OFFICIAL STATEMENT DATED AUGUST 11, 1982

NEW ISSUES - Standard & Poor’s Rating: AAAY
(AMBAC INSURED)

In the opinion of Bond Counsel, the Bonds are exempt from taxation by the State of Minnesota and its subdivisions and
municipalities and the interest to be paid on the Bonds is not includable in the gross income of the recipient for United States or
State of Minnesota income tax purposes (other than Minnesota corporate franchise and bank excise taxes measured by income)
according to present federal and Minnesota laws, regulations, rulings and decisions. (See “TAX EXEMPTION”)

o $2,500,000 |
MINNESOTA HIGHER EDUCATION FACILITIES AUTHORITY
REVENUE BONDS, SERIES TWO-D HGHER gt;t&g{agggv
(COLLEGE OF ST. THOMAS) SenCoKSON ST, STE. 450
(‘““Series Two-D Bonds’’) ST, PAUL, MN 55101-3899
and
$6,110,000

MINNESOTA HIGHER EDUCATION FACILITIES AUTHORITY
REFUNDING REVENUE BONDS, SERIES 1982-1

(COLLEGE OF ST. THOMAS)
(‘‘Refunding Bonds’’)
Dated: July 1, 1982 Interest: January 1 and July 1, commencing January 1, 1983
The Series Two-D Bonds shall be due July 1 as follows:
Year Amount Rate Year Amount Rate
1984 $160,000 8.50% 1989 $250,000* 10.00%
1985 $175,000 9.00% 1990 $275,000* 10.25%
1986 $190,000 9.25% 1991 $305,000* 10.50%
1987 $210,000 9.50% 1992 $335,000* 10.75%
1988 $230,000 9.75% 1993 $370,000* 11.00%
The Refunding Bonds shall be due July 1 as follows:
Year Amount Rate Year Amount Rate
1984 $395,000 8.50% 1989 $610,000* 10.00%
1985 $425,000 9.00% 1990 $675,000* 10.25%
1986 $470,000 9.25% 1991 $740,000* 10.50%
1987 $505,000 9.50% 1992 $820,000* 10.75%
1988 $560,000 9.75% 1993 $910,000%* 11.00%

Price of all Bonds 100% plus accrued interest

*Subject to optional redemption in inverse order of stated maturity on July 1, 1988 and any interest payment date thereafter at a
price of 103 prior to July 1, 1989, 102 July 1, 1989 to June 30, 1990, 101 July 1, 1990 to June 30, 1991 and par thereafter, and
accrued interest. All Bonds are also subject to redemption at par on any interest payment date in whole but not in part in certain
circumstances.

The Series Two-D Bonds and the Refunding Bonds, herein referred to collectively as the “Bonds,” are in the denomination
of $5,000 in coupon form registrable as to principal, or as to principal and interest. Principal and interest will be payable at the
principal corporate trust office of First National Bank of Minneapolis, in Minneapolis, Minnesota.

The Bonds shall be special obligations of the Minnesota Higher Education Facilities Authority, issued under two separate
Indentures of Trust between the Authority and First National Bank of Minneapolis, as Trustee, payable from payments made
by or on behalf of the College of St. Thomas pursuant to two separate Leases between the Authority and the College or out of
other amounts pledged therefor under the Indentures, as described herein. The College will also guarantee payment of the
principal of and interest on the Bonds by two separate Guaranty Agreements between the College and the Trustee.

The Bonds shall be insured as to principal and interest under two separate policies of insurance issued by American
Municipal Bond Assurance Corporation.

THE BONDS SHALL NOT BE LEGAL OR MORAL OBLIGATIONS OF THE STATE OF MINNESOTA NOR
CONSTITUTE A DEBT FOR WHICH THE FAITH AND CREDIT OR TAXING POWERS OF THE AUTHORITY OR
THE STATE OF MINNESOTA ARE PLEDGED.

The Bonds are being offered when, as and if issued and received by the Underwriters, subject to prior sale, to withdrawal or
modification of the offer without notice,>and to the approval of certain matters by Bond Counsel, Faegre & Benson,
Minneapolis, Minnesota. Certain legal matters will be passed upon for the College by its counsel, Moore, Costello & Hart, Saint
Paul, Minnesota and for the Underwriters by Dorsey & Whitney, Minneapolis, Minnesota. It is expected that the Bonds will be
available for delivery in Minneapolis, Minnesota, on or about August 30, 1982.

DAIN BOSWORTH INCORPORATED VAN KAMPEN MERRITT INC.
+See “RATING.” '




Certain events, transactions and documents referred to herein may not have been
completed as of the date of this Official Statement but will be completed on or
before Bond Closing.

. No aeéler, broker, salesman or other person has been authorized by the Authority,

- the - College or the Underwriters to glve any information or to ‘'make any
representations 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 any of the foregoing. The information contained herein,
except as it relates to the Authority, has been obtained from the College or other
sources but is not guaranteed as to accuracy or completeness and is not to be
construed as a representation by the Underwriters or the Authority. 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 1mp11cat10n there has been no change in the affairs of the
Authority or the College since the date hereof.

References in this Official Statement to laws, rules, regulations, agreements, and
any other documents do not purport to be comprehensive or definitive. All
references to such documents are qualified in their entirety by reference to the
particular document, the full text of which may contain qualifications of and
exceptions to statements made herein. Copies of the Leases, Indentures, and
Guaranty Agreements will be furnished upon request to the Authority.

The Bonds have not been registered with the Securities and Exchange Commission
by reason of the provisions of Section 3(a)(2) of the Securities Act of 1933, as
amended. The registration or qualification of these securities in accordance with
applicable provisions of securities laws of the jurisdictions in which the Bonds may
be registered or qualified and the exemption from registration or qualification in
other jurisdictions shall not be regarded as a recommendation thereof. Neither
these jurisdictions nor any of their agencies have passed upon the merits of the
Bonds or the accuracy or completeness of this Official Statement Any
representation to the contrary may be a eriminal offense.

In connection with this offering, the Underwriters may over-allot or effect
transactions that stabilize or maintain the market price of the Bonds at a level
above that which might otherwise prevail in the open market. Such stabilizing, if
commenced, may be discontinued at any time. Although the Underwriters
anticipate that they will maintain a secondary market for the Bonds, there is no
assurance that such a market will develop or, if developed, will be maintained.
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OFFICIAL STATEMENT
OF
MINNESOTA HIGHER EDUCATION FACILITIES AUTHORITY

INTRODUCTORY STATEMENT

This Official Statement provides information concerning the Minnesota Higher
Education Facilities Authority (the "Authority") and the College of St. Thomas (the
"College") in connection with the sale of the Authority's $2,500,000 aggregate
prineipal amount Revenue Bonds, Series Two-D (the "Series Two-D Bonds") and its
$6,110,000 aggregate principal amount Refunding Revenue Bonds, Series 1982-1
(the "Refunding Bonds"). The Series Two-D Bonds and the Refunding Bonds are
herein referred to collectively as the "Bonds".

The Bonds are issued pursuant to the provisions of Sections 136A.25 to 136A.42,
Minnesota Statutes, by the provisions of which the Authority was created and
authorized to issue its obligations to assist institutions of higher education within
the State of Minnesota to finance certain projects.

The Series Two-D Bonds are issued by the Authority to provide funds which will be
used primarily for the 1982 Project. See "THE PROJECTS - The 1982 Project."

The Refunding Bonds are issued by the Authority to refund in advance of maturity
the $5,980,000 Minnesota Higher Education Facilities Authority First Mortgage
Revenue Bonds, Series Two-C (College of St. Thomas), due November 20, 1983,
(the "Series Two-C Bonds"), the proceeds of which were used primarily for the
1980 Project. See "THE PROJECTS - The 1980 Project."

The College has heretofore conveyed to the Authority the site of the 1980 Project.
At or prior to Bond Closing the College will convey to the Authority the site of the
1982 Project. By two separate Leases (individually, "Lease"; together, the
"Leases"), the Authority will then lease the 1980 Project and the 1982 Project
(individually, "Project"; together, the "Projects") to the College.

Pursuant to each of the Leases the payments by the College shall be in a sufficient
amount to pay the principal of and interest on the related series of Bonds as the
same shall become due.

The Bonds will be issued pursuant to two separate Indentures of Trust (individually,
"Indenture"; together, the "Indentures") between the Authority and First National
Bank of Minneapolis, as Trustee (the "Trustee"). By two separate Guaranty
Agreements (individually, "Guaranty Agreement"; together, the "Guaranty
Agreements"), between the College and the Trustee, the College unconditionally
guarantees prompt and full payment of the principal, premium (if any), and interest
on the Bonds. In addition, the Bonds shall be insured by American Munieipal Bond
Assurance Corporation ("TAMBAC™") as to both prineipal and interest.

The foregoing introductory statement is only a summary stated in general terms.
See the following pages and Appendices of this Official Statement for more
specific explanations.




DEFINITIONS OF CERTAIN TERMS

As used in this Official Statement the following words and terms when capitalized
shall have the’ meamng ‘stated; unless'a different meaning clearly appears from the
context or is stated in a separate document referred to herein:

Additional Bonds: Any par onds issued subsequent to the Bonds under an
Indenture. -
Additional Rent: The fees and expenses to be paid by or on behalf of the College
to the Authority or the Trustee, for purposes other than the payment of principal
of ‘and inte on the Bonds, and amounts paid by the College for the account of
the Author r real estate taxes, special assessments and governmental charges
payable Wlth respect to the PrOJect Faclhtles.

