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THESE SECURITIES 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 UNDER THE SECURITIES OR 
BLUE SKY LAWS OF THE STATES IN WHICH THEY HAVE BEEN REGISTERED OR QUALIFIED, AND THE 
EXEMPTION FROM REGISTRATION OR QUALIFICATION IN OTHER STATES SHALL NOT BE REGARDED 
AS A RECOMMENDATION THEREOF.  NEITHER THESE STATES NOR ANY OF THEIR AGENCIES HAVE 
PASSED UPON THE MERITS OF THESE SECURITIES OR THE ACCURACY OR COMPLETENESS OF THIS 
OFFICIAL STATEMENT.  ANY REPRESENTATION TO THE CONTRARY MAY BE A CRIMINAL OFFENSE.
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No person has been authorized by the Issuer, the Underwriter, or the Company to give any information regarding 
the Series 2013 Bonds, the Company, the School, the Project, the offering contained herein and related matters or 
to make any representations other than those contained in this Preliminary 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.  This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy in any 
state in which it is unlawful for any person to make such offer or solicitation.  The information set forth herein has 
been provided by or on behalf of the Company.  Neither the Issuer nor the Underwriter makes any guarantee as to 
accuracy or completeness of such information, and its inclusion herein is not to be construed as a representation by 
the Underwriter or the Issuer.  The information and expressions of opinion herein are subject to change without 
notice and neither the delivery of this Official Statement at any time nor any sale made hereunder creates any 
implication that the information herein is correct as of any time subsequent to its date.

Neither the Issuer nor any of its members, agents, employees or representatives have reviewed this Official 
Statement or investigated the statements or representations contained herein, except for those statements relating 
to the Issuer set forth under the captions “THE ISSUER” and “LITIGATION – Issuer.”  Except with respect to the 
information contained under such captions, neither the Issuer nor any of its members, agents, employees or 
representatives makes any representation as to the completeness, sufficiency and truthfulness of the statements set 
forth in this Official Statement.  Members of the governing body of the Issuer and any other person executing the 
Bonds are not subject to personal liability by reason of the issuance of the Bonds.  The Issuer assumes no 
responsibility for this Official Statement and has not reviewed or undertaken to verify any information contained 
herein.
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SUMMARY INFORMATION

The following is a summary of certain information contained in this Official Statement.  
The summary is not comprehensive or complete and is qualified in its entirety by reference to the 
complete Official Statement.  Undefined capitalized terms used below are defined in Appendix E 
hereto or elsewhere in this Official Statement.

The Series 
2013 Bonds

Collectively, the $11,180,000* Lease Revenue Refunding Bonds 
(PACT Charter School Project), Series 2013A and the $_______*
Taxable Lease Revenue Refunding Bonds (PACT Charter School 
Project) Series 2013B and, together with the Series 2013A Bonds, the 
“2013 Bonds” to be issued by the City of Ramsey in denominations of 
$5,000 or any integral multiple thereof.  See “THE SERIES 2013 
BONDS - Interest; Maturity; Payment.”

Payment Interest accrues on the Series 2013 Bonds at the rates set forth on the 
cover hereof from the dated date and is payable on _______ 1 and 
__________ 1 of each year (commencing __________ 1, 2013) by 
check or draft of the Trustee mailed on such dates to the persons who 
were the registered owners of the Series 2013 Bonds as of the 15th day 
of the month preceding each interest payment date; provided that any 
holder of not less than $1,000,000 principal amount of Series 2013 
Bonds may receive payment of interest by wire transfer upon proper 
instruction to the Trustee.  Principal and premium, if any, will be 
payable at the principal corporate trust office of the Trustee.  See “THE 
SERIES 2013 BONDS – Interest; Maturity; Payment.”

Payment Redemption
or Prepayment

As more fully described herein, the Series 2013 Bonds are subject to 
redemption or prepayment prior to maturity, as follows: (a) optional 
redemption of the Series 2013A Bonds maturing on or after 
__________ 1, 20__ upon request of the Company in whole or in part 
on any date, on and after __________ 1, 20__, at par plus accrued 
interest; (b) extraordinary redemption at par plus accrued interest due to 
the occurrence of certain casualty, condemnation, or other unexpected 
events; (c) for the Series 2013A Bonds maturing on __________ 1, 
20__, 20__, 20__, and 20__ (the “Series 2013 Term Bonds”), 
mandatory redemption at par plus accrued interest due to sinking fund 
redemption; (d) mandatory redemption in whole upon the occurrence of 
a Determination of Taxability at par plus accrued interest plus, with 
respect to the Series 2013A Bonds, a premium of 3% of the principal 
redeemed; and (e) acceleration due to an Event of Default occurring 
under the Indenture, the Loan Agreement, the Tax Regulatory 
Agreement, the Lease, the Pledge Agreement or the Mortgage.  See 
“THE SERIES 2013 BONDS - Redemption of Series 2013 Bonds.”
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Use of Proceeds Proceeds of the Series 2013 Bonds will be loaned pursuant to a Loan 
Agreement to the Company to:  (i) refund the Issuer’s Lease Revenue 
Refunding Bonds (PACT Charter School Project), Series 2004 which 
previously financed the existing school facility at 
__________________ (the “Schoolhouse”) in the City of Ramsey, 
Minnesota (the “City”) operated by the PACT Charter School, a 
Minnesota nonprofit corporation (the “School”); (ii) fund a debt service 
reserve fund; and (iii) pay the costs of issuing the Bonds (the 
“Project”).  The Schoolhouse will be owned by the Borrower and 
leased to and operated by the School.  See “SOURCES AND USES OF 
FUNDS.”

The Company 
and the School

The borrower under the Loan Agreement is PCS Building Company, a 
Minnesota nonprofit corporation and 501(c)(3) organization formed for 
the purpose of owning and leasing the Project to PACT Charter School, 
a Minnesota nonprofit corporation and 501(c)(3) organization.  See 
Appendix A:  “THE COMPANY, THE SCHOOL AND THE 
PROJECT.”

Security for 
the Bonds

The Bonds will be secured by and payable from an assignment and 
pledge of (i) all moneys held under the Indenture, including Series 
2013 Bond proceeds initially deposited in the Reserve Fund, (ii) the 
interest of the Issuer in the Loan Agreement  (except for certain rights 
to indemnification and payments of fees and expenses), (iii) amounts 
realized pursuant to a mortgage on the Schoolhouse or an assignment of 
leases, (iv) insurance benefits and condemnation awards payable with 
respect thereto, (v) Lease Payments due from the School, which shall 
be automatically withdrawn by the Trustee from the Sweep Account 
pursuant to a Pledge Agreement, and (vi) investment earnings on the 
foregoing.  Pursuant to the Loan Agreement and the Pledge Agreement, 
the School has agreed to maintain and replenish as necessary, on a best-
efforts basis, a separate, segregated fund balance in an amount equal to 
twenty percent (20%) of the budgeted annual operating expenses (net 
of Lease Payments) of the School.  The Pledge Agreement also 
contains certain on-going covenants and agreements of the School to 
the Trustee to provide financial and operating reports, to comply with 
the requirements of the Minnesota Department of Education, not to 
incur new additional indebtedness (with certain exceptions), to 
maintain not less than 45 Days Cash on Hand, and to operate the 
School with a surplus of Income Available for Debt Service over the 
principal and interest due on the Series 2013 Bonds and any Additional 
Bonds.  See Appendix E:  “THE LOAN AGREEMENT – Covenants of 
the School.” and "THE PLEDGE AGREEMENT." The Bonds are 
limited obligations of the Issuer and do not constitute general 
obligations or a debt, liability, or pledge of the full faith and credit of 
the Issuer, the State or of any political subdivision or agency thereof.  
The Bonds are not secured by or payable from any taxes, revenues or 
assets of the Issuer, except for the Issuer’s interest in the Loan 
Agreement and amounts held pursuant to the Indenture as described 
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herein.  See “SECURITY FOR THE BONDS.”

Trustee and Paying
Paying Agent

Wells Fargo Bank, National Association in Minneapolis, Minnesota.

Investment Risks An investment in the Series 2013 Bonds involves risks, including, but 
not limited to, those discussed under “BONDHOLDERS’ RISKS.”
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OFFICIAL STATEMENT
$11,180,000*

CITY OF RAMSEY
LEASE REVENUE REFUNDING BONDS
(PACT CHARTER SCHOOL PROJECT)

SERIES 2013A
and

$_______*
CITY OF RAMSEY

TAXABLE LEASE REVENUE REFUNDING BONDS
(PACT CHARTER SCHOOL PROJECT)

SERIES 2013B

INTRODUCTORY STATEMENT

The following is a brief introduction as to certain matters discussed elsewhere in this 
Official Statement and is qualified in its entirety as to such matters by such discussion and the 
text of the actual documents described or referenced.  Any capitalized term not required to be 
capitalized is used with the meaning assigned in Appendix E or in the Indenture, the Loan 
Agreement or other document with respect to which the term is used.  Definitions contained in 
the text hereof are for ease of reference only and are qualified in their entirety by the definitions 
in Appendix E or the documents with respect to which such terms relate.  The Appendices hereto 
are an integral part of this Official Statement and each potential investor should review the 
Appendices in their entirety.

General

This Official Statement provides information regarding the $11,180,000* Lease Revenue 
Refunding Bonds (PACT Charter School Project), Series 2013A (the “Series 2013A Bonds”) and 
the $_______* Taxable Lease Revenue Refunding Bonds (PACT Charter School Project) Series
2013B (the “Series 2013B Bonds” and together with the Series 2013A Bonds, the “Series 2013
Bonds”) to be issued by the City of Ramsey (the “Issuer”) pursuant to an Indenture of Trust (the 
“Indenture”) between the Issuer and Wells Fargo Bank, National Association in Minneapolis, 
Minnesota (the “Trustee”).  See Appendix E: “THE INDENTURE.”  Pursuant to a Loan 
Agreement (the “Loan Agreement”), between the Issuer and City of Ramsey (the “Company”), a 
Minnesota nonprofit corporation and an organization described in Section 501(c)(3) of the Code, 
proceeds of the Series 2013 Bonds will fund a loan (the “Loan”) to the Company.  See Appendix 
E: “THE LOAN AGREEMENT.”

Proceeds of the Series 2013 Bonds will be used to:  (i) refund the Issuer’s Lease Revenue 
Refunding Bonds (PACT Charter School Project), Series 2004 which previously financed the 
existing school facility at __________________ (the “Schoolhouse”) in the City of Ramsey, 
Minnesota (the “City”) operated by the PACT Charter School, a Minnesota nonprofit corporation 
(the “School”); (ii) fund a debt service reserve fund; and (iii) pay the costs of issuing the Bonds 
(the “Project”).  The Schoolhouse will be owned by the Borrower and leased to and operated by 
the School. See “SOURCES AND USES OF FUNDS.”  See Appendix A: “THE COMPANY, 
THE SCHOOL AND THE PROJECT.”
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Loan of Series 2013 Bond Proceeds; Mortgage

Proceeds of the Series 2013 Bonds will be loaned to the Company pursuant to the Loan 
Agreement under which the Company will agree to make monthly payments (“Loan 
Repayments”) which, if fully and promptly paid, will be sufficient to pay when due the 
scheduled principal of and interest on the Series 2013 Bonds.  See Appendix E: “THE LOAN 
AGREEMENT.”  Proceeds of the Loan will be applied to the refunding of the Series 2004 Bonds 
pursuant to an Escrow Agreement between the Company and the Trustee (the “Escrow
Agreement”).  Pursuant to a Tax Regulatory Agreement among the Company, the School, the 
Issuer and the Trustee (the “Tax Regulatory Agreement”), the Company and the School will 
make certain representations and covenants related to maintaining the exclusion from gross 
income for federal income tax purposes of interest on the Series 2013A Bonds.

Pursuant to the Indenture, the Issuer will pledge to the Trustee, for the benefit of the 
holders of the Bonds, all of its interest in the Loan Agreement (other than certain indemnification 
and expense reimbursement payments) to secure payment of the principal of, premium, if any, 
and interest on the Bonds.  Pursuant to an Amended and Restated Mortgage, Security Agreement 
and Assignment of Leases and Rents (the “Mortgage”), to be executed by the Company in favor 
of the Trustee, the payment of the principal of, premium, if any, and interest on the Bonds will be 
secured by a mortgage lien on and security interest in the Project, subject to certain “Permitted 
Encumbrances” described in the Mortgage.  See Appendix E: “THE MORTGAGE.”

Lease

Pursuant to a Lease Agreement dated as of _______ 1, 2013 (the “Lease”) between the 
Company and the School, the Company shall lease the Project to the School.  The School shall 
use the Project for the charitable purpose of operating a public (charter) school in accordance 
with Minnesota Statutes, Section 124D.10.  The term of the Lease shall be at least equal to the 
term of the Series 2013 Bonds.  Payments due under the Lease shall be withdrawn by the Trustee 
from the Sweep Account (defined herein) for deposit in the Revenue Fund, and shall, in the 
aggregate, be equal to the amount necessary for the Company to pay semi-annual debt service on 
the Series 2013 Bonds and certain other fees and costs in connection with the Bonds.  Lease 
payments shall be paid primarily from Building Lease Aid received by the School from the State 
pursuant to Minnesota Statutes, Section 124D.11, subd. 4. See Appendix E: “THE LEASE.”

Pledge and Covenant Agreement

As additional security on the Series 2013 Bonds, the School shall pledge certain of its 
revenues to the Trustee for payments on the Series 2013 Bonds as necessary, pursuant to a 
Pledge and Covenant Agreement dated as of _______ 1, 2013 (the “Pledge Agreement”) from 
the School.  The Pledge Agreement also provides that in the event Building Lease Aid is 
insufficient to make lease payments under the Lease, general education funding from the State, 
and other special State and federal pass-through education funding sources shall be applied to the 
payment of such insufficiency.  See Appendix E:  “THE INDENTURE” and “THE PLEDGE 
AGREEMENT.”  Under the Pledge Agreement, the revenues received by the School from the 
State shall be deposited into a Sweep Account, from which the Trustee shall withdraw the 
payments due from the School under the Lease.
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Reserve Fund

On the closing date for the issuance of the Series 2013 Bonds, proceeds of the Series 
2013 Bonds in an amount equal to the Reserve Fund Requirement (defined in Appendix E) will 
be deposited in the Reserve Fund created by the Indenture.  Earnings on amounts in the Reserve 
Fund will be deposited therein so long as the balance therein is less than the Reserve Fund 
Requirement.  Amounts in the Reserve Fund will secure the Series 2013 Bonds and may be used 
by the Trustee to pay principal of and interest on the Series 2013 Bonds in the event sums in the 
Bond Fund are insufficient for such purpose.  See “SECURITY FOR THE BONDS - Debt 
Service Reserve Fund” and Appendix E: “THE INDENTURE - Reserve Fund.”

Special Covenants of the Company and the School

The Loan Agreement places certain restrictions on the incurrence of indebtedness by the 
Company and requires the Company to impose certain restrictions on the School pursuant to the 
Pledge Agreement.  In particular, the Loan Agreement prohibits the Company from incurring 
any Indebtedness other than Additional Bonds without the prior written consent of the Majority 
Bondholder.  See Appendix E:  “THE LOAN AGREEMENT – Additional Bonds and Additional 
Indebtedness.”  

The Company has also agreed in the Loan Agreement to cause the School to make certain 
covenants in the Pledge Agreement of the School:  (a) to similarly limit additional Indebtedness 
without the prior written consent of the Majority Bondholder (other than (i) loans or operating or 
capital leases for computers and/or technology and (ii) short term working capital borrowing or 
sales of accounts receivable for cash flow purposes in an amount not to exceed $1,000,000),
(b) to provide certain periodic financial and operating reports, to make all applications for 
applicable State and federal funds, (c) to operate the School such that, on a best efforts basis, the 
School's Income Available for Debt Service to equal to at least 110% of the principal and interest 
due on the Bonds, (d) to engage an Independent Consultant in the event that the School's Income 
Available for Debt Service is less than 110% of the principal and interest due on the Bonds in 
any Fiscal Year, (e) to maintain at least 45 Days Cash on Hand, (f) to maintain and replenish a 
separate, segregated fund balance account in an amount equal to twenty percent (20%) of the 
budgeted annual operating expenses of the School, net of Lease Payments, to be used solely for 
ordinary and necessary expenses of the School (excluding salaries and benefits), and (g) to pay 
rent sufficient to establish and maintain the Capital Improvement Fund with respect to the 
Project. See “SECURITY FOR THE BONDS – Pledge and Covenant Agreement” and 
Appendix E: “THE LOAN AGREEMENT – Covenants of the School” and “THE PLEDGE 
AGREEMENT” and “THE LEASE.”

Miscellaneous

This Official Statement (including the Appendices hereto) contains descriptions of, 
among other matters, the Indenture, the Loan Agreement, the Mortgage, the Lease, the Escrow
Agreement, the Pledge Agreement, the Continuing Disclosure Agreement, the Issuer, the Project, 
the Company, the School and the Series 2013 Bonds.  Such descriptions and information do not 
purport to be comprehensive or definitive.  All references to documents described herein are 
qualified in their entirety by reference to such documents, copies of which are available for 
inspection at the principal corporate trust office of the Trustee.
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Bondholders’ Risks

Certain risks associated with an investment in the Series 2013 Bonds are discussed under 
“BONDHOLDERS’ RISKS.”

BONDHOLDERS’ RISKS

No person should purchase any Series 2013 Bonds without carefully reviewing the 
following information, which summarizes some, but not all factors that should be carefully 
considered before such purchase.

Nature of Special Limited Obligations

The Series 2013 Bonds are special limited obligations of the Issuer, payable solely from 
amounts pledged under the Indenture to the payment of principal of, interest and premium, if 
any, on the Series 2013 Bonds (which includes Loan Repayments from the Company, amounts in 
the Reserve Fund and other amounts held by the Trustee under the Indenture and proceeds
realized under the Mortgage), and do not give rise to a general obligation or general liability of 
the Issuer or a charge against its general credit or taxing powers and shall never constitute nor 
give rise to a pecuniary liability of the Issuer.  The Series 2013 Bonds do not constitute a debt, 
moral obligation, liability or loan of credit or a pledge of the full faith and credit or taxing power 
of the Issuer, the City, the State, or of any political subdivision thereof.

Dependence on Company’s Ability to Pay Loan Repayments; Ability of School to Pay 
Lease Payments

Payment of principal of, premium, if any, and interest on the Series 2013 Bonds is 
intended to be made from payments of Loan Repayments by the Company under the Loan 
Agreement, except to the extent payment is intended to be made from other amounts held under 
the Indenture such as Bond proceeds or investment earnings.  The Company has no significant 
assets or business other than the assets and business related to the Project.  The ability of the 
Company to make Loan Repayments will depend on the Company’s ability to generate revenues 
sufficient to pay the Loan Repayments from the Lease to the School.  Future revenues of the 
Company from the Project will primarily depend on rental rates of the Project and the ability of 
the School to make payments under the Lease.

The School’s ability to make payments under the Lease is dependent on its revenues, 
which are largely dependent on enrollment.  The Building Lease Aid received from the State is 
based on total enrollment.  In addition, although the Lease has been approved by the State, the 
School must apply annually for Building Lease Aid.  Not only will the amount of Building Lease 
Aid be based on enrollment, but approval of Building Lease Aid is based on the State’s review of 
the following criteria:  (1) the reasonableness of the price based on current market factors, (2) the 
extent to which the lease conforms to applicable State laws and rules, (3) the appropriateness of 
the proposed lease in the context of the space needs and financial circumstances of the charter 
school and (4) the continuation of the School’s charter contract without termination or non-
renewal.

Further, the Building Lease Aid alone will be insufficient to make the total payments due 
under the Lease.  See Appendix A:  “THE COMPANY, THE SCHOOL AND THE PROJECT –



34

Financial Condition of the School, Building Lease Aid.”  The School’s general revenues are a 
combination of State aids provided under the following programs: General Education Aid (which 
coincides with enrollment), Compensatory Aid and Building Lease Aid (which coincides with 
enrollment), and Federal programs administrated by the State including Title II of the Improving 
American Schools Act (“IASA”), Responsive Classroom Training and the International 
Baccalaureate’s Primary Years Programme (PYP), Title IV of the IASA, Safe and Drug Free 
Schools and Title V of the IASA, innovative programs, implementing PYP.  Prior enrollment is 
no guaranty of future enrollment and revenue.

In addition, aid payments from the State are not always made on a timely basis, which 
may result in late payments by the School under the Lease and Pledge Agreement, which may, in 
turn, result in late payments by the Company under the Loan Agreement.

Future revenues and expenditures of the Company will be subject to conditions in the 
future which cannot be determined with assurance.  Prior revenues and expenditures of the 
School are no guaranty as to future revenue and expenditures of the School.