Base Rent The amounts requlred to be paid by the College under a Lease to
prov1de funds with which to pay principal and interest on the Bonds and to maintain

funds in the" Debt Serv1ce Reserve Account equal to the debt service reserve
requlrement. : :

Bond and Interest Slnklng Fund Account The account established under an
Indenture into which the Authorlty and Trustee shall deposit certain moneys for the
payment of Debt Serv1ce of the serxes.

Bond Closmg Dehvery of the Bonds and payment therefor.

Bond Purchase Agreement The Agreement dated as of August 6, 1982, among the
Authorlty, ‘the ‘College ‘and-the" ‘Underwriters, pursuant to which the Bonds will be
sold to the ‘Underwriters, ‘and: pursuant to which the College agrees to pledge
certain security to the Authority.

Bulldlng Equ'pm' (X "iThe g'oods:" equipment, furnishings, furmture, mventory,
Yin r t erty
‘Premises, and acquired with funds other than

proceeds nded by the Bonds.

Current Expenses The necessary current operatlng expenses, maintenance
charges _expenses of reasonable upkeep and repair, cost of insurance premiums
’”tolthe Leased" ‘operty and a]l other cash expenditures incident to and

: ?Acchount “An- account established under an Indenture for the
secm'lty of the Bonds and any Addltlonal Bonds.

Debt Servzce The payments due for the principal of and interest on the Bonds.

General Bond Reserve Account The General Bond Reserve Account established
and maintained by the "Authority under its General Bond Resolution adopted
October 31, 1972 as a common security fund for certain bonds of the Authority.
(The Bonds will not be secured by the General Bond Reserve Account. See
"ACCOUNTS - General Bond Reserve Account.")

-9-



Leased Equipment: The Building Equipment and the Project Equipment under a
Lease. ‘

Leased Premises: The Project Buildings and the sites thereof under a Lease.
Leased Property: The Leased Equipment and the Leased Premises.

Net Proceeds: When used with respect to any insurance or condemnation award,
the gross proceeds from the insurance or condemnation award 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.

Operation and Maintenance Account: The account established by the Indenture for
payment of Current Expenses of the Project.

Permitted Encumbrances: As of any particular time, (i) liens for ad valorem taxes
and special assessments not then delinquent, (ii) the Lease and Indenture, (iii)
utility, aceess and other easements and rights-of-way, mineral rights, restrictions
and exceptions that an independent engineer certifies will not interfere with or
impair the use of or operations being conducted in the Project Buildings 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 Project Facilities and 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 or the College and (v) certain other encumbrances described in the
Indentures.

Project: The 1980 Project or the 1982 Project.

Project Building: One or more of the buildings which have been or are to be
constructed or improved as part of a Project.

Project Costs: The costs properly paid or payable in relation to the 1982 Project
from the Construction Account for the Series Two-D Bonds.

Project Equipment: Those items of goods, equipment, furnishings, furniture,
inventory, machinery, or other tangible personal property to be aequired and
installed in a Project Building or elsewhere on the Leased Premises with proceeds
from the sale of the Bonds or bonds refunded by the Bonds.

Project Facilities: The Projeet Buildings and the Project Equipment under a Lease
or Indenture.

 Redemption Account: The account established by the Indenture for deposit of (i)
Revenues and Income and balances in the Revenue Fund Account not required to be
deposited in other accounts, (ii) all funds received from the sale of Leased Property
or Project Equipment, (iii) excess insurance proceeds, and (iv) excess proceeds of
any taking or condemnation by eminent domain. Moneys in the Redemption
Account shall be used (i) to create and maintain the required balance in the Bond
and Interest Sinking Fund Account, (ii) to create and maintain the debt service
reserve requirement in the Debt Service Reserve Account, and (iii) to redeem or
prepay outstanding Bonds or to purchase outstanding Bonds at prices not exceeding
the redemption price applicable on the next interest payment date on which the
Bonds are redeemable.




Refunding Account: The account established by the Refunding Series Indenture to
which at Bond Closing there shall be deposited proceeds of the Refunding Bonds to
be invested in direct obligations of the United States of America which with such
additional funds as may be necessary will be sufficient to pay the remaining
principal of and interest on the Series Two-C Bonds as the same become due, and
all costs incurred in connection with the refunding and payment of the Series Two-
C Bonds and the issuance of the Refunding Bonds.

Refunding Series Guaranty Agreement: The Guaranty Agreement dated July 1,
1982 between the College and the Trustee relating to the Refunding Bonds, and any
amendments thereto. '

Refunding Series Indenture: The Trust Indenture dated July 1, 1982 between the

Authority and the Trustee relating to the Refunding Bonds, and any amendments
thereto.

Refunding Series Lease: The Lease dated July 1, 1982 between the Authority and
the College relating to the Refunding Bonds, and any amendments thereto.

Revenue Fund Account: The account established by the Indenture to which shall be
credited as received Base Rent and other income and revenue arising from
operation of Leased Property.

Revenues and Income: Rentals, charges, and other income and revenue arising
from the operation or ownership of Leased Property.

Series Two-C Indenture: The Trust Indenture dated November 20, 1980 between
the Authority and First Trust Company of Saint Paul, as Trustee, relating to the
Series Two-C Bonds, and any amendments thereto.

Series Two-C Lease: The Lease dated November 20, 1980 between the Authority

and the College relating to the 1980 Project and the Series Two-C Bonds, and any
amendments thereto. :

Series Two-D Guaranty Agreement: The Guaranty Agreement dated July 1, 1982
between the College and the Trustee relating to the Series Two-D Bonds, and any
amendments thereto.

Series Two-D Indenture: The Trust Indenture dated July 1, 1982 between the
Authority and the Trustee relating to the Series Two-D Bonds, and any amendments
thereto. '

Series Two-D Lease: The Lease dated July 1, 1982 between the Aufhority and the
College relating to the 1982 Project and the Series Two-D Bonds, and any
amendments thereto.

Trust Estate: All of the rights, interests and security given to the Trustee under an
Indenture as security for the Bonds of the series.



THE BONDS

The Bonds of each series will be dated July 1, 1982 and will mature July 1, 1984
through 1993 in the amounts set forth on the cover page of this Official Statement.
The Bonds will bear interest at the basic rates per annum set forth on the cover
page. If a determination is made that interest on the Bonds is subject to federal
income taxation by reason of application of the provisions of the Internal Revenue
Code as in effect at the dates of the Leases and Indentures and regulations
thereunder, the Bonds shall also bear additional interest at an additional rate equal
to the basic rate, for an aggregate interest rate two times the basic rate, from the
date of taxability. (See "THE LEASES - Federal Income Tax Status.") The Bonds
will be in coupon form, in the denomination of $5,000 each. Interest will be
payable January 1 and July 1, commencing January 1, 1983. Except as to bonds
registered as to both prineipal and interest, prineipal and basic interest will be
payable at the office of the Trustee. Any additional interest payable to holders of
registered bonds shall be payable by mail, and any additional interest payable with
respect to coupon Bonds shall be payable to the holders of such bonds in such
manner as the Trustee deems appropriate.

The Bonds may be registered with the Trustee as to prineipal, or as to principal and
interest. Interest on a Bond registered as to prineipal and interest shall be paid by
check or draft of the Trustee mailed to the registered owner at his address set
forth on the registration books maintained by the Trustee.

All Bonds of each series maturing after July 1, 1988 are subject to redemption and
prepayment at the option of the Authority, in whole or in part and if in part in
inverse order of stated maturity, on July 1, 1988 and any interest payment date
thereafter at the following prices (expressed as a percentage of the prineipal
amount) plus acerued interest to the redemption date: '

Redemption Period Price
July 1, 1988 to June 30, 1989 103%
July 1, 1989 to June 30, 1990 102%
July 1, 1990 to June 30, 1991 101%
dJuly 1, 1991 and thereafter 100%

All Bonds of each series are also subject to redemption at par and acecrued interest
on any interest payment date, as a whole but not in part in case (i) the College
exercises its option to purchase the Project in certain cases of damage,
destruction, taking or change of law or interest on the Bonds shall be determined to
be includable in the gross income of the holders for federal income tax purposes
(see "THE LEASES - Option to Purchase Leased Property"), or (ii) the College shall
merge with or consolidate into or transfer substantially all of its assets to another
nonprofit or public institution of higher education and as a result thereof the then
rating of the Bonds shall be withdrawn or lowered and the Trustee elects or is
required to call the Bonds (see "THE LEASES - Institution to Maintain its Existence
and Accreditation™); all as required by the Indentures and the Leases.

Notice of redemption shall be given by publication at least twice not less than 30
nor more than 60 days before the redemption date. A similar notice shall be
mailed by the Trustee to the holders of Bonds registered as to principal or as to
principal and interest.




Bonds of one series may be redeemed as hereinbefore discussed, whether by
optional or mandatory redemption, without regard to the Bonds of the other series.

ADDITIONAL BONDS

In addition to the Bonds the Authority may issue Additional Bonds to (i) complete a
Project, (ii) refund or advance refund the Bonds, (iii) provide funds for improve-
ments or additions to or alterations, repairs or replacement of Project Facilities
and (iv) provide funds for improvement or additions to or alterations, repairs or
replacements of the College's facilities; provided that no such Additional Bonds
shall be issued under an Indenture on a parity with the Bonds unless all of the
conditions therefor of the Indenture are met.

ESTIMATED USES OF FUNDS

Series Two-D Bonds
Construetion $1,605,000.00
Furnishings 300,000.00
Land Acquisition 76,250.00
$1,981,250
Costs of Issuance:
AMBAC Insurance $ 43,756.00
- Underwriter Discount 61,250.00
Debt Service Reserve 365,000.00
Other Costs of Issuance 48,744.00
518,750
Total $2,500,000
Refunding Bonds
Purchase of Securities to Defease
Series Two-C Bonds - $5,739,805.00
Costs of Issuance:
AMBAC Insurance 106,956.75
Underwriter Discount 149,695.00
Other Costs of Issuance 113,543.25
Total $6,110,000



SUMMARY OF SECURITY FOR THE BONDS

Each series of Bonds will be special obligations of the Authority payable from
payments made by or on behalf of the College as required by the Lease for the
series or out of other amounts pledged therefor under the Indenture for the series.