Other Debt and Financial Obligations of the School

The School currently does not have any outstanding debt obligations.  [?] See “Appendix
C – FIVE-YEAR FINANCIAL SUMMARY AND FIVE-YEAR BUDGET PROJECTIONS”.

Projected Information

The Company has not engaged any accounting firm or other independent third party to 
prepare a forecast of the future operations of the Company.  Certain information prepared by the 
Company and the School concerning the projected operations of the Project is contained in 
Appendix C.  Such projected information is based on assumptions deemed reasonable by the 
Company and the School, but such assumptions, and the actual future financial impact of the 
Project on the Company and the School will inevitably vary from the forecast data, and such 
variance may be material and adverse.  

Non-Renewal or Termination of Charter Agreement

Under the Charter School Act, the _______________ (“Authorizer”), as authorizer under 
the Charter Agreement, may or may not renew the Charter Agreement at the end of any renewal 
term, or may unilaterally terminate the Charter Agreement (subject to certain reasonable notice 
and appeal procedures available to the School) upon any of the following grounds: (1) failure to 
meet the requirements for pupil performance contained in the Charter Agreement; (2) failure to 
meet generally accepted standards of fiscal management; (3) violations of law; or (4) other good 
cause shown.  Decisions made by Authorizer will depend upon the policies and evaluations of 
future board members and administrative staff of Authorizer.  Although Authorizer has acted as 
the authorizer of the School and the School expects that the Charter Agreement will be renewed 
and extended for the term of the Series 2013 Bonds, no assurance can be given that future boards 
or administrative staffs of Authorizer will continue to renew the Charter Agreement.  The School 
is in the third year of the three-year term of the current Charter Agreement that runs through 
_______ 30, 2013, and the School has submitted an application for a renewal of the Charter 
Agreement.  The School’s renewal application was formally approved by Authorizer for a three-
year term on _______ 11, 2013 and the School expects that such renewal will be approved by the 
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Minnesota Department of Education.  Future renewals of the Charter Agreement for the School 
will be subject to review by Authorizer.

Financial Statements, No Certified Financial Forecast

The Audited Financial Statements of the School attached hereto as Appendix B reflect 
the last three years of operation of the School for which audited financial statements are 
available.  Also included in Appendix B are the unaudited financial statements of the School for 
the period from July 1, 2012 through ________, 2013. No certified forecasted financial 
statements have been prepared by the School to account for the debt service on the Series 2013
Bonds or the revenues of the School following the issuance of the Series 2013 Bonds, but the 
School has prepared the Five-Year Proforma Budget and Balance Sheet Projections included in 
Appendix E to provide the School’s projections of these amounts.  For information regarding the 
Company’s and the School’s expectations after the issuance of the Series 2013 Bonds and the, 
see Appendix A: “THE COMPANY, THE SCHOOL AND THE PROJECT” and Appendix C: 
“FIVE-YEAR FINANCIAL SUMMARY AND FIVE-YEAR BUDGET PROJECTIONS.”

Income and Property Tax Exemption

Under present federal and Minnesota law, regulations and rulings, the income and 
revenue of nonprofit, 501(c)(3) qualified tax-exempt organizations are exempt from federal and 
state income tax, except for any unrelated business income as defined in the Code, and their 
revenues are exempt from the State sales tax except for certain services.  The Company is a 
Minnesota nonprofit corporation and on _________ the Company received a determination letter 
from the Internal Revenue Service that the Company was a 501(c)(3) qualified exempt 
organization.  The School is also a nonprofit, 501(c)(3) qualified exempt organization.  Under 
present Minnesota law and rulings, public (charter) schools are exempt from property taxes 
levied by political subdivisions of the State so long as such property is used for public school 
purposes (although such property is subject to special assessments for local improvements to the 
property).  The Company has established with the local governmental authorities that the Project 
is exempt from the payment of real estate taxes.  However, such laws, regulations and rulings are 
subject to change, and no assurance can be given that any future change in exempt status would 
not have a material adverse effect on the Company.

Factors That Could Affect the Future Financial Condition of the Company and the School

The future financial condition of the Company and the School could be affected 
adversely by, among other things, legislation, regulatory actions, increased competition from 
other schools, changes in demand for public and private education, the ability of the School to
provide the educational services and classes demanded by parents or to attract students generally, 
changes in the level of confidence of the public school system, tuition costs, demographic 
changes and litigation.  Some of such changes might include the following:

Continued Utilization of the Facilities of the Company.  A significant portion of the 
School’s revenue is derived based on the number of students enrolled in the education facilities 
of the School. 

The School faces competition from other educational facilities and could face additional 
competition in the future as a result of the organization of, the construction of new, or the 
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renovation of existing, public schools or other public (charter) schools in the areas served by it.  
No assurance can be given that the enrollment of the School will not be adversely affected by the 
availability of other educational facilities in the service areas of the School and elsewhere.

Educational Industry Factors Affecting the School.  The educational industry is highly 
dependent on a number of factors which may limit the ability of the School to meet its 
obligations under the Lease, a number of which are beyond the control of the School.  Among 
other things, participants in the educational industry are subject to significant regulatory 
requirements of federal, State and local governmental agencies and independent professional 
organizations and accrediting bodies, and various competitive factors.  Discussed below are 
certain of these factors which could have a significant impact on the future operations and 
financial condition of the School.

Five-Year Financial Summary and Five-Year Budget Projections.  The School’s Five-
Year Financial Summary and Five-Year Budget Projections contained in Appendix C includes 
certain estimates and assumptions regarding the number of students attending the School, the 
revenues available to the School and the operating expenditures for the School.  The Five-Year 
Financial Summary and Five-Year Budget Projections presents, to the best of the School’s 
knowledge and belief, the School’s anticipated income and expenses and the anticipated 
enrollment at the School.  The information set forth in the Five-Year Budget Projections is based 
upon the School’s assumptions reflecting conditions it expects to exist and the course of action it 
expects to take.  The School’s estimates and assumptions, including assumptions on enrollment, 
revenues and expenses, are subject to the uncertainties of future events beyond the control of the 
School.  Actual results may differ materially and adversely from the Five-Year Budget 
Projections for a number of reasons, including, without limitation, increases in operating costs, 
demographic changes, competition from other public and private schools, the ability of the
School to successfully implement its curriculum, changes in the State laws regarding funding for 
charter schools, changes in State or federal laws regarding education funding generally, and the 
risks inherent in the ownership of real property.

THE FIVE-YEAR FINANCIAL SUMMARY AND FIVE-YEAR BUDGET 
PROJECTIONS HAVE BEEN INCLUDED IN APPENDIX C TO THIS OFFICIAL 
STATEMENT FOR PURPOSES OF ILLUSTRATION AND INFORMATION.  NO 
ASSURANCE CAN BE GIVEN THAT THE ACTUAL RESULTS WILL CORRESPOND 
WITH THE RESULTS CONTEMPLATED IN THE FIVE-YEAR BUDGET PROJECTIONS.  
IF THEY DO NOT, THE ABILITY OF THE COMPANY TO MAKE PAYMENTS OF 
PRINCIPAL OF AND INTEREST AND PREMIUM, IF ANY, ON THE BONDS FROM THE 
PAYMENTS TO BE MADE BY THE SCHOOL UNDER THE LEASE MAY BE 
MATERIALLY AND ADVERSELY AFFECTED.  IN ADDITION, NO WARRANTY OR 
REPRESENTATION IS OR CAN BE MADE AS TO RESULTS OF FUTURE OPERATIONS 
OR THE AMOUNT OF FUTURE FUNDING SOURCES, REVENUES OR CASH 
AVAILABLE TO THE SCHOOL OR THE COMPANY.

Legislative and Regulatory Actions.  The School and its operations are subject to 
regulation and certification by various federal, State and local government agencies.  No 
assurance can be given as to the effect on future operations of existing laws, regulations and 
standards, including the School being subject to the renewal of its charter every three or five 
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years under current State law (or otherwise as may be required by State law in the future), 
certification or accreditation or of any future changes in such laws, regulations and standards.

Maintenance of Tax-Exempt Status.  The federal tax-exempt status of the Series 2013A 
Bonds presently depends upon the maintenance by the Company and the School of their status as 
organizations described in Section 501(c)(3) of the Code.  The maintenance of such status is 
contingent on compliance with general rules promulgated in the Code and related regulations 
regarding the organization and operation of tax-exempt entities, including its operation for 
charitable and educational purposes and its avoidance of transactions which may cause its assets 
to inure to the benefit of private individuals.

The Internal Revenue Service (the “IRS”) has reorganized activities relating to tax-
exempt bonds with the stated aim of increasing the level of audit coverage.  Historically, for an 
issue of tax-exempt bonds, such as the Series 2013A Bonds, the only penalty available to the IRS 
in the event of a failure to fully comply with Section 501(c)(3) of the Code is the revocation of 
tax-exempt status.  Recent legislation was enacted which imposes an excise tax as an 
intermediate sanction against tax-exempt organizations which engage in “excess benefit 
transactions”.  Excess benefit transactions generally are transactions in which an improper 
economic benefit is conferred upon certain persons.  It is expected that this recent legislation will 
make it less likely that the IRS will revoke the 501(c)(3) tax-exempt status of nonprofit 
corporations.  The loss of tax-exempt status by the School could result in loss of tax exemption 
with respect to the Series 2013A Bonds and defaults in covenants with respect to the Series 
2013A Bonds would likely be triggered.  Such an event would have material adverse 
consequences on the financial condition of the Company and the School.

Interest on the Series 2013B Bonds is not excludable from gross income and is subject to 
both federal and Minnesota state income taxation.

Certain Other Risks.  The following factors, among others, may also adversely affect the 
operation of educational facilities, including the educational facilities of the School, to an extent 
that cannot be determined at this time:

(1) future legislation and regulations affecting public (charter) schools and the 
educational industry in general;

(2) cost and availability of insurance in the State;

(3) increased costs of attracting and retaining or decreased availability of a sufficient 
number of teachers;

(4) increased costs resulting from unionization of the employees of the facilities of 
the School or the utilization by non-union employees of the facilities of the School as may be 
available under the National Labor Relations Act;

(5) the facilities owned by the Company are composed of special-purpose facilities 
which are not suitable for industrial or commercial use; consequently, it could be difficult to find 
a buyer or lessee for such facilities if it were necessary for the Company to raise funds by selling 
or leasing any of its assets in order to repay its indebtedness; and
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(6) proposals to eliminate the tax-exempt status of bonds issued to finance 
educational facilities, or to limit the use of such tax-exempt bonds, have been made in the past, 
and may be made again in the future.  The adoption of such proposals would increase the interest 
cost to the Company of financing future capital needs.

Value of Mortgaged Property

Security for the Bonds includes a mortgage lien on the Project evidenced by the 
Mortgage in favor of the Trustee.  Attempts to foreclose under the Mortgage may be met with 
protracted litigation and/or bankruptcy proceedings, which proceedings cause delays.  See 
“ENFORCEABILITY OF OBLIGATIONS.”  Thus, there can be no assurance that upon the 
occurrence of an Event of Default, the Trustee will be able to obtain possession of the Project 
and generate revenue therefrom in a timely fashion.  Because of the special nature, location, 
regulatory restrictions and other factors relating to the Project, there can be no assurance that 
proceeds derived from the sale of the Project upon default and foreclosure of the Mortgage 
would be sufficient to pay all amounts due in respect of the Series 2013 Bonds.  Furthermore, the 
Mortgage contains several Permitted Encumbrances as described in the Mortgage.  See 
Appendix E: “THE MORTGAGE.”

Damage or Destruction

Although the Company will be required to obtain certain insurance, as set forth in the 
Loan Agreement, there can be no assurance that the Project will not suffer losses for which 
insurance cannot be or has not been obtained or that the amount of any such loss, or the period 
during which the Project cannot generate revenues, will not exceed the coverage of such 
insurance policies.  In addition, such insurance may be obtained through the use of the State-
sponsored Minnesota School Boards Association Trust rather than a private insurance company.  
The Minnesota School Boards Association Trust is not reviewed or rated in the same way as a 
private insurance company or subject to the same regulatory oversight.

Effect of Federal Bankruptcy Laws on Security for the Series 2013 Bonds

Bankruptcy proceedings and equity principles may delay or otherwise adversely affect 
the enforcement of Bondholders’ rights in the property granted as security for the Series 2013
Bonds.  Furthermore, if the security for the Series 2013 Bonds is inadequate for payment in full 
of the Series 2013 Bonds, bankruptcy proceedings and equity principles may also limit any 
attempt by the Trustee to seek payment from other property of the Company, if any.  See 
“ENFORCEABILITY OF OBLIGATIONS.”  Also, federal bankruptcy law permits adoption of 
a reorganization plan, even though it has not been accepted by the holders of a majority in the 
aggregate principal amount of the Series 2013 Bonds if the Bondholders are provided with the 
benefit of their original lien or the “indubitable equivalent.”  In addition, if the bankruptcy court 
concludes that the Bondholders have “adequate protection,” it may (i) substitute other security 
subject to the lien of the Bondholders, and (ii) subordinate the lien of the Bondholders (a) to 
claims by persons supplying goods and services to the Company after bankruptcy and (b) to the 
administrative expenses of the bankruptcy proceeding.  The bankruptcy court may also have the 
power to invalidate certain provisions of the Mortgage that make bankruptcy and related
proceedings by the Company an event of default thereunder.
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Legislative Initiatives [REVISE?]

Past Legislative Changes

State general education aid is determined biennially.  The 2011 legislative and special 
sessions set the budget for fiscal (academic) years 2012 and 2013. The current legislative 
session began on January 8, 2013, and adjourned on May 20, 2013. The 2013 legislature has set 
the State’s biennial budget for fiscal years 2014 and 2015. 

As in prior years, for 2012-13, the State imposed a “holdback” (i.e., deferral) of a portion 
of the total funding.  In other words, a portion of the current year funding was not disbursed until 
after July 1 of the next following academic year.  This policy was adopted by Minnesota in part 
to deal with certain State budget issues as well as to allow for a reckoning or “true-up” process 
after the end of the year to account for fluctuations in actual student population during the year.  
The amount of the holdback has varied over time.

Beginning in academic year 2010, the State increased the amount of this holdback to 
27%.  That was increased to 30% for FY 2011, and then to 40% for FY 2012.  

Since July 1, 2011, Minnesota education funding has been distributed by electronic wire 
transfer twice a month in 16 essentially equal amounts over eight months. As a result, public 
schools were to receive 60% of their annual allocation between July 1, 2011 and February 28, 
2012, but no funds were distributed between March 1, 2012 and _______ 30, 2012. 

State Building Lease Aid is calculated as $1,200 per “weighted” average daily 
membership (“WADM”) or 90% of the school’s lease obligations, whichever is less.  As with 
funding for operations, the “weighting” formula provides that a high school like the School 
receives 1.3 times the funding for their students grades 9-12 compared to the funding provided 
for schools having only grade k-8 students. 

The Building Lease Aid is not paid separately from general education funding.  Rather, 
charter schools receive marginally different disbursement amounts on the 15th and 30th of each 
month through February 28 of each fiscal year. All public school financing data in Minnesota is 
public under the Minnesota Government Data Practices Act.  As result, any person can determine 
the components of any disbursement to the School (or any other Minnesota public school) by 
going onto the MDE website. 

There is some variation and unpredictability with respect to these disbursements. 
However, the School has determined that neither variability of payments to the School nor the 
absence of State payments between March 1 and _______ 30 of each year will cause any cash 
flow difficulties for the School.

Changes by 2013 Legislature

The main components of public charter school education funding in Minnesota are 
“general education funding” and “building lease aid.”  The 2013 Minnesota legislative session 
ended on May 20, 2013.  Legislation approved by the Governor (i) increased general education 
funding to Minnesota charter schools; (ii) provided for a reduction in State holdback of funding 
to 10% and for the distribution of State funds in 24 bi-monthly installments over 12 calendar 
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months (assuming certain State budget goals are met); (iii) altered the Building Lease Aid 
formula for fiscal years 2014-2015 and thereafter to be based on a limit of $1,314 per pupil unit 
served (as opposed to $1,200 per WADM described above); (iv) made certain other minor 
funding changes and (iv) made no significant material adverse change to the manner in which 
charter schools are overseen by authorizers and the Minnesota Department of Education.

Forward-Looking Statements

This Official Statement contains statements relating to future results that are “forward-
looking statements” as defined in the Private Securities Litigation Reform Act of 1995.  When 
used in this Official Statement, the words “estimate,” “forecast,” “intend,” “expect” and similar 
expressions identify forward-looking statements.  Any forward-looking statement is subject to 
uncertainty.  Accordingly, such statements are subject to risks that could cause actual results to 
differ, possibly materially, from those contemplated in such forward-looking statements.  
Inevitably, some assumptions used to develop forward-looking statements will not be realized or 
unanticipated events and circumstances may occur.  Therefore, investors should be aware that 
there are likely to be differences between forward-looking statements and the actual results.  
These differences could be material and could impact the availability of funds of the Company to 
pay debt service when due on the Series 2013 Bonds.

Rating Changes

Standard & Poor’s Ratings Group, a division of McGraw-Hill, has assigned a rating of 
“__________” to the Series 2013 Bonds.  Certain information was supplied by the Company and 
the School to such rating agency to be considered in evaluating the Series 2013 Bonds, including 
information regarding State and federal funding sources and the operations of the School, which 
are subject to change.  See “RATING.”  Such rating expresses only the views of such rating 
agency.  There is no assurance that such rating will continue for any given period of time or will 
not be revised or withdrawn entirely by the rating agency if, in its judgment, circumstances so 
warrant.  Any such downward revision in or withdrawal of such rating may have an adverse 
effect on the market price of the Series 2013 Bonds.

Secondary Market

The Underwriter expects to effect secondary market trading in the Series 2013 Bonds.  
However, the Underwriter is not obligated to repurchase any Series 2013 Bonds at the request of 
the holders thereof and cannot assure that there will be a continuing secondary market in the 
Series 2013 Bonds.  In addition, adverse developments, including insufficient cash flow from the 
Project, may have an unfavorable effect upon prices for the Series 2013 Bonds in the secondary 
market.

THE SERIES 2013 BONDS

Interest; Maturity; Payment

The Series 2013 Bonds will be issued in the aggregate principal amounts and will bear 
interest as set forth on the cover hereof.  Interest will be payable semiannually on _______ 1 and 
__________ 1 (each an “Interest Payment Date”) of each year, commencing on __________ 1, 
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2013.  Interest will be calculated on the basis of a 360-day year with twelve months of thirty 
days.

The Series 2013 Bonds will be issued in the form of fully registered bonds without 
interest coupons in denominations of $5,000 or any integral multiple thereof.

The principal of, interest on, and premium, if any, on the Series 2013 Bonds shall be 
payable when due by wire of the Trustee to The Depository Trust Company, New York, New 
York (“DTC”), which will in turn remit such principal, interest and premium, if any, to 
Participants (as defined below), which Participants will in turn remit such principal, interest and 
premium, if any, to the Beneficial Owners (as defined below) of the Bonds as described herein.  
See “BOOK-ENTRY ONLY SYSTEM” below.

In the event the Bonds are not registered in the name of Cede & Co., as nominee of DTC, 
or another eligible depository as described below, the principal of, interest on, and premium, if 
any, on each Bond will be payable only at the corporate trust operations center of the Trustee in 
Minneapolis, Minnesota, as described in the Indenture.  Payment of interest on the Bonds will be 
paid by check or draft mailed on each Interest Payment Date by the Trustee to the registered 
owners of record appearing on the registration books kept by the Trustee as of the applicable 
Regular Record Date preceding each Interest Payment Date, or upon request, as provided in the 
Indenture, of any registered owner of at least $1,000,000 in aggregate principal amount of 
Bonds, by electronic wire transfer on each Interest Payment Date to the account designated by 
such registered owner to the Trustee in writing on or before the Regular Record Date for any 
interest payment.

The registered owner of any Bond will be the person or persons in whose name or names 
a Bond is registered on the registration books kept for that purpose by the Trustee in accordance 
with the terms of the Indenture.  