The Bonds shall not be legal or moral obligations of the State of Minnesota nor
constitute a debt for which the faith and credit or taxing powers of the Authority
or the State of Minnesota are pledged.

The College will agree pursuant to the terms of each Lease to make payments
directly to the Trustee in such amounts and at such times as to assure that the
Trustee has sufficient funds with which to pay the principal of and interest on the
related series of Bonds. '

In addition, the College, pursuant to each Guaranty Agreement, will guarantee
directly to the Trustee the full and prompt payment of prineipal and interest on the
related series of Bonds.

The Authority by the Indentures will assign its interests in the Leases (except for
the Authority's annual fee and rights to reimbursement and indemnification) to the
Trustee for the benefit of the holders of the related series of Bonds.

Each series of the Bonds is separately secured. Security for the Series Two-D
Bonds does not extend to the Refunding Bonds and security for the Refunding Bonds
does not extend to the Series Two-D Bonds. An event of default with respect to
one series of Bonds is not an event of default with respect to the other series of
Bonds, although the same circumstances could create an event of default with
respect to both series of Bonds.

The Bonds are not secured by any mortgage lien on or security interest in any land,
buildings or equipment.

Bond Insuranece

AMBAC has committed to issue, effective as of the date on which the Bonds are
issued, two separate policies of insurance guaranteeing the payment when due of
principal of and interest on the Bonds. The insurance extends for the life of th
Bonds and cannot be cancelled by AMBAC. ‘

Reference is made to the form of policy attached as Appendix II for a description
of the bondholders' rights thereunder. - The following is necessarily a general
description of the policy and, in all cases, the specific provisions of the policy
govern.

In the event any portion of a payment of principal of and interest on the Bonds is
not made when due, a claim may be submitted to AMBAC for payment of such
amount. AMBAC is obligated to make payment of such unpaid amounts within ten
days following submission of a claim.

Payment will be made by AMBAC to United States Trust Company of New York
(the "Insurance Trustee"), as Insurance Trustee, and will be conditioned on receipt

by the Insurance Trustee of the Bonds and coupons for which AMBAC makes a
claim payment. Upon disbursement of such payment by the Insurance Trustee,
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AMBAC will become the owner of the surrendered Bonds and coupons and will be
fully subrogated to all the bondholder's rights to payment. The policy does not
cover failure to pay principal, except on its stated maturity date, without regard to
redemption, acceleration or other advancement of maturity, and does not cover
failure to pay interest except when the stated date for its payment has been
reached. The policy will not insure against nonpayment of principal or interest

caused by the insolvency or negligence of any paying agent or the Insurance
Trustee.

AMBAC is a New York domiciled insurance company, regulated by the Insurance
Department of the State of New York (the "Insurance Department"), and.licensed
to do business in various states, with a total poliecyholders' surplus (unaudited) of
$50,249,948 as of December 31, 1981. The Insurance Department has promulgated
regulations specially designed for insurors of municipal bonds, which, among other
things, limit the insuror as to exposure on both a single risk and total risk basis.
AMBAC is a wholly-owned subsidiary of MGIC Investment Corporation, a financial
holding company which is a wholly owned subsidiary of Baldwin-United
Corporation, a financial services company.

Appendix II of this Official Statement is a specimen AMBAC policy.

The information relating to AMBAC contained herein has been furnished by
AMBAC. Financial information with respect to AMBAC is available upon request
to AMBAC, at its corporate headquarters, 1 State Street Plaza, New York, New
York 10001. No representation is made as to the accuracy or adequacy of
information contained herein concerning AMBAC or as to the absence of material
adverse changes in such information subsequent to the date hereof.

ACCOUNTS

Summary

Each Indenture provides for the creation of certain trust accounts into which the
proceeds from the sale of the related series of Bonds and revenues received as Base
Rent under the related Lease or from operation or ownership of the related Project
Facilities are to be deposited. These accounts include a Revenue Fund Account, a
Bond and Interest Sinking Fund Account, a Debt Service Reserve Account, an
Operation and Maintenance Account and a Redemption Account. In addition, the
Series Two-D Indenture provides for a Construetion Account, and the Refunding
Series Indenture provides for a Refunding Account. From the proceeds of the
Series Two-D Bonds, deposits will be made to the Bond and Interest Sinking Fund
Account, to the Debt Service Reserve Account and to the Construction Account.
From the proceeds of the Refunding Bonds, deposits will be made to the Bond and
Interest Sinking Fund Account and to the Refunding Account; at Bond Closing,
$893,800 will be transferred by the indenture trustee out of the debt service
reserve account under the Series Two-C Indenture to the Trustee for deposit in the
Debt Service Reserve Account under the Refunding Series Indenture. Thereafter,
amounts received by the Trustee from the College in payment of Base Rent or
from operation and ownership of the Project Facilities are to be initially deposited
to the Revenue Fund Account and used as hereinafter described. Earnings on all
accounts are to be transferred to the respective Bond and Interest Sinking Fund
Accounts and, to the extent needed, used to pay the debt service on the Bonds.
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Construction Account

There shall initially be deposited in the Construetion Account for the Series Two-D
Bonds the sum of $2,073,750 of the proceeds from the sale of the Series Two-D
Bonds. In addition the College will agree to make additional deposits to the
Construction Account if needed to provide sufficient funds with whiech to pay all
Project Costs for the 1982 Project. Upon receipt of proper documentation the
Trustee will reimburse the College for prior expenditures in connection with the
Project and will pay costs and expenses associated with completion and equipping
of the Project. When the Project Building has been completed and equipped and
opened for use and occupancy and the Projeet Equipment has been installed, any
balance in the Construction Account shall be deposited into the Bond and Interest
Sinking Fund Account, the Debt Service Reserve Account, or, to the extent not
required to establish the necessary reserves in such accounts, then to the
Redemption Account under the Series Two-D Indenture.

Refunding Account

There shall initially be deposited into the Refunding Account for the Refunding
Bonds the sum of $5,960,305 of the proceeds from the sale of the Refunding Bonds.
Of this amount, $5,739,805 will be invested in direct obligations of the United
States of America in such face amount, bearing interest at such rates and payable
at such times as will, together with investment of amounts transferred from the
debt reserve account for the Series Two-C Bonds mentioned below, equaling
$5,805,500, and such other contributions from the College as may be required,
provide for the full payment of the principal of and interest on the Series Two-C
Bonds when due. The Series Two-C Bonds are outstanding in the prineipal amount
of $5,980,000, mature on November 20, 1983 and bear interest at the rate of 7.95%
per annum payable semi-annually on May 20 and November 20. The investments
will be in United States Treasury Notes, State and Local Government Series,
limited as to yield, to comply with the Arbitrage Regulations under Section 103(c)
of the Internal Revenue Code of 1954, as amended. At Bond Closing such
investments and cash in the amount of $5,805,500 will be delivered to the indenture
trustee under the Series Two-C Indenture in order to defease the lien of that
Indenture. The balance of the moneys in the Refunding Account will be used to pay
or reimburse the expenses of refunding the Series Two-C Bonds and issuing the
Refunding Bonds, including the premium charged by AMBAC for municipal bond
insurance with respect to the Refunding Bonds.

Debt Service Reserve Aceounts

There shall initially be deposited to the credit of the Debt Service Reserve
Account under the Series Two-D Indenture $365,000 from the proceeds of the

Series Two-D Bonds, pledged to secure debt service on the Series Two-D Bonds and
any Additional Bonds. At Bond Closing $893,800 in funds and investments will be
transferred by the indenture trustee out of the debt service reserve aceount under
the Series Two-C Indenture to the Trustee for deposit in the Debt Service Reserve
Account under the Refunding Series Indenture, pledged to secure debt service on
the Refunding Bonds and any Additional Bonds. The amounts of $365,000 and
$893,800 are the debt service reserve requirements under the Series Two-D
Indenture and Refunding Series Indenture, respectively, which the College is
"obligated to maintain under the respective Leases. In the event there is not a
sufficient amount in the Bond and Interest Sinking Fund Account to pay principal
of, premium or interest on the related series of Bonds and any Additional Bonds
when due, the Trustee shall apply the moneys in the Debt Service Reserve Account
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for that series of Bonds and any Additional Bonds for that purpose and sell any
investments at the best price obtainable to provide money for that purpose.

Bond and Interest Sinking Fund Accounts

There shall initially be deposited into the Bond and Interest Sinking Fund Acecount
accrued interest (if any) paid at Bond Closing with respect to the Series Two-D
Bonds and Refunding Bonds respectively, which is to be used to pay part of the
interest on the related series of Bonds on the first interest payment date.
Additional deposits shall be made to the Bond and Interest Sinking Fund Account
from earnings on other Accounts established under the Indenture and from Base
Rent payments made by the College and originally deposited in the Revenue Fund
Account as deseribed below. The moneys and investments in the Bond and Interest
Sinking Fund Account are irrevocably pledged to and shall be used by the Trustee,
from time to time, to the extent required, for the payment of principal of and
interest on the related series of Bonds as and when such prineipal and interest shall
become due and payable and for those purposes only. '

Revenue Fund Accounts

After the initial deposits are made from Bond proceeds and at Bond Closing as
hereinafter described, all funds received by the Trustee from the College (or from
any other sources) as Base Rent and any amounts received from operation and
ownership of the Project Facilities shall be deposited into the Revenue Fund
Account. Amounts deposited into the Revenue Fund Account are to be expended
and used, as required, in the following order of priority. '

First: To the Bond and Interest Sinking Fund Account
Second: To the Debt Service Reserve Account

Third: To the Redemption Account

However, in the event the Authority or Trustee takes possession of the Project
Facilities by reason of the College's default under the Lease, the second priority
will be to the Operation and Maintenance Account for payment of current expenses
of the Project Facilities, and the Debt Service Reserve Account and the
Redemption Account will have third and fourth priority, respectively.