Redemption of Series 2013 Bonds

Mandatory Sinking Fund Redemption.  Series 2013 Bonds maturing as set forth below 
will be subject to mandatory redemption in part and by lot in such manner as the Trustee may 
determine through the operation of mandatory sinking fund payments as provided in the 
Indenture, at the principal amount so to be redeemed plus accrued interest to the redemption 
date, in accordance with the following schedules:

Series 2013A Bonds Maturing __________ 1, 20__

Redemption Date
(__________ 1) Principal Amount

20__ $_______
20__ $_______
20__ $_______
20__* $_______

*Maturity Date
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Series 2013A Bonds Maturing __________ 1, 20__

Redemption Date
(__________ 1) Principal Amount

20__ $_______
20__ $_______
20__ $_______
20__ $_______
20__* $_______

*Maturity Date

Series 2013A Bonds Maturing __________ 1, 20__

Redemption Date
(__________ 1) Principal Amount

20__ $_______
20__ $_______
20__ $_______
20__ $_______
20__ $_______
20__ $_______
20__ $_______
20__ $_______
20__ $_______
20__* $_______

*Maturity Date
Series 2013A Bonds Maturing __________ 1, 20__

Redemption Date
(__________ 1) Principal Amount

20__ $_______
20__ $_______
20__ $_______
20__* $_______

*Maturity Date

At the option of the Company exercised not less than 45 days prior to any sinking fund 
redemption date, the Company may (i) deliver to the Trustee for cancellation such Series 2013
Bonds in any aggregate principal amount desired, or (ii) receive a credit in respect of such 
sinking fund obligation for any Series 2013 Bonds which prior to such date have been purchased 
or redeemed (otherwise than through the operation of the sinking fund) and not otherwise 
previously been applied as a credit against sinking fund payments.  The foregoing credits shall be 
applied by the Trustee to sinking fund payments as directed by the Company.

Optional Redemption.  Series 2013A Bonds maturing on or after __________ 1, 20__ are 
subject to redemption upon request of the Company on any day from and after __________ 1, 
20__, in whole on any date or in part on any interest payment date and in such order of maturities 
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as shall be selected by the Company and as selected by the Trustee, within a maturity, at their 
principal amount plus accrued interest.

The Series 2013B Bonds are not subject to optional redemption.

Extraordinary Redemption.  The Series 2013 Bonds are subject to redemption at the 
option of the Company in whole, and not in part, except pursuant to (a) below, at their principal 
amount plus accrued interest, if any of the events set forth below shall occur:

(a) If, at any time, a portion of the Project, which is not essential to the use of the 
Project and without which net revenues of the Project and the Company are not materially 
adversely affected, is damaged or destroyed or taken in a condemnation proceeding and the 
Company elects to apply Net Proceeds of insurance to redemption of a portion of the Series 2013
Bonds.

(b) The Project shall have been damaged or destroyed to such extent (i) that it cannot 
be reasonably restored within a period of six (6) months to substantially the condition thereof 
immediately preceding such damage or destruction, (ii) that the Company or the School is 
thereby prevented, in the Company’s judgment, from carrying on their normal operations at the 
Project for a period of six (6) months or more, or (iii) that the cost of restoration thereof would 
exceed the Net Proceeds of insurance required to be carried thereon pursuant to the requirements 
the Loan Agreement.

(c) If, at any time, title to, or the temporary use for a period of six (6) months or more 
of all or substantially all the Project, or such part thereof as shall materially interfere in the 
Company’s judgment, with the operation of the Project for the purpose for which the Project was 
designed, shall have been taken under the exercise of the power of eminent domain or be 
effectively taken through the exercise of police or other similar power by any governmental body 
or by any person, firm or corporation acting under governmental authority (including such a 
taking or takings as results in the Company or the School being thereby prevented from carrying 
on their normal operations at the Project for a period of six (6) months or more).

(d) If, at any time, changes which the Company cannot reasonably control or 
overcome in the economic availability of materials, supplies, labor, equipment and other 
properties and things necessary for the efficient operation of the Project for the purpose 
contemplated by the Loan Agreement shall have occurred, or technological or other changes 
shall have occurred which in the judgment of the Company render the continued operation of the 
Project uneconomic for such purposes.

(e) If, at any time, as a result of any changes in the Constitution of the State or the 
Constitution of the United States of America or of legislative or administrative action (whether 
state or federal) or by final decree, judgment or order of any court or administrative body 
(whether state or federal) entered after the contest thereof by the Company in good faith, the 
Agreement shall have become void or unenforceable or impossible of performance in accordance 
with the intent and purposes of the parties as expressed in the Loan Agreement, or unreasonable 
burdens or excessive liabilities shall have been imposed on the Company in respect to the 
Project, including, without limitation, federal, state or other ad valorem, property, income or 
other taxes not being imposed on the date of the Loan Agreement which in the judgment of the 
Company render the continued operation of the Project uneconomic.
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To exercise its options under (b), (c), (d) or (e) above, the Company must, within sixty 
(60) days following the event authorizing or requiring such redemption, give notice to the Issuer 
and the Trustee, specifying a redemption date not less than fifty (50) days nor more than ninety 
(90) days from the date such notice is mailed.

Mandatory Redemption Upon Determination of Taxability.  All Series 2013 Bonds are 
subject to mandatory redemption in whole, at their principal amount, plus accrued interest, plus a 
3% premium on the Series 2013A Bonds, upon the occurrence of a Determination of Taxability 
(as defined in Appendix E), on a redemption date not later than thirty (30) days following the 
finalization of such Determination of Taxability.

Acceleration.  Upon an Event of Default under the Indenture, all Bonds are subject to 
acceleration and prepayment on any date selected by the Trustee at their principal amount, plus 
accrued interest, without premium.

Notice of Redemption; Payment

The Trustee is required to cause notice of redemption to be mailed to the then owner of 
each Bond to be redeemed, by first class mail not less than 30 days nor more than 45 days prior 
to the redemption date.  Failure to mail or any defect in any such notice shall not affect the 
validity of any proceedings for the redemption of any Bond not affected by such failure or 
defect.  Interest on any Bonds or portions thereof called for redemption ceases to accrue on the 
date established for redemption.

In the case of an optional redemption under the Indenture, the notice may state (a) that it 
is conditioned upon the deposit of moneys, in an amount equal to effect the redemption, with the 
Trustee on or before the redemption date or (b) that the Company retains the right to rescind such 
notice on or prior to the scheduled redemption date (in either case, a “Conditional Redemption”), 
and such notice and optional redemption shall be of no effect if such moneys are not so deposited 
or if the notice is rescinded as hereinafter described.  On or before the redemption date (except 
for mandatory sinking fund redemption), funds sufficient to redeem such Bonds, including 
accrued interest thereon to the redemption date, shall be deposited with the Trustee.  The Bonds 
thus called shall not, on or after the specified redemption date, bear any interest and, except for 
the purpose of payment, shall not be entitled to the lien of the Indenture.  Any Conditional 
Redemption may be rescinded in whole or in part at any time on or before the redemption date if 
the Company delivers a certificate of the Company to the Issuer and the Trustee instructing the 
Trustee to rescind the redemption notice.  The Trustee shall give prompt notice of such rescission 
to the affected Bondholders.  Any Bonds subject to Conditional Redemption where redemption 
has been rescinded shall remain Outstanding, and the rescission shall not constitute an Event of 
Default.  Further, in the case of a Conditional Redemption, the failure of the Company to make 
funds available in part or in whole on or before the redemption date shall not constitute an Event 
of Default, and the Trustee shall give immediate notice to DTC or the affected Bondholders that 
the redemption did not occur and that the Bonds called for redemption and not so paid remain 
Outstanding.

Additional Bonds

Pursuant to the Indenture the Issuer, at the request of the Company, is authorized to issue 
Additional Bonds secured and payable on a parity basis with the Series 2013 Bonds provided 
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that, prior to the issuance of any such Additional Bonds, the following terms and conditions have 
been met:

(a) the Trustee has received a copy, duly certified by the Secretary of the Issuer, of 
the resolution adopted by the Issuer authorizing the issuance of such Additional Bonds and the 
execution and delivery of (i) a supplemental indenture, supplementing and amending the 
Indenture, which supplemental indenture shall not require the approval of any Registered Owner 
of the Bonds, providing the date, interest rates and maturities of such Additional Bonds, options 
and requirements for redemption prior to maturity with respect to such Additional Bonds, deposit 
of proceeds to the various funds and accounts, and such other terms as may be required by reason 
of the foregoing and which adopts the applicable provisions of this Indenture, (ii) an agreement 
supplementing and amending the Loan Agreement, and (iii) an amendment of the Lease pursuant 
to which the School is obligated to make additional Lease Payments sufficient to pay the 
principal and interest due with respect to such Additional Bonds and any related costs or 
expenses;

(b) the Trustee has either (1) received (i) an opinion or report of an independent 
certified public accountant to the effect that the School’s Income Available for Debt Service for 
the Fiscal Year immediately preceding the date on which such Additional Bonds are to be issued 
for which audited financial statements are available was at least 120% of the maximum amount 
of principal and interest payable in any Fiscal Year on the School’s Lease Payments and 
Indebtedness, and (ii) a certificate of the chief financial officer of the School, verified by an 
independent certified public accountant, to the effect that the School reasonably projects that the 
Income Available for Debt Service to be obtained by the School for each of the School’s two 
Fiscal Years beginning with the Fiscal Year of the School commencing after the issuance of such 
Additional Bonds will equal not less than 130% of the projected maximum amount of principal 
and interest payable in any Fiscal Year on the School’s Lease Payments and Indebtedness 
(including the debt service on the proposed Additional Bonds), or (2) Company has received the 
prior written consent of the Majority Bondholder to the issuance of such Additional Bonds;

(c) the Trustee has received a certificate of the Company Representative to the effect 
that there is no Event of Default then existing under the Loan Agreement or the Indenture;

(d) the Trustee has received an opinion of Bond Counsel to the effect that the 
issuance of such Additional Bonds will not affect adversely the exclusion from gross income for 
federal income tax purposes of interest on any Outstanding Series 2013A Bonds;

(e) the Trustee has received original executed counterparts of the agreements 
supplementing and amending the Loan Agreement and the Lease and the supplemental indenture 
supplementing and amending the Indenture;

(f) the Trustee has received a request and authorization to the Trustee on behalf of 
the Issuer and signed by its Issuer Representatives to authenticate and deliver such Additional 
Bonds to the purchasers therein identified, upon payment to the Trustee, but for the account of 
the Issuer, of a sum specified in such request and authorization, plus accrued interest thereon, if 
any, to the date of delivery; 

(g) the Trustee has received an executed opinion of Bond Counsel to the effect that (i) 
the Additional Bonds have been duly authorized, executed and delivered and constitute the 
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binding limited obligations of the Issuer, enforceable in accordance with their terms, subject to 
normal bankruptcy exceptions, and (ii) the interest on such Additional Bonds is excluded from 
gross income for federal income tax purposes (unless it is intended that such interest be taxable); 
and

(h) the Trustee has received written confirmation from any Rating Agency then 
maintaining a rating on the Bonds that the rating on the Bonds will not be adversely affected by 
the issuance of the Additional Bonds.  See Appendix E: “THE LOAN AGREEMENT –
Additional Bonds and Additional Indebtedness”.

Ownership

The person in whose name a Series 2013 Bond is registered may be treated for all 
purposes as the owner thereof.

BOOK-ENTRY ONLY SYSTEM

Unless otherwise noted, the following description of the procedures and record keeping 
with respect to beneficial ownership interests in the Series 2013 Bonds, payment of interest and 
other payments on the Series 2013 Bonds to Participants or Beneficial Owners (as such terms are 
defined below) of the Series 2013 Bonds, confirmation and transfer of beneficial ownership 
interests in the Series 2013 Bonds and other Series 2013 Bond-related transactions by and 
between DTC, Participants and Beneficial Owners of the Series 2013 Bonds is based solely on 
information furnished by DTC to the Issuer for inclusion herein.  Accordingly, the Issuer, the 
Company, the School and Underwriter do not and cannot make any independent representations 
concerning these matters.

The Depository Trust Company (“DTC”), New York, NY, will act as securities 
depository for the Series 2013 Bonds.  The Series 2013 Bonds will be issued as fully-registered 
securities registered in the name of Cede & Co. (DTC’s nominee) or such other name as may be 
requested by an authorized representative of DTC.  One fully-registered Bond certificate for each 
maturity will be issued for the Series 2013 Bonds, each in the aggregate principal amount of such 
maturity, and will be deposited with DTC. 

DTC, the world’s largest depository, is a limited-purpose trust company organized under 
the New York Banking Law, a “banking organization” within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the 
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered 
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.  DTC holds 
and provides asset servicing for over 2 million issues of U.S. and non-U.S. equity issues, 
corporate and municipal debt issues, and money market instruments from over 85 countries that 
DTC’s participants (“Direct Participants”) deposit with DTC.  DTC also facilitates the post-trade 
settlement among Direct Participants of sales and other securities transactions in deposited 
securities, through electronic computerized book-entry transfers and pledges between Direct 
Participants’ accounts.  This eliminates the need for physical movement of securities certificates.  
Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, clearing corporations, and certain other organizations.  DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”).  DTCC, in turn, is owned 
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by a number of Direct Participants of DTC and Members of the National Securities Clearing 
Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation, and 
Emerging Markets Clearing Corporation, (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries 
of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock Exchange 
LLC, and the National Association of Securities Dealers, Inc. Access to the DTC system is also 
available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, and clearing corporations that clear through or maintain a custodial relationship with 
a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard & 
Poor’s highest rating: AAA.  The DTC Rules applicable to its Participants are on file with the 
Securities and Exchange Commission.  More information about DTC can be found at 
www.dtcc.com. “Participants” herein refers to Direct Participants and Indirect Participants.

Purchases of Series 2013 Bonds under the DTC system must be made by or through 
Direct Participants, which will receive a credit for the Bonds on DTC’s records.  The ownership 
interest of each actual purchaser of each Series 2013 Bond (“Beneficial Owner”) is in turn to be 
recorded on the Direct and Indirect Participants’ records.  Beneficial Owners will not receive 
written confirmation from DTC of their purchase.  Beneficial Owners are, however, expected to 
receive written confirmations providing details of the transaction, as well as periodic statements 
of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner 
entered into the transaction.  Transfers of ownership interests in the Series 2013 Bonds are to be 
accomplished by entries made on the books of Direct and Indirect Participants acting on behalf 
of Beneficial Owners.  Beneficial Owners will not receive certificates representing their 
ownership interests in Series 2013 Bonds, except in the event that use of the book-entry system 
for the Series 2013 Bonds is discontinued. 

To facilitate subsequent transfers, all Series 2013 Bonds deposited by Direct Participants 
with DTC are registered in the name of DTC’s nominee, Cede & Co., or such other name as may 
be requested by an authorized representative of DTC.  The deposit of Bonds with DTC and their 
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in 
beneficial ownership.  DTC has no knowledge of the actual Beneficial Owners of the Series 2013
Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such 
Series 2013 Bonds are credited, which may or may not be the Beneficial Owners.  The Direct 
and Indirect Participants will remain responsible for keeping account of their holdings on behalf 
of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by 
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to 
Beneficial Owners will be governed by arrangements among them, subject to any statutory or 
regulatory requirements as may be in effect from time to time.  Beneficial Owners of Series 2013
Bonds may wish to take certain steps to augment the transmission to them of notices of 
significant events with respect to the Series 2013 Bonds, such as redemptions, defaults, and 
proposed amendments to the Bond documents. 

Redemption notices shall be sent to DTC.  If less than all of the Series 2013 Bonds within 
an issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of 
each Direct Participant in such issue to be redeemed.
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Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with 
respect to Series 2013 Bonds unless authorized by a Direct Participant in accordance with DTC’s 
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the issuer as soon as 
possible after the record date.  The Omnibus Proxy assigns Cede & Co.’s consenting or voting 
rights to those Direct Participants to whose accounts Bonds are credited on the record date 
(identified in a listing attached to the Omnibus Proxy). 

Payments of the principal, interest, redemption proceeds or other distributions on the 
Series 2013 Bonds will be made to Cede & Co., or such other nominee as may be requested by 
an authorized representative of DTC.  DTC’s practice is to credit Direct Participants’ accounts 
upon DTC’s receipt of funds and corresponding detail information from the Trustee, on payable 
date in accordance with their respective holdings shown on DTC’s records. Payments by 
Participants to Beneficial Owners will be governed by standing instructions and customary 
practices, as is the case with securities held for the accounts of customers in bearer form or 
registered in “street name,” and will be the responsibility of such Participant and not of DTC nor 
its nominee, the Trustee, the Company, the School or the Issuer, subject to any statutory or 
regulatory requirements as may be in effect from time to time.  Payment of the principal, interest, 
redemption proceeds or other distributions to Cede & Co. (or such other nominee as may be 
requested by an authorized representative of DTC) is the responsibility of the Trustee, 
disbursement of such payments to Direct Participants will be the responsibility of DTC, and 
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and 
Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Series 2013
Bonds at any time by giving reasonable notice to the Authority or Trustee.  Under such 
circumstances, in the event that a successor depository is not obtained, certificates are required to 
be printed and delivered.

The Company and the School may instruct a Direct or Indirect Participant to discontinue 
use of the system of book-entry transfers through DTC (or a successor securities depository).  In 
that event, certificates will be printed and delivered.

The Issuer, the Underwriter, the Company and the School cannot and do not give any 
assurances that DTC, DTC Participants or others will distribute payments of principal, 
redemption price and interest with respect to the Bonds paid to DTC or its nominee as the 
registered owner, or will distribute any redemption notices, notices of mandatory tender or other 
notices, to the Beneficial Owners, or that they will do so on a timely basis or will serve and act in 
the manner described in this Official Statement.  The Issuer, the Underwriter, the Company and 
the School are not responsible or liable for the failure of DTC or any DTC Participant to make 
any payment or give any notice to a Beneficial Owner with respect to the Bonds or any error or 
delay relating thereto.

The foregoing description of the procedures and record-keeping with respect to beneficial 
ownership interests in the Bonds, payment of principal, redemption price and interest with 
respect to the Bonds to DTC Participants or Beneficial Owners, confirmation and transfer of 
beneficial ownership interests in such Bonds and other related transactions by and between DTC, 
the DTC Participants and the Beneficial Owners is based solely on information provided by 
DTC.  Accordingly, no representations can be made concerning these matters and neither the 
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DTC Participants nor the Beneficial Owners should rely on the foregoing information with 
respect to such matters, but should instead confirm the same with DTC or the DTC Participants, 
as the case may be.

SECURITY FOR THE BONDS

Limited Obligations

THE BONDS WILL BE LIMITED OBLIGATIONS OF THE ISSUER AND WILL 
NOT CONSTITUTE A DEBT, LIABILITY, GENERAL OBLIGATION OR PLEDGE OF THE 
FULL FAITH AND CREDIT OF THE ISSUER, THE STATE OR ANY POLITICAL 
SUBDIVISION THEREOF.  THE ISSUANCE OF THE BONDS DOES NOT DIRECTLY OR 
INDIRECTLY OR CONTINGENTLY OBLIGATE THE ISSUER, OR THE STATE OR ANY 
POLITICAL SUBDIVISION THEREOF TO PAY THE BONDS FROM TAXES OR TO 
MAKE ANY APPROPRIATION THEREFOR.  NO BONDHOLDER WILL HAVE THE 
RIGHT TO DEMAND PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR 
INTEREST ON THE BONDS OUT OF ANY FUNDS OR FROM ANY SOURCES OF 
REVENUE OTHER THAN THOSE EXPRESSLY PLEDGED TO THE PAYMENT OF THE 
BONDS PURSUANT TO THE INDENTURE.

Payments Under the Loan Agreement; Assignment of Loan Agreement

Monthly Loan Repayments from the Company are required under the Loan Agreement to 
be paid directly to the Trustee in amounts that will be sufficient, if paid promptly and in full, to 
pay when due all principal of and interest on the Bonds.  Under the Indenture, the Issuer has 
pledged its interest in the Loan Agreement (including the payments payable thereunder to the 
Issuer by the Company, but excluding certain rights of the Issuer to payment of fees, expenses 
and indemnification) to the Trustee to secure the Bonds.  See Appendix E: “THE LOAN 
AGREEMENT.”  The Trustee is authorized to exercise the rights of the Issuer and enforce the 
obligations of the Company under the Loan Agreement.  Payments are due from the Company on 
a full-recourse basis.

Reserve Fund

On the closing date for issuance of the Series 2013 Bonds, proceeds of the Series 2013
Bonds in an amount equal to the Reserve Fund Requirement will be deposited in the Reserve 
Fund created under the Indenture and held by the Trustee.  Thereafter, unless needed to bring the 
amount in the Reserve Fund up to the Reserve Fund Requirement, investment income on 
amounts in the Reserve Fund will be deposited in Bond Fund.

Amounts in the Reserve Fund may be used by the Trustee to pay principal of, premium, if 
any, and interest on the Bonds in the event sums in the Bond Fund are insufficient for such 
purpose.  Amounts in the Reserve Fund are valued semi-annually as provided in the Indenture.  
In accordance with the Loan Agreement, the Company is required to cure any deficiency in the 
Reserve Fund within 30 days that occurs as a result of a valuation, and if the deficiency occurs as 
a result of a withdrawal, the Company is required to restore such withdrawal within 90 days.  If 
amounts in the Reserve Fund are in excess of the Reserve Requirement, such excess amount 
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shall be transferred to the Bond Fund.  Amounts in the Reserve Fund may be invested in 
Permitted Investments.