Operation and Maintenance Accounts

No payments will be made to this account so long as the College shall not be in
default under the Lease. But, in the event the Authority or Trustee assumes
operation of the Project Facilities, revenues remaining after debt service will be
paid into this account to meet operational costs.

Redemption Accounts
Any amounts received which are not otherwise committed will be paid into this
account. Funds in this aceount will be available to maintain required balances in

other aceounts and to purchase or redeem Bonds of the related series. No specifie
amounts are required.
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General Bond Reserve Account

Pursuant to its General Bond Resolution adopted October 31, 1972, the Authority
has established and maintains a General Bond Reserve Account. In general, the
General Bond Reserve Account secures bonds of the Authority for which a deposit
is made to the General Bond Reserve Account in compliance with the General Bond
Resolution ("common fund bonds"). As of June 30, 1982, the General Bond Reserve
Account secured all bonds issued by the Authority except the Series Two-C Bonds
and had a balance of $2,172,538.99, par value, in investments and cash. Under the
General Bond Resolution, General Bond Reserve Account moneys may be invested
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, and
such other securities as are eligible for investment of public funds of the State or
municipalities of the State. Investment earnings accumulate in the General Bond
Reserve Account until needed to make advances to pay debt service on common
fund bonds or rebated to the lessee institution as hereinafter described. Invest-
ments must be limited if needed to comply with the Arbitrage Regulations under
Section 103(c) of the Internal Revenue Code. Under the General Bond Resolution,
whenever the principal of or interest on any ecommon fund bonds shall beecome due
and there is not enough money or investments on deposit with the indenture trustee
for the bond series for payment of such principal and interest, the Authority
pledges that it will advance to the indenture trustee from the General Bond
Reserve Account amounts sufficient to pay such principal and. interest.. The
Authority is permitted to make an advance from the General Bond Reserve
Account prior to a due date to prevent a default and is permitted, but not. required,
to pay principal due by reason of a call for redemption, acceleration upon event of
default or any other reason. Advances from the General Bond Reserve Account
bear interest at the rate of 8.00% per annum until repaid by the lessee institution
or from moneys received by the indenture trustee as part of -the trust estate.
Whenever all principal of-and interest on a bond series has been paid or provided
for, the lessee institution is entitled to a rebate of the contribution to the General
Bond Reserve Account made for that series of bonds and a pro rata share of the
_earnings of the General Bond Reserve Account for the period of the deposit, less a
pro rata share of any unreimbursed advances made to pay common fund bonds;
thereafter, the lessee institution is entitled to receive a proportionate share of any
collections of advances made and charged against the subaccount of the lessee
institution. Under the General Bond Resolution, bonds of the Authorlty may be
secured by the General Bond Reserve Account only if certain conditions are met.
Among other conditions, a contribution must be made to the General Bond Reserve
Account of not less than 20% of- the probable average annual principal and interest
debt service requirements for the bond serles, and a first mortgage lien on the
project facilities financed by the bond series must be granted by the Authomty to
the indenture trustee for the bond series. Since no mortgage lien is granted to the
Trustee to secure the Series Two-D Bonds or the Refunding Bonds, the Series Two-
D Bonds and the Refunding Bonds are not secured by the General Bond Reserve
Account. The General Bond Resolution permits the Authority, in its discretion, to
issue bonds ("special series bonds™ not secured by the General Bond Reserve
Account. To comply with the Authority's policy that all permanent bond series be
issued as common fund bonds rather than special series bonds, or if that is not
possible that an equivalent arrangement be made, the College has agreed to deposit
in the General Bond Reserve Account from general funds of the College the
amount of $284,120.75, which is estimated to be 20% of the probable average
annual principal and interest debt service requirement of the Bonds, to be used to
pay principal of and interest on common fund bonds (not including the Bonds) when
due if necessary to meet a deficiency of other cash and investments in the General

-11-




Bond Reserve Account. A subaccount in the College's name in the General Bond
Reserve Account will be credited in the amounts of the deposit and of a pro rata
share of the earnings in the General Bond Reserve Account and charged with the
amount of any advance from the General Bond Reserve Account to pay prinecipal of
or interest on common fund bonds when due, provided that charges to meet
payment of common fund bonds and interest thereon shall be made against the
subaccount only if all the cash and investments in the General Bond Reserve
Account credited to subaccounts established in connection with common fund bonds
have first been exhausted. When the Bonds (and any Additional Bonds) and interest
thereon have been paid, or payment is provided for in accordance with the
Indenture, the Authority will rebate to the College the amount of the deposit and
the pro rata share of the earnings of the General Bond Reserve Account for the
period of the deposit, less the amount of any advances for want of other cash and
investments of the General Bond Reserve Account to pay principal of and interest
on common fund bonds when due. Any subsequent collections of advances from the
General Bond Reserve Account to pay common fund bonds will be rebated to the
College if the Bonds and interest thereon have been paid or payment provided for
proportionately with other lessee institutions whose subaccounts in the General
Bond Reserve Account have been charged for the advances. The General Bond
Resolution may be amended in certain respects without the consent of the holders
of common fund bonds (or the Bonds) and in eertain respeects only with the consent

of the holders of 65% of each series of the outstanding common fund bonds (not
including the Bonds).

Permitted Investments

By the provisions of the Indenture the Trustee shall, upon request by the College
representative, invest moneys on deposit in the various accounts. Moneys on
deposit in the Bond and Interest Sinking Fund Account, the Debt Service Reserve
Account and the Redemption Account may be invested in any of the following: (i)
direct obligations of, or obligations fully guaranteed by, the United States of
America, (ii) certificates of deposit or time deposit obligations of banks or trust
companies, including the Trustee or any affiliate of the Trustee, secured by direct
obligations of the United States or, (iii) securities issued by the following agencies
of the United States: Federal Home Loan Banks, Federal Intermediate Credit
Banks, Federal Land Banks, Banks for Cooperatives and Federal National Mortgage
Association. The Refunding Account under the Refunding Series Indenture may
only be invested in direct obligations of the United States of America. See
"ACCOUNTS -Refunding Account." The Construction Account under the Series
Two-D Indenture may be invested in (i) direct obligations of the United States, (ii)
certificates of deposit or time deposit obligations of banks or trust companies,
including the Trustee or any affiliate of the Trustee, secured by direct obligations
of the United States and, (iii) securities issued by any of the agencies listed in
category (iii) of the second preceding sentence. The investments of the
Construetion Acecount 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 costs of the 1982
Project. Any investments of moneys in the Bond and Interest Sinking Fund Account
shall be payable in such amounts and at such time or times when such moneys will
be needed to pay interest and principal of the Bonds and any Additional Bonds.
Obligations purchased as investments of any account shall be deemed at all times
to be a part of the respective account. Except for the investments of the
Refunding Account to be transferred to the indenture trustee for the Series Two-C
Indenture to pay the Series Two-C Bonds, any interest and income aceruing on and
any profit realized from such investment shall be credited against Base Rent and
the amounts to be deposited by the College under the Lease therefor, if the Lease
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is in effeet, otherwise to the Bond and Interest Sinking Fund Account. All

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

THE PROJECTS

The 1982 Project

The proceeds of the Series Two-D Bonds will be used primarily for acquiring
grounds for and constructing an addition to and remodeling the former Daniel C.
Gainey residence at Owatonna, Minnesota. The residence and approximately 33
acres on which it is situated were a gift to the College. A portion of the proceeds
of the Series Two-D Bonds will be used to purchase approximately 21 surrounding
acres. When the Project is completed it will be named the "Daniel C. Gainey
Conference Center" (the "Center") to be used by the College for its general
educational purposes. The Center will have 35 rooms including a conference room
and dining facilities accommodating approximately 75 persons. '

The 1980 Project

Proceeds of the Refunding Bonds will be used primarily to refund in advance of
maturity the Series Two-C Bonds, due November 20, 1983. The Series Two-C
Bonds will be discharged but the principal thereof will not be paid prior to
maturity. There will be delivered at Bond Closing to the indenture trustee for the
Series Two-C Bonds to hold in trust under the Series Two-C Indenture cash and/or
direct obligations of the United States of America which with investment earnings
thereof will provide sufficient sums for payment of the interest on and the
principal of the Series Two-C Bonds as the same become due.

Proceeds of the Series Two-C Bonds are being used by the College for the
construction and equipping of a new physical education and activities building,
renovations of the existing physical education and athletic building and con-
struction and equipping of a new physical plant headquarters, all on the Saint Paul
campus of the College. ‘ : :

~ THE AUTHORITY

The Minnesota Higher Education Facilities Authority was created by Chapter 868,
Laws of Minnesota, 1971 (Sections 136A.25 through 136A.42, Minnesota Statutes),
for the purpose of assisting institutions of higher education w1thm the State in the
construction and financing of projects. The Authority consists of six members
appointed by the Governor with the advice and consent of the Senate and a seventh
member who is the Executive Director of the Minnesota Higher Education
Coordinating Board and is designated as the Secretary of the Authority.