Capital Improvement Fund

There is created and established with the Trustee a Capital Improvement Fund.  Monthly 
Deposits in the amount of $6,250 until _______, 2014, and thereafter in the amount of $______
shall be credited to the Capital Improvement Fund in any month the amount held therein is less 
than $_________.  Amounts deposited in the Capital Improvement Fund to be held under the 
Indenture shall be applied by the Trustee not more often than once each month as requested in a 
Company request only to the payment of items of repair, improvement, and replacement with 
respect to the Project which constitute capital expenditures under generally accepted accounting 
principles or which otherwise constitute major periodic repair or maintenance of the Project, 
such as annual painting or re-carpeting of a section of the Project (as opposed to incidental 
repairs such as touch-up painting, replacement of individual carpet tiles, etc.).  Investment 
earnings on amounts held in the Capital Improvement Fund shall remain in, and be credited as 
received to, the Capital Improvement Fund.

Amounts on hand in the Capital Improvement Fund shall be transferred by the Trustee to 
the Bond Fund, as needed, if, on any Interest Payment Date, the amount then on hand in the 
Bond Fund, after application of any available amounts in the Reserve Fund, is not sufficient to 
pay the principal and interest then due on the Bonds, whether at maturity or upon redemption or 
by acceleration.  

Mortgage

Under the Mortgage, the Company will grant to the Trustee a mortgage lien on and 
security interest in the Schoolhouse.  Under the Mortgage, the Company also will grant a 
security interest in all leases and rents with respect to the Project.  The Mortgage will be subject 
to certain Permitted Encumbrances as described in the Mortgage.  See Appendix E: “THE 
MORTGAGE.”

Lease

Payments under the Lease shall be in amounts sufficient to pay debt service on the Series 
2013 Bonds.  The Company will assign its interest in the Lease to the Trustee as additional 
security for the Series 2013 Bonds.  See Appendix E:  “THE LEASE.”

Pledge and Covenant Agreement

Under the Pledge Agreement, the School will grant to the Trustee a security interest in 
certain revenues and assets of the School as additional security for the Series 2013 Bonds.  The 
School has further agreed in the Pledge Agreement to establish and maintain a depository 
account (the “Sweep Account”) at Sunrise Bank in Ramsey, Minnesota into which there shall be 
deposited twice each month all funding provided to the School from the State of Minnesota 
Department of Education, including but not limited to General Education Revenues, Building 
Lease Aid, other special funds and pass-through payments of federal education funds.  Under the 
terms of a Payment Authorization with respect to the Sweep Account, there shall be 
automatically withdrawn by the Trustee (as assignee of the Company as lessor under the Lease) 
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all amounts due and payable by the School pursuant to the Lease and the Pledge Agreement, 
which includes Lease Payments from the School in an amount sufficient to pay principal of and 
interest on the Series 2013 Bonds.  Such transfers to the Trustee are to be made on the same 
Business Day for deposits received before 12:00 noon Minneapolis, Minnesota time, or if the 
deposits are received after 12:00 noon, before 12:00 noon on the next succeeding Business Day.  
In the event that the amount available from the first deposit in a month of State funds is 
insufficient to pay the amounts due under the Lease, the amount of any such insufficiency shall 
be transferred to the Trustee from the second monthly deposit (or from succeeding deposits 
thereafter) of State funds.  After the amounts due under the Lease in any month have been fully 
paid to the Trustee, the balance available in the Sweep Account shall be available to the School 
to use for any authorized purposes. The Sweep Account shall not otherwise be available to pay 
any expenses or secure any obligations of the School.  See Appendix E:  “THE PLEDGE 
AGREEMENT.”

The Pledge Agreement also includes the requirements that, during the term of the Lease, 
the School shall:  

(A) Furnish to the Trustee and EMMA a copy of the audited financial statements 
required of the School under Minnesota law for the preceding fiscal year.

(B) Prepare and submit to the Trustee and EMMA by no later than _______ 30 of 
each year, a copy of the proposed budget for the School for the next succeeding fiscal year and 
projected long-range budget model forecasting the operations of the School for at least 5 years.

(C) On or about the 15th day of each February, May, August and November, submit 
to the Trustee and EMMA, copies of quarterly student attendance, budget and financial reports 
required by Minnesota law and by the Charter Agreement between the School and its Authorizer, 
and certain additional financial and operating reports.

(D) Make all applications or submissions and provide all supporting documentation to 
the Minnesota Department of Education (or its successor) necessary to receive full funding from 
the State of Minnesota for all legally available general student aid funds, lease aids, or other 
funding sources included in the School’s annual budgeted operating revenues.

(E) Make all necessary applications or submissions, including all supporting 
documentation, on or before _______ 30 of each year to the Minnesota Department of Education 
(or its successor) necessary to receive any Title I federal funding or other federal money included 
in the School’s annual budgeted operating revenues.

(F) Other than the obligation to make additional Lease Payments for the purpose of 
repaying Additional Bonds, not incur any additional Indebtedness without the prior written 
consent of the Majority Bondholder; provided that the foregoing requirements shall not apply to 
(i) loans or operating or capital leases for computers and/or technology and (ii) short-term (less 
than  twelve months) working capital borrowings or sales of accounts receivable by the School 
for cash flow purposes in an amount not to exceed $1,000,000 annually.

(G) Maintain unrestricted Cash on Hand in its operation fund such that on each testing 
date the amount on deposit in such fund shall be equal to or greater than 45 Days Cash on Hand.  
The School’s Cash on Hand shall be tested each year 30 days after the end of the School’s Fiscal 
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Year (i.e. on July 30 of each year), commencing the Fiscal Year ending _______ 30, 2014; 
provided that the School shall have certain options to cure any shortfall therein.

(H) Maintain on its books, a separate, segregated fund balance to be funded on a best 
efforts basis from accumulated cash surpluses (the “Fund Balance Account”) of the School, if 
any, in an amount equal to 20% of the budgeted annual operating expenses of the School (the 
“Fund Balance Account Requirement”).  The balance of the Fund Balance Account may be 
reduced below the Fund Balance Account Requirement by the School solely for the payment of 
ordinary and necessary expenses of the School (excluding salaries and benefits to staff or 
administrative personnel) which exceed annual budgeted expenditures by an amount not greater 
than 20% of the annually budgeted amounts for items including repair and replacements, capital 
improvements, utilities, educational program expenses, and special assessments.  The fund 
balance as of _______ 30, 2013 is projected to be $_______ million or ______% of the School’s 
total operating budget.

In the event the Fund Balance Account is reduced below the Fund Balance Account 
Requirement as of the end of the School’s Fiscal Year according to the School’s annual audit, the 
School shall provide notice thereof to the Trustee and EMMA and shall use its best efforts to 
replenish the Fund Balance Account.

(I) Complete the Project in the event the cost of the Project exceeds the amount of 
Bond proceeds available for the Project.

(J) Make all payments due under the Lease on account of debt service on the Bonds 
and any Additional Bonds prior to any payments of additional rent due under the Lease other 
than operating expenses of the School required under State or federal laws to provide required 
educational program expenditures.

(K) Provide notice to the Issuer, Trustee and EMMA of (i) any notices from the 
School’s authorizer to the School of noncompliance with or determination not to renew the 
Charter Agreement within 10 days of receipt of such notice by the School and (ii) any default 
under the Lease and the steps to be taken by the School to remedy such default, promptly after 
such default occurs.

(L) On or before _______ 30 of each year apply to the Minnesota Department of 
Education (or its successor) for Building Lease Aid as required by Minnesota Statutes and 
provide notice to the Trustee and EMMA of such application and approval thereof by the 
Minnesota Department of Education.

(M) Provide insurance in the amounts required under the Loan Agreement and the 
Mortgage.

(N) The School may, at its own expense and in its own name, in good faith contest 
any real estate taxes, assessments, utility and other charges.

(O) Use its best efforts to generate Income Available for Debt Service of at least 
110% of the principal and interest due on the Bonds and any Additional Bonds.  In the event the 
School’s Income Available for Debt Service is less than 110% of the principal and interest due 
on the Bonds and any Additional Bonds in any Fiscal Year, the School shall retain an 
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Independent Consultant to review and analyze the reports required by the Pledge Agreement, to 
inspect the Project and the School’s operation and administration and to make such 
recommendations as to the operation and administration of the School and the Schoolhouse as 
such Independent Consultant deems appropriate.  Notwithstanding the immediately preceding 
sentence, regardless of whether the School has retained an Independent Consultant, if at the end 
of the Fiscal Year 2013 or any subsequent Fiscal Year, the Income Available for Debt Service as 
of the end of such Fiscal Year is less than 100% of the principal and interest due on the Bonds 
and any Additional Bonds (as evidenced by the School’s audited financial statements for such 
Fiscal Year), then the Trustee will either (I) declare an Event of Default or (II) exercise one or 
more of the remedies permitted under the Loan Agreement and the Indenture.

Defeasance

Upon certain terms and conditions specified in the Indenture, including provision for the 
payment of such Series 2013 Bonds, the Series 2013 Bonds or portions thereof will be deemed to 
be paid and the security provided in the Indenture and the Mortgage may be discharged prior to 
maturity or redemption of the Series 2013 Bonds.  In that case, the Series 2013 Bonds will be 
secured solely by the cash and securities deposited with the Trustee for such purpose.

SOURCES AND USES OF FUNDS

Following are the expected sources and uses for funds (excluding investment income) 
associated with the Project:

Sources of Funds

Tax-Exempt Series 2013 Bonds $
Taxable Series 2013 Bonds
Transfers from Prior Issues DS Funds
Transfers from Prior Issues DSR Funds
Accrued Interest on the Series 2013 Bonds
Reoffering Premium
Total Sources $

Uses of Funds

Deposit to Net Cash Escrow Fund $
Debt Service Reserve Fund
Costs of Issuance(1)

Deposit to Project Fund
Deposit to Bond Fund
Original Issue Discount
Total Uses $

(1)Includes title insurance, Underwriter’s compensation, legal fees and expenses, printing, Trustee fees and Issuer fees.
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THE ISSUER

[ISSUER DESCRIPTION]

Pursuant to Minnesota Statutes, Section 469.154, et. seq., as amended (the “Act”), the 
Issuer is empowered to issue the Bonds.  The Issuer is not pledging its credit to the Bonds.  The
Issuer does not and will not in the future monitor the financial condition of the Company, the 
operation of the Company’s facilities, or otherwise monitor payment of the Bonds or compliance 
with the documents relating thereto.  The responsibility for the operation of the Company’s 
facilities will rest entirely with the Company.