Dr. Joseph E. LaBelle has been the Executive Director of the Authority since its
inception.
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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 oustanding at any time. In 1978 the amount
was increased to $100 million. With the Bonds the Authority has had 33 issues
totaling $84,055,000. Bonds issued by the Authority can be payable only from the
rentals, revenues and other income, charges and moneys pledged for their pay-
ments. The bonds of the Authority do not represent or constitute a debt or pledge
of the faith or credit or moral obligation of the State of Minnesota.

Educational institutions eligible for assistance by the Authority include nonprofit
educational institutions authorized to provide a program of education beyond the
high school level. Seectarian 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 projeets for which the Authority may issue bonds is broad, including
buildings or facilities for use as student housing, academie buildings, parking
facilities and other structures or facilities required or useful for the instruction of
students, or conducting of research, in the operation of an institution of higher
education (an "institution").

A project for which bonds are issued by the Authority becomes the property of the
Authority for as long as such bonds remain outstanding. Thereafter it 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. The Authority with respeect to all bond issues, except the Bonds,
has entered into a mortgage trust indenture with a trustee who administers the
funds which, together with land, buildings or other pledged properties, are security
for the payment of the bonds, except the funds of the General Bond Reserve
Account which are under the execlusive supervision of the Authority.

While the Authority retains broad powers to oversee planning and construction, it is
current policy to permit the institution almost complete discretion with respect to
these matters.

In Minnesota Higher Education Facilities Authority v. Hawk, filed August 8, 1975,
the Minnesota Supreme Court affirmed the constitutionality 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 education
purposes. In the opinion of bond counsel, this decision also confirms the legality of
bonds issued by the Authority to finance original construction, improvement, and
remodeling projects.

The Authority is also authorized to issue revenue bonds for the purpose of
refunding bonds of the Authority then outstanding, including payment of any
redemption premium thereon and any interest accrued or to accrue to the
earliest or any subsequent date of redemption.

The Authority is financed solely from fees paid by the institutions. At the time of
issuance, and usually from bond proceeds, the Authority is paid a percentage,
currently .35%, of the principal amount of the issue. Thereafter, commencing as
of the date of issue and payable at the beginning of each year thereafter during the
life of the bonds, the Authority receives an annual fee, currently .2%, of the
original prineipal amount of the issue for its original term, regardless of whether
the issue is prepaid, unless the Authority waives its rights to such payment.
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Bond issuance costs, including fees of bond counsel, the financial advisor and
trustee, are paid by the institution. The fees of bond counsel and the financial
advisor usually are paid from bond proceeds.

As a general policy, the Authority requires that the proceeds of each issue 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 Account pledged to the
payment of all bonds issued by the Authority for which such deposit has been made.
Although the College will make contributions to the General Bond Reserve Account
with respect to the Bonds the Bonds will not be secured by the General Bond
Reserve Account. See "ACCOUNTS - General Bond Reserve Account.” '

Members of the Authority

Member

Maxwell O. Ramsland, Jr.,
Chairman

Herbert M. Stellner, Jr.,
Viece Chairman

Dr. Clyde R. Ingle, Secretary

Frederick J. Bentz

Earl R. Herring

Peter H. Seed

Leonard J. Rogge*

Principal Activity

President, Ramsland & Vigen, Inc., Real
Estate Appraisers, Duluth

Senior Vice President, Marquette Bank
and Trust Company, Rochester

Executive Director, Minnesota Higher
Education Coordinating Board, Saint Paul

President, Bentz-Thompson & Associates,
Ine., Architects, Minneapolis

Vice President for Administrative Affairs,
Moorhead State University, Moorhead,
Minnesota

Member, Briggs and Morgan Professional

Association, Lawyers, Saint Paul and
Minneapolis

Retired, formerly Vice President for
Business Affairs, College of St. Thomas,
Saint Paul

* Mr. Rogge is retained by the College as a consultant. Mr. Rogge has not
participated nor will he participate in actions of the Authority relative to the

Bonds.

THE COLLEGE

The College of St. Thomas, a Minnesota not-for-profit corporation, was founded in
1885 by Archbishop John Ireland as St. Thomas Aquinas Seminary. The College
became a four year institution of higher education in 1908 and conferred its first
baccalaurate degrees in 1910. The College currently offers a broad range of
academic programs leading to undergraduate and graduate degrees. The College
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does not discriminate on the basis of race, creed, color, national origin, sex, age, or
physical disability in the employment of faculty or staff, the admission or
treatment of students, or in the operation of its educational programs and
activities. As permitted by applicable statutes and regulations, the College
reserves the right to consider sex as one factor in its undergraduate admissions
policy in order to effect a desired balance in the proportionate representation of
the sexes in the student body.

The main campus of the College is located in the west Summit Avenue area of
Saint Paul, Minnesota, between the downtown districts of Saint Paul and
Minneapolis. The College has recently acquired property in Owatonna, Minnesota
which will be used as a conference center (the "1982 Project").

The College is accredited by the North Central Association of Colleges and
Secondary Schools and is registered with the Minnesota Higher Education
Coordinating Board in accordance with Minnesota Statutes.

Governance

The College is governed by a 40-member Board of Trustees (currently there is one
vacancy). The Board elects its own members and each member serves a five-year
term with no limit on the number of terms, except that one member is nominated
by the College Alumni Association and elected by the Board of Trustees for a
three-year term. The present Board consists of 33 lay persons and six clergy. The
President of the College, the Archbishop of Saint Paul and Minneapolis and the
Vicar General of the Archdiocese of Saint Paul and Minneapolis are ex offico
members of the Board of Trustees. The Archbishop and Vicar General are also the
Chairman and Vice Chairman, respectively, by virtue of their positions.

Following is a list of the members of the Board of Trustees of the College and their
business or professional affil;ati‘on,’ as of July 1, 1982:

Trustee BT Principal Activity
Most Rev. John R. Roach,'Chairman - Archbishop, Archdiocese of Saint Paul and
T e e R " . Minneapolis

Rev. Msgr. Ambrose V. Hayden, v Vicar General, Archdiocese of Saint Paul

Vice Chairman o and Minneapolis '

W. James Armstrong " President, Northwestern National Bank of
Minneapolis

Jerome J. Choromanski* - " President & Chairman of the Bdard,
Crystal State Bank, Crystal, Minnesota

Thomas P. Coughlan , President, Mankato Stone Company,
Mankato, Minnesota

Rev. Dennis Dease Spiritual Director, The Saint Paul
Seminary, Saint Paul

dohn F. Donovan* President, Donovan Companies, Inc., Saint
Paul
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Trustee
Rev. Msgr Francis J. Fleming

Rev. Msgr. James H. Foran

Mary-Angela Harper

Robert E. Hess

Elizabeth A. Hidding*

Thomas E. Holloran*

Harry L. Holtz
Ronald M. Hubbs*

Anne L. Klein

David A. Koch*

Thomas P. Krebsbach

M. Joseph Lapensky
James Larkin

Robert D. Lund
Thomas F. Madison
John A. McHugh*
Harry G. McNeely, Jr.

Helen L. MeNulty

Principal Activity

Pastor, Church of St. Olaf, Minneapolis

Retired Pastor, Leo C. Byrne Re51dence,
Saint Paul _

- Executive Director, National Association

of Boards of Education, National Catholic
Educational Association, Washington,
D.C.

Clerk of Federal Courts; Saint Paul
Executive Vice President & ’Trea's'urel",
Twin City Tile and Marble Co.,
Minneapolis ' AL it
Chairman & Chiefi Executive Officer,
Inter-Regional Financial Group, Ine.,
‘Minneapolis (1)

Chairman, First Trust Company of Saint
Paul

Retired Chairman, The St. Paul
Companies, Inc., Saint Paul

Wayzata, Minnesota

President & Chief Executive Officer,
Graco, Inc., Minneapolis

President, Midway Chevrolet, Saint Paul

President, Northwest Airlines,' Ine.,
Minneapolis

Attorney, Larkin, Hoffman, Daly &
Lindgren, Ltd., Bloomington, Minnesota

Viee President, General Motors Corpo—
ration, Detroit

Vice President & Chief Executive Officer,
Northwestern Bell, Minneapolis

Attorney, Larkin, Hoffman, Daly &
Lindgren, Ltd., Minneapolis

President, Industry Finanecial Corporation,
Saint Paul

Vice President, Intercultural Communi-
cations, Inc., Minneapolis
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Trustee Principal Activity

Herbert F. Mischke Underwriter, Equitable Life Insurance of
Iowa, Saint Paul

Frank C. Mullaney ‘ . Business Consultant, Minneapolis

Edward L. Murphy, Jr. s ~ Chairman of the Board & Chief Executive

Officer, Murphy Motor Freight Lines,
Ine., Saint Paul .

Rev. Msgr. Terrence J. Murphy* President, College of St. Thomas
Donald O'Shaughnessy President, Lario Oil and Gas Company,
' Midland, Texas '
William J. Quinn . . ' Chairman, Board of Trustees, Loyola
‘ v University, Chicago
Gerald A. Rauenhorst : ) Chairman, Chief Executive Officer and
' controlling shareholder, Opus

Corporation, formerly Rauenhorst Corpo-
ration, Minneapolis (2)

William S. Reiling President, Towle Real Estate Company,
' . ’ Minneapolis o
James J. Renier » President, Control Systems, Honeywell,
' ” Inc., Minneapolis o ’
John W. Ryan - President, Indiana University,
R - Bloomington, Indiana
Guy Schoenecker* S President & Chief Executive Officer,
! o Business Incentives, Ine., Minneapolis
Robert E. Short* © +  President, Admiral Merchants Motor
7 , o Freight, Saint Paul
William G. Stocks™ I “Chairman & Chief Executive Officer,
Peavey Company, Minneapolis
James A. Thwaits ' President, International Operations and
Corporate Staff Services, 3M Company,
- Saint Paul ‘

* Member of the Executive Committee of the Board of Trustees, which is
empowered to the extent determined by the Trustees and as permitted by law to
act on behalf of the Board between Board meetings.

(1) Dain Bosworth Incorporated, one of the Underwriters, is a wholly owned
subsidiary of Inter-Regional Financial Group, Inc.

(2) Opus Corporation, formerly Rauenhorst Corporation, is the general contractor
for the 1982 Project and was one of two general contractors for the 1980
Project.



Administration
The principal officers of the College are as follows:
President

The Reverend Monsignor Terrence J. Murphy has been the President of the College
since 1966. He has been associated with the College since 1954, first as a faculty
member and then from 1962 to 1966 as Executive Vice President. Monsignor
Murphy received a B.A. degree in philosophy from Saint Paul Seminary, an M.A.
degree in political science from the University of Minnesota,, and a Ph.D. degree
in political science from Georgetown University. In April, 1966, he was named a
Domestic Prelate with the title of Right Reverend Monsignor by Pope Paul VI.

Provost and Vice President for Academic Affairs

Dr. Charles J. Keffer has been Provost since 1977. He is also Vice President for
Academic Affairs. He came to the College in 1973 as Dean of the College. He
received his undergraduate B.S. degree from the University of Seranton and his
M.A. and Ph.D. degrees from Harvard University.

Vice President for Administration

Donald J. Leyden is Vice President for Administration, a position he has held since
1975. He has also held the following positions at the College: Director of Public
Relations, Alumni Director, Associate Director of the Management Center and
Executive Assistant to the President. He received his B.A. degree from the
College of St. Thomas.

Vice President for Development

James A. Keenan, Jr. has been Vice President for Development since 1971. From
1969 to 1971 he was Director of Development. He received his B.A. degree from
Holy Cross College and received a J.D. from Georgetown University.

Business Manager

Khel Marken has been Business Manager since December, 1980. He received his
B.S. degree from the University of South Dakota.

Campus

As of June 1, 1982 the campus had the following major facilities most of which are
located on the Saint Paul campus of approximately 45 acres:
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Library

O'Shaughnessy Library contains approximately 200,000 volumes and has an
auditorium and audio visual center. The College is a member of the Cooperating
Libraries in Consortium, Inc., the Saint Paul-Minneapolis private college inter-

library loan group; and MINITEX, which provides access to the University of
Minnesota Libraries.

Catholic Publishing Center

The College owns the Catholic Digest, a national, monthly magazine with a
circilation of approximately 630,000. Although the magazine has some original
articles, its principal content consists of reprints. It has income from advertising
in addition to subscriptions. The College operates the magazine within its Catholie
Publishing Center, a division of the College, which had a net income of $571,859
for fiscal year ended June 30, 1981. Financial information with respect to the
Catholic Publishing Center is included in Appendix I to this Official Statement.

Academie Information

The College follows the four-one-four academic calendar of two four-month
semesters during the school year, separated by a one-month interim term in
January. During each semester the undergraduate student's normal course load is
four subjects; during the interim concentration is on one subject. The B.A. degree
is awarded in the following major concentrations or programs of study: Art,
Biology, Business Administration (Accounting, Financial Management, Marketing
Management, Human Resources Management, Operations Management, General
Business Management), Chemistry, Communication and Theatre, Criminal Justice,
East Asian Studies, Economies, Education, English, Foreign Language-Business
Administration, French, Geology, German, Greek, History, Home Economics,
International Studies, Journalism, Latin, Library Science, Literary Studies,
Mathematies, Musie, Philosophy, Physical Education, Physics, Political Seience,
Psychology, Public Administration, Quantitative Methods and Computer Seience,
Russian Area Studies, Social Sciences, Social Work, Sociology, Spanish, and
Theology.

Sinece 1950 the College has had a graduate program in education. The College
grants the Master of Arts and the Education Specialist degrees. Concentrations
are available in school administration, counseling, developmental and remedial
reading, community education, special education, teacher preparation and in
curricular enrichment programs in elementary and secondary education. Fall 1981
enrollment in the graduate program in education was 676.

In 1974 the College added the Master in Business Administration degree to its
graduate programs. Courses offered in this program are taught in the evening.
The program has grown since 1974 to an enrollment of 1,216 as of Fall 1981. The
majority of the student body pursuing this degree are working adults.

A graduate program in religious education started in 1977 had 40 students enrolled
as of the Fall of 1981; it offers a Master of Arts degree.

The College has several non degree-granting programs developed for the education
and training of the general community. These include: the Management Center,
offering formal courses, seminars and conferences to business, government and
publie institutions; the Center for Economic Eduecation, to pursue the improvement
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of the quality and quantity of economies taught in the schools; the Center for
Senior Citizens Education; and the Community Education Center to provide
assistance to school distriets and to assist in the expansion of the ecommunity
education concept at State and national levels.

Faculty and Staff

The faculty-student ratio at the College is approximately one to 20. There is no
religious or denominational prerequisite nor any participatory religious requirement
for faculty or staff membership. The College subscribes to the 1940 Statement of
Principles on Academic Freedom of the American Association of University
Professors and the Assoclatlon of American Colleges.

As of Fall 1981 the College employed 169 full-time and 141 part-time faculty.
Total employees number approximately 650. ’

The total audited payroll of $8,992,391 for the fiscal year ended June 30, 1981
included $276,986 of contributed services, net of expenses. A contributed service
is defined as the salary the College would expect to pay a comparably qualified lay
person for services performed by religious, less expenses, allowances and cash
salary. As of June 30, 1981 there were 22 persons, primarily diocesan prlests, on
the faculty and admmlstratlve staff of the College who contribute their services.
The average age of such persons was 52.5 years.

The following table lists the academic rank, number and average salary of the lay
members of the College faculty for the 1981/82 academic year. In addition there
are 17 priests on the full-time faeulty.

Number Average Salary

Professor 14 $31,987
Associate Professor 41 26,320
Assistant Professor 79 ‘ 22,048
Instructor , 18 17,219
Total 152

The following table lists the degrees and professional de31gnatlons held by the full-
time faculty members for the 1981/82 year.

Number
Doctorate : 107
Master of Arts, Juris Doctorate,
Certified Public Accountant 58
Bachelor of Arts _4
Total _16_9

Student Body

The Fall term enrollment at the College for the 1981/82 academic year was 5,630;
with a full-time equivalent ("FTE") enrollment of 4,558. Approximately 85% of the

1981/82 freshman class of 815 were students from the State of Minnesota; this
ratio has been relatively stable and is expected by the College to remain so.
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The College's undergraduate day program admitted women for the first time in the
Fall of 1977. Graduate programs have been coeducational since their inception.
Women comprise approximately 40% of the total graduate and undergraduate
student body.

Enrollments

The followmg table sets forth the enrollment at the College as of the Fall term for
the five most recent academle years

‘Program A 1977/78 1978/79 1979/80 1980/81 1981/82
Undergraduate Day | 2,527 2,747 2,908 3,163 3,390
New College* - 159 - 215 275 307 308
Total Undergraduate 2,686 2,962 3,183 3,470 3,698
Graduate Education 767 727 648 712 676
Graduate Business : 651 - 761 919 1,060 1,216
Graduate Religious Education 35 32 34 39 40
Total Graduate , 1,453 1,520 1,601 1,811 1,932
Total Enrollment 4,139 4,482 4,784 5,281 5,630
FTE Enrollment . 3,335 3, 613 - 3,864 4,236 | 4,558

The College projects that enrollment in the next five academlc years will be as
follows:

Program : 1982/83  1983/84 1984/85  1985/85 1986/87
Undergraduate Day 3,330 3,300 3,300 3,190 3,170
New College*: 350 375 400 425 450
Total Undergraduate 3,680 3,675 3,700 3,615 3,620
Graudate Education 650 650 650 650 650
Graduate Business 1,250 1,300 1,300 1,250 1,250
Graduate Religious Education 40 45 45 45 45
Total Graduate 1,940 1,995 1,995 1,945 1,945
Total Enrollment 5,620 5,670 5,695 5,560 5,565

* An evening degree-granting program for adults.

Housing

Students may live either off campus or in one of the residence halls on campus. All
students living on campus also must board on campus. As of Fall 1982 the College
will have 11 student residences with a capacity for 1,179. Approximately 32% of
the undergraduate student population for the academie year 1981/82 resided on
campus.
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Tuition and Fees

The College meets the cost of educational programs primarily through tuition and
fees. The following table lists the tuition charged full-time students in the
College's major programs for the academic years beginning in the Fall, 1978
through 1981, and the tuition schedule for the academic year beginning in the Fall
of 1982.

1978 1979 1980 1981 1982

Undergraduate (full-time) $2,560 $2,760 $3,080 $3,520 $4,160
Graduate education and

religious education per credit 75 75 80 90 110
Graduate School of Business '

per credit - 80 80 90 105 130

The Board of Trustees reserves the right to revise charges from time to time.
Although the Board of Trustees anticipates that it will be able to raise current
tuition and fees without adversely affecting future enrollment, there can be no
assurance that it will be able to do so. Future economic and other econditions may
affect the ability to increase tuition and fees while sustaining current levels of
enroliment.

The following table lists total revenue derived from tuition and fees for the fiseal
years ended June 30, 1977 through 1981 and an estimate of such revenue for the

fiseal year ended June 30, 1982.