The Bonds are special, limited obligations of the Issuer.  No recourse by any Holder of 
the Bonds will be had for the payment of the principal of, premium, if any, or interest on any of 
the Bonds or for any claim based thereon or upon any obligation, covenant, or agreement in the 
Indenture or the Loan Agreement, against any past, present, or future officer, member, counsel, 
advisor or agent of the Issuer or any successor thereto, as such, directly or through the Issuer or 
any successor thereto, under any rule of law or equity, statute or constitution, or by the 
enforcement of any assessment or penalty or otherwise, and all such liability of any such officer, 
member, counsel, advisor or agent as such has been expressly waived as a condition of and in 
consideration of the execution of the Indenture, the Loan Agreement and the issuance of the 
Bonds.

All payments made by the Company pursuant to the Loan Agreement will be made 
directly to the Trustee for disbursement to the Holders.  None of the revenues to pay the Bonds 
will come from the Issuer and therefore the Issuer’s financial information and status is irrelevant 
to any investment decision with respect to the Bonds.  As a result, no information regarding the 
Issuer will be provided in respect of any continuing disclosure requirement relating to the Bonds.  
The Issuer has not assumed responsibility for any information in this Official Statement, except 
for the information under this caption and the caption, “LITIGATION – Issuer.”

THE COMPANY

PCS Building Company, a Minnesota nonprofit corporation (the “Company”), is an 
organization exempt from federal income taxation pursuant to Section 501(a) of the Code as a 
result of the application of Section 501(c)(3) of the Code.  The Company shall acquire, construct, 
equip and be the owner of the educational facility leased to the School.  Additional information 
about the Company is located in “Appendix A:  “THE COMPANY, THE SCHOOL AND THE 
PROJECT” in this Official Statement.

THE SCHOOL

PACT Charter School, a Minnesota nonprofit corporation (the “School”), is exempt from 
federal income taxation pursuant to Section 501(a) of the Code as a result of the application of 
Section 501(c)(3) of the Code. The Company will lease the Project to the School.  

The School is a charter school operating the Project under applicable laws of the State.  
Under the provisions of the Charter School Act (as defined in Appendix A), a college or 
university may sponsor a charter school.  The sponsor’s authorization for a charter school must 
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be in the form of a written contract which must contain a description of the charter school 
program, the specific outcomes that the charter school pupils are expected to achieve, admission 
policies and procedures, management and administration of the charter school, requirements and 
procedures for program and financial audits, insurance coverage, and certain additional 
information required by law.  The Charter School’s authorizer (formerly known as “sponsor” 
until July 1, 2010) is ____________ (“Condordia”).  After State laws changed in 2010, all 
existing charter school sponsors were required to apply to the Minnesota Department of 
Education (“MDE”) for approval to be “authorizers”.  Authorizer did so and its authority extends 
to _______ 30, 2015.  Authorizer authorizes six other charter schools.

[The School is in the _______ year of the three-year term of the current Charter 
Agreement that runs through _______ 30, 20_____, and the School has submitted an 
application for a five-year renewal of the Charter Agreement.  The School’s renewal 
application was formally approved by Authorizer for a three-year term on _______ 11, 
2013, and the School expects that such renewal will be subsequently approved by the 
Minnesota Department of Education.]

The School receives its funding from a combination of State aids under the following 
programs:  General Education Aid, Compensatory Aid and Building Lease Aid, and Federal 
programs administered by the State including Title II of the Improving American Schools Act 
(“IASA”), Responsive Classroom Training and the International Baccalaureate’s Primary Years 
Program in (PYP), Title IV of the IASA, Safe and Drug Free Schools and Title V of the IASA, 
innovative programs, implementing PYP.  Additional information about the School is located in 
“Appendix A:  “THE COMPANY, THE SCHOOL AND THE PROJECT” in this Official 
Statement.

THE PROJECT

Proceeds of the Bonds will be used to : (i) refund the Issuer’s Lease Revenue Refunding 
Bonds (PACT Charter School Project), Series 2004 which previously financed the existing 
school facility at __________________ (the “Schoolhouse”) in the City of Ramsey, Minnesota 
(the “City”) operated by the PACT Charter School, a Minnesota nonprofit corporation (the 
“School”); (ii) fund a debt service reserve fund; and (III) pay the costs of issuing the Bonds (the 
“Project”).  The Schoolhouse will be owned by the Company and leased to and operated by the 
School. Additional information about the Project is located in “Appendix A:  “THE 
COMPANY, THE SCHOOL AND THE PROJECT” in this Official Statement.

DEBT SERVICE SCHEDULE

The following table sets forth, for each year ended _______ 1, the amounts required each 
year to be paid with respect to the Series 2013 Bonds, assuming no prepayment other than for 
mandatory sinking fund redemptions.  Principal of the Series 2013 Bonds will be paid on 
__________ 1 of each year and interest will be paid on _______ 1 and __________ 1, 
commencing __________ 1, 2013.
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Series 2013 Bonds

Date Principal Interest
Total

Debt Service
12/01/20__ 0.00
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__
12/01/20__

Debt Service Coverage Analysis

Based on the operating and annual debt service assumptions set forth in the Five-Year 
Budget Projections contained in Appendix C to this Official Statement, the ability of the School 
to generate funds sufficient to pay debt service on the Bonds (but excluding any other fees or 
reserves payable under the Lease or the Pledge Agreement) is reflected in Table 1 below.  Tables 
2 and 3 reflected below analyze the coverage ratios generated using the enrollments stated 
therein (with a reduction in operating expenses to reflect such enrollment levels):
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Debt Service Coverage Ratio Analysis

Table 1 Table 2 Table 3
School
Year Enrollment

Coverage
Ratio Enrollment

Coverage
Ratio Enrollment 

Coverage
Ratio

2013-14
2014-15
2015-16
2016-17
2017-18

ENFORCEABILITY OF OBLIGATIONS

On the date of delivery of the Series 2013 Bonds, Briggs and Morgan, Professional 
Association, Minneapolis, Minnesota, Bond Counsel, will deliver its opinion, dated the delivery 
date, that the Series 2013 Bonds, the Loan Agreement, the Tax Regulatory Agreement and the 
Indenture are valid and legally binding on the Issuer, enforceable against the Issuer in 
accordance with their respective terms.  John Cairns Law, P.A., Minneapolis, Minnesota, as 
counsel to the Company and the School, will deliver its opinion that the Loan Agreement, the 
Tax Regulatory Agreement, the Mortgage, the Lease, the Lease Assignment and the Escrow
Agreement are valid and legally binding agreements of the Company, each enforceable against 
the Company in accordance with its respective terms, and that the Lease and the Pledge 
Agreement are valid and legally binding agreements of the School, enforceable against the 
School in accordance with its terms.  The foregoing opinions will be generally qualified to the 
extent that the enforceability of the respective instruments may be limited by laws, decisions and 
equitable principles affecting remedies and by bankruptcy or insolvency or other laws, decisions 
and equitable principles affecting creditors’ rights generally.

While the Series 2013 Bonds are secured or payable pursuant to the Indenture, the Loan 
Agreement, the Mortgage, the Lease and the Pledge Agreement, the practical realization of 
payment from any security will depend upon the exercise of various remedies specified in the 
respective instruments.  These and other remedies are dependent in many respects upon judicial 
action, which is subject to discretion and delay.  Accordingly, the remedies specified in the 
above documents may not be readily available or may be limited.

LEGAL MATTERS

Legal matters incident to the issuance and sale of the Bonds and with regard to the tax-
exempt status of interest on the Series 2013A Bonds under existing laws are subject to the legal 
opinion of Briggs and Morgan, Professional Association, Minneapolis, Minnesota, as Bond 
Counsel.  Certain legal matters will be passed on for the Company and the School by their 
counsel, John Cairns Law, P.A., in Minneapolis, Minnesota.

Best & Flanagan LLP, Minneapolis, Minnesota, has represented the Underwriter in this 
transaction.
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TAX MATTERS

The Series 2013A Bonds

Tax Exemption.  In the opinion of Briggs and Morgan, Professional Association, , as 
bond counsel, under existing laws, regulations, rulings, and decisions, and assuming continuing 
compliance by the Company and the School with covenants made to satisfy requirements of the 
Internal Revenue Code of 1986, as amended (the "Code"), interest on the Series 2013A Bonds is 
not included in gross income for federal income tax purposes and, to the same extent, is not 
included in taxable net income of individuals, estates, and trusts for Minnesota income tax 
purposes.  Interest on the Series 2013A Bonds is not an item of tax preference for purposes of the 
computation of the alternative minimum tax imposed on individuals and corporations under 
federal law and on individuals, estates, and trusts under Minnesota law.  Interest on the Series 
2013A Bonds is included in adjusted current earnings of corporations in determining alternative 
minimum taxable income for purposes of the federal alternative minimum tax imposed on 
corporations.  Interest on the Series 2013A Bonds is subject to the Minnesota franchise tax 
imposed on corporation, including financial institutions.  

In expressing its opinion, bond counsel will rely on an opinion of John Cairns Law, P.A., 
as counsel to the Company, to the effect that, among other things: (i) the Company is a nonprofit 
corporation and an organization described in Section 501(c)(3) of the Internal Revenue Code of
1986, as amended (the "Code") and is exempt from federal income taxation under Section 501(a) 
of the Code; and (ii) to the best of his knowledge after reasonable investigation consisting of 
interviews with officers of the Company most likely to have relevant information as of the date 
thereof, no portion of the facilities financed with the proceeds of the Series 2013A Bonds is to be 
used in or for any unrelated trade or business of the Company, determined by applying Section 
513(a) of the Code.

Bond counsel will also rely upon the opinion of John Cairns Law, P.A., as counsel to the 
School, to the effect that, among other things: (i) the School is a nonprofit corporation and an 
organization described in Section 501(c)(3) of the Code and is exempt from federal income 
taxation under Section 501(a) of the Code; and (ii) to the best of his knowledge after reasonable 
investigation consisting of interviews with officers of the School most likely to have relevant 
information as of the date thereof, no portion of the facilities to be financed or refinanced with 
the proceeds of the Series 2013A Bonds is or will be used by the School in or for any unrelated 
trade or business of the School, determined by applying Section 513(a) of the Code.

The Code establishes certain requirements (the "Federal Tax Requirements") that must be 
satisfied subsequent to the issuance of the Series 2013A Bonds in order that, for federal income 
tax purposes, interest on the Series 2013A Bonds