Year Tuition and Fees
1977 $ 6,744,051
1978 8,012,649
1979 9,285,047
1980 -+ 10,376,778
1981 12,360,293
1982%* 14,306,000*

* Estimated.
Finaneial Aid

About 70% of the College's students currently receive some form of finanecial aid.
Some of the federal and State financial aid programs apply to tuition and fees,
whereas others provide aid for living expenses such as transportation, housing (on
or off campus) and personal expenses. :

The following table sets forth a five year summary of financial aid information for
the College. It shows the growth in the number of students receiving financial aid
in all forms and the changes that have occurred in each type of program. The
projection for the fiseal year ended June 30, 1983 shows some significant shifts in
funding - notably increased dependence on College sources. Projections beyond the
fiscal year ended June 30, 1983 are difficult to make because of the uncertainties
at both the federal and State level. In anticipation of further dependence on the
College, the Board of Trustees has designated $2,375,000 in inereased endowment
for student financial aid as a result of a recently concluded capital fund drive.
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Awards of finanecial aid, excluding competitive scholarships, are granted on the
basis of need up to the maximum allowed by the various programs and can be
substituted for each other in the establishment of a student's financial aid package.
No assurance can be given that federal and State student finaneial aid will continue
to be funded at current levels.

Financial Records

The College maintains its finaneial records on the basis of a fiscal year ended June
30. The College uses a fund accounting system and the financial statements of the
College are prepared on the accrual basis except for depreciation accounting as
explained in the notes to the College's financial statements. Appendix I sets forth
the financial statements of the College, including the Catholic Publishing Center
Division, for the years ended June 30, 1980 and 1981, which statements have been
examined by Boulay, Heutmaker, Zibell & Co., certified public accountants.

Statement of Income, Expenditures and Transfers
The following table sets forth the statements of current general (unrestricted)
income, current expenditures and transfers for the College for the fisecal years

ended June 30, 1977 through 1981. This table should be read in conjunction with
the financial statements which are Appendix I.
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Gifts, Grants and Bequests

The College actively solicits and receives gifts and bequests from a variety of

donors and also receives various grants from private foundations and from agencies
of the federal government.

Major deVelop{nent programs, including efforts to raise eapital funds and a variety
of annual giving programs among alumni, parents of students, businesses and
friends of the College, have been maintained for a number of years.

In September, 1977 the College embarked upon the largest fund-raising eampaign in
its 95 year history. This campaign, entitled "Priorities for the '80's," resulted in
gifts (including pledges) in the amount of $20,075,814, surpassing the College's
original goal of $14,403,000 by approximately 39%. A major purpose of this
campaign, which officially ended in December, 1981, was to increase endowment
funds for both restricted and unrestricted purposes. Approximately $7,319,000 was
raised for endowment through the campaign. As of June 30, 1981 $6,597,294 had
been received of the $14,124,403 of pledges made as of that date.

The College does not currently have plans for any major fund-raising eampaign in
the near future. _ )

The following table sets forth the amounts of gifts, grants and bequests received by
the College for the fiseal years ended June 30, 1977 through 1981. -

Fiscal Year Current General ; '_ Current Restricted SR ; Tofal
1977 $1,031,106 $ 671,598 "'$ 1,702,704
1978 ©. 3,898,118 - | 640,901 4,539,019
1979 1,222,476 1,729,919 :

1980 1,169,745 1,542,468
1981 - 1,278,538 - 2,313,239
Totals . $8,599,983 © $6,898,125 1

$15 ,498,108
Endovément Funds \

The College's Endowment Funds include (i) general endowment funds which are
subject to the restrictions of gift instruments requiring, that the principal be
maintained in perpetuity and that only the income be utilized, either for donor-
specified -purposes or for general College purposes; (ii) funds functioning as
endowments which represent expendable funds received which, by decision of the
Board of Trustees of the College, have been retained and invested for the future
benefit of the College, but which ecan be utilized, if and when the need arises, for
current operating and capital expenditure purposes at the discretion of the Board
of Trustees; (iii) funds functioning as a term endowment which represents a gift to
the College, the income of which, by decision of the Board of Trustees, is used to
retire specified indebtedness, and following such retirement, or before that time at
the discretion of the Board, the fund principal and income can be utilized for
current operating and ecapital expenditures; and (iv) funds restricted as to both
principal and interest for purposes of the Catholic Publishing Center. The
following table is a recapitulation of balances of endowment funds and funds
functioning as endowments for the fiscal years 1977 through 1981 and for fiscal
year 1982 through March 31:
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Long-Term Debt

The College had the following long-term debt (maturing beyond one year) outstand-
ing as of July 1, 1982, exclusive of the Bonds:

(a)

(b)

(e)

(@)

(e)

()

$1,200,000 Dormitory Bonds of 1957, dated December 1, 1957, at 2-7/8%;
remaining principal is $665,000 due in annual installments through 1997;
purchased by the U.S. Department of Housing and Urban Development;
proceeds were used to construct Dowling Hall (student dormitory). The
bonds are secured by (i) a first mortgage lien on Ireland and Dowling Halls,
(ii) net revenues of the operations of these buildings, and (iii) the full faith
and credit of the College.

$1,300,000 Student Union Bonds of 1959, dated January 1, 1959, at 3%;
remaining prineipal is $435,000 due in annual installments through 1989;
purchased by the U.S. Department of Housing and Urban Development;
proceeds were used to construct the Student Union (Murray Hall). The bonds
are secured by (i) a first mortgage on the faeility, (ii) net operating revenues
of the Student Union, (iii) Student Union fees, and (iv) the full faith and
credit of the College.

$1,050,000 Dormitory Bonds of 1967, dated April 1, 1967, at 3%; remaining
prineipal is $895,000 due in annual installments through 2017; purchased by
the U.S. Department of Housing and Urban Development; proceeds were
used to construct Brady Hall (student dormitory). The bonds are secured by
(i) a first mortgage lien on Brady Hall, (ii) net revenues from the operation
of the building, and (iii) the full faith and credit of the College.

$1,346,000 Academic Building Bonds of 1969, dated June 1, 1969, at 3%;
remaining prinecipal is $1,122,000 due in annual installments through 2009;
purchased by the U.S. Department of Health, Education and Welfare; the
proceeds were used to finance in part the construction of the O'Shaughnessy
Education Center. The bonds are secured by (i) a first mortgage lien on
O'Shaughnessy Education Center, and (ii) the full faith and credit of the
College. The College received gifts from LA. O'Shaughnessy that are
funetioning as a term endowment to provide principal and interest.

$800,000 Minnesota Higher Education Facilities Authority (the "Authority™)
First Mortgage Revenue Bonds, Series K, dated December 1, 1974, at
various rates from 5.50% to 6.90%; remaining principal is $620,000 due in
annual installments through 1994. The proceeds were used to construct the
Faculty Residence Building. The bonds are secured by (i) a first mortgage
lien on the Faculty Residence Building, (ii) the net revenues of the facilities,
(iii) a Debt Service Reserve Account of $56,000, (iv) the Authority's General
Bond Reserve Account, (v) the full faith and eredit of the College, and (vi) a
pledge by the College to charge tuition fees and other fees and charges
sufficient to provide debt service.

$685,000 Minnesota Higher Education Facilities Authority First Mortgage
Revenue Bonds, Series U, dated January 1, 1978, at various interest rates
from 4.40% to 5.90%; remaining principal is $645,000 due in annual
installments through 2000. The proceeds were used to construct an addition
to Murray Hall. The bonds are secured by a second mortgage lien which will
become a first mortgage lien after the Student Union bonds of 1959
described in subparagraph (b) above are retired, (ii) the guarantee of the
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(g)

(h) .

(@

College, (iii) a debt service reserve account of $44,800, and (iv) the
Authority's General Bond Reserve Account.

$1,800,000 Minnesota Higher Education Facilities Authority First Mortgage
Revenue Bonds, Series X, dated September 1, 1978, at various interest rates
from 6.00% to 7.00%; prinecipal outstanding is $1,750,000 due in annual

- installments through 1999. The proceeds were used to construct John Paul I

Residence Hall. The bonds are secured by (i) a first mortgage lien on the
John Paul II Residence Hall, (ii) the guarantee of the College, (iii) the net
revenues of the facility, (iv) a debt service reserve account of $112,000, and
(v) the Authority's General Bond Reserve Account.

A $577,150 contract for deed at 10%; $20,000 was paid August 1, 1981,
prinecipal payments will be due $20,000 in 1982, $10,000 in 1983 and $100,000
in 1984. In addition, monthly interest installments of $3,600 will be paid
until August 1, 1992 and a final payment of $532,265.67 will be due August
1, 1992. The contraet is for the purchase of the Grand Avenue apartments.

$5,980,000 - Minnesota Higher Education Facilities Authority First Mortgage
Revenue Bonds, Series Two-C, dated November 20, 1980, at 7.95%; remain-
ing principal is $5,980,000 due November 20, 1983. The proceeds were used
to construct the 1980 Project. The bonds of this issue are the Series Two-C
Bonds to be refunded by Refunding Bonds.

Debt Amortization Schedule

The table on the following page lists the annual principal and interest payments due
for the foregoing described long-term debt of the College plus the Debt Service for
the Series Two-D Bonds and the Refunding Bonds.
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Pensions
The College has three retirement programs for its employees.

1. All lay full-time faculty and administrators are enrolled in the
Teachers Insurance and Annuity Association and College Retirement
Equity Fund (TIAA-CREF). The College annually contributes 6% of
salary and the employee contributes 4%. This is a defined contri-
bution plan.

2. For priests of the Archidocese of Saint Paul and Minneapolis serving
at the College, the College contributes funds on a current basis to a
retirement plan administered by the Archdiocese.

3. For lay clerical and maintenance employees, the College contributes
funds on a current basis to a retirement plan administered by the
Archdiocese of Saint Paul and Minneapolis.

The College is current in all of its payments with respect to its retirement
programs.

Unions

The International Brotherhood of Teamsters Local 120 represents 45 employees
who are on the custodial/grounds/housekeeping staff of the College. As of July 1,
1981 the College signed a two-year contract with Teamsters Local 120. In
addition, three of the College's employees are represented by the Operating
Engineers Local 36. The current agreement between the Operating Engineers
Local 36 and the College expires August 31, 1982.

Litigation

A charge alleging unfair disecrimination on the basis of race and national origin was
filed with the Minnesota Department of Human Rights (the "Department") against
the College in 1980 by a student. The charge is denied by the College. To date
there has been no finding in the case, and it is still pending.

A charge alleging unfair diserimination on the basis of sex and national origin was
filed against the College in 1977 by a former faculty member with the Department
as well as the Equal Employment Opportunity Commission (the "EEOC"). The
charge is denied by the College. The charge has been processed by the Department
pursuant to a Worksharing Agreement between the Department and the EEOC. In
June of 1979, the Department made a determination that probable cause exists to
credit the allegation that an unfair diseriminatory practice had been committed.
Attempts to resolve the case through conciliation failed, and the Department
recommended to the Minnesota Commissioner of Human Rights that a complaint
against the College be issued. The charging party died in December of 1979, and
the complaint was not issued. The Department notified the College's legal counsel
on July 7, 1982, that the Department was initiating an administrative closure
process, after the completion of which the Department's case will be closed. The
EEOC notified the College's legal counsel on July 9, 1982, that the EEOC will
accord substantial weight to final action taken by the Department in reviewing.
final action to be taken by the EEOC, provided the charge was processed in
accordance with EEOC requirements. There can be no absolute assurance at this
time that the case will be closed by the Department or by the EEOC. If the case is

-34-



closed by thg Depaftment and the EEOC, the heirs and representative of the estate
of the charging party may have the right to commence a civil action against the
College based upon the alleged diserimination.

LEASES, INDENTURES AND GUARANTY AGREEMENTS

The Series Two-D Lease, Series Two-D Indenture and Series Two-D Guaranty
Agreement are similar to the Refunding Series Lease, Refunding Series Indenture
and Refunding Series Guaranty Agreement, and the descriptions of the Leases, the
Guaranty Agreements and Indentures provided herein apply to both Leases, both
Guaranty Agreements and both Indentures except where otherwise specifically
indicated. However, a default under the Series Two-D Lease, the Series Two-D
Indenture or the Series Two-D Guaranty Agreement, or with respect to the Series
Two-D Bonds is not necessarily a default under the Refunding Series Lease, the
Refunding Series Indenture or the Refunding Series Guaranty Agreement, or with
respect to the Refunding Bonds, and vice versa; and the security provided for the
Series Two-D Bonds does not secure the Refunding Series Bonds and the security
provided for the Refunding Bonds does not secure the Series Two-D Bonds. See
"SUMMARY OF SECURITY FOR THE BONDS" and "ACCOUNTS."

THE LEASES

The following is a summary of certain provisions of the Series Two-D Lease and the
Refunding Series Lease (the "Leases"). This summary does not purport to be
complete and reference is made to the full text of each Lease for a complete
recital of its terms. Certain words and terms used in this summary are defined in
"DEFINITIONS OF CERTAIN TERMS."

Term of Leases
The Leases shall be for a term of 11 years expiring July 1, 1993.
Refunding of Series Two-C Bonds

In the Refunding Series Lease, the College agrees that it will pay the principal of
and interest on the Series Two-C Bonds and all costs relating to the issuance of the
Refunding Bonds and paying the Series Two-C Bonds to the extent such payments
and costs are not met from proceeds of the Refunding Bonds in the Refunding
Account. ‘ '

Construction of the Project

In the Series Two-D Lease, the Authority has authorized the College to make all
contracts and do all things necessary for the construction of the 1982 Project; the
College has agreed that it will, with all reasonable dispatch, cause such Project to
be constructed and equipped in accordance with the plans on file with the
Authority; costs of such Project shall be paid from the Construction Account. See
"ACCOUNTS - Construction Account." In the Refunding Series Lease, the College
has agreed that it will comply with the similar provisions in the Series Two-C
Lease with respect to the 1980 Project.
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Rental Payments

Until the prineipal of and interest on the Bonds (and any Additional Bonds) have
been fully paid or provision for the payment thereof has been made in accordance

with the Indenture, the College agrees to pay or provide for the payment of the
following rental payments ("Base Rent"):

(a) At least 15 days prior to each January 1 and July 1, an amount equal
to the interest due on such interest payment date, after erediting any
accrued interest then held in the Bond and Interest Sinking Fund
Account and available to make such interest payment;

(b) At least 15 days prior to July 1, 1984 and July 1 in each year
thereafter an amount sufficient, together with other available funds
then held by the Trustee, to pay the prinecipal amount of the Bonds
(and any Additional Bonds) maturing on such dates; and

(e) Amounts needed to maintain the funds and investments in the
respective Debt Service Reserve Accounts at least equal to the debt
service requirements as deseribed under "ACCOUNTS - Debt Service
Reserve Accounts."

There is reserved to the College the right to prepay all or any part of the Base
Rent payments described in (a) and (b). Sueh prepayments, if made, will not,
however, permit the Authority to redeem Bonds prior to their maturity, except in
certain events as described under "THE BONDS."

As Additional Rent, the College agrees to pay the annual fee of the Authority, fees
and expenses of the Trustee and any paying agent and certain other expenses.

Use of Project Faci]ities

The College agrees to use the Project Facilities as educational facilities, in
compliance with law and ordinance requlrements, and not as facilities for sectarian
instruetion or religious worship, nor primarily in connection with a program of a
school or department of divinity for any religious denomination. It agrees not to
permlt use of the Project Facilities in such manner or to such an extent as would
result in a loss of the tax-exemption for interest on the Bonds under Section 103 of
the Internal Revenue Code.

Net Lease

Each Lease is a net lease, and the Authority is not required, except from Bond
proceeds, to make any expenditures in connection with the Lease or Leased
Property or to make any repairs or to maintain the Leased Property.

Maintenance of Leased Property

The College agrees that during the terms of the Lease it will keep the Leased
Property, including all appurtenances thereto and the equipment and machinery
therein in good repair and good operating condition at its own cost, and upon the
expiration or termination of the Lease, unless it shall have exerc1sed its option to
purchase the Leased Premises (see "THE LEASES - Option to Purchase Leased
Property"), it will surrender the Leased Property to the Authority in as good
condition as prevailed at the time the Lease was executed, loss by fire or other
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casualty covered by insurance, ordinary wear and tear, obsolescence and acts of
God excepted. -

Alterations

The College may remodel a Project Building or make alterations to the Leased
Premises, the cost of which shall be paid by the College. If the alterations cost
$30,000 or more, prior approval of the Authority and a performance bond are
required. Such additions or improvements shall be included under the terms of the
Lease as part of the Leased Property.

Liens

Except for Permitted Encumbrances, the College will not permit any liens to be
established or remain against the Leased Property, including any mechanic liens for
labor or materials furnished in connection with any remodeling, additions, modifi-
cations, improvements, repairs, renewals or replacements, provided the College
may in good faith contest any liens filed or established against the Leased Property
and may permit the items so contested to remain undischarged and unsatisfied
during the period of such contest so long as the lien of the Indenture will not be
materially endangered and the Leased Property will not be subject to loss or
forfeiture.

Taxes and Other Governmental Charges

The College will pay all taxes, special assessments and governmental charges of
any kind that may at any time be lawfully assessed or levied against or with
respect to the Leased Property or any furnishings, equipment or other property
installed or brought by the College therein or thereon, and all claims for rent,
royalties, labor, materials, supplies, utilities and other charges incurred in the
operation, maintenance, use, occupancy and upkeep of the Leased Property.

The College may, at its expense, in good faith contest any such taxes, assessments
and other charges and may permit the taxes, assessments or other charges so
contested to remain unpaid during the period of such contest unless the lien of the
Indenture will be materially endangered thereby or the Leased Property will be
subject to loss or forfeiture.

Insurance

The College is to obtain and maintain, so long as any Bonds are outstanding, the
following insurance:

(a) fire and extended coverage insurance on all buildings, structures and
improvements, fixtures, equipment, furniture and furnishings consti-
tuting the Leased Property in amounts sufficient to provide for not
less than full recovery whenever the loss from causes covered by such
insurance does not exceed 80% of the full insurable value of the
property so insured, which insurance may be provided under a blanket
insurance policy;

(b) boiler insurance covering any boilers servicing each Project, in a
minimum amount of $50,000;
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(e) public liability insurance in minimum amounts of $5,000,000 for
bodily injury or death for each occurrence in connection with the
Leased Property and $100,000 for property damage for any
occurrence in connection with the Leased Property;

(@) worker's compensation coverage to the extent required by law.
Damages, Destruction and Loss of Title

If the Leased Property is destroyed or damaged or title to the Leased Property is
taken under the exercise, or threat of the exercise, of the power of eminent
domain, the College may, under certain conditions purchase the Leased Property
(see "THE LEASES - Option to Purchase the Leased Property") and direct the
Authority to call the Bonds; otherwise, the College shall use the Net Proceeds of
the insurance or award to repair, rebuild or restore the Leased Property.

If the Net Proceeds are not sufficient to repair, replace or restore the Leased
Property to substantially the same condition as before the damage, destruction or
taking, unless certain conditions exist and the College elects to call the Bonds or
purchase the Leased Property, it shall, nevertheless, repair or restore the Leased
Property and pay the costs thereof in full.

Indemnification

The College agrees to hold the Authority, its members and employees, harmless
against, any claim, cause or 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 Leased Property or the use thereof, including
that caused by any negligence of the Authority or anyone acting in its behalf;
provided that the indemnity 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.

The College 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 reasonable counsel fees) incurred by the Authority in
connection with i<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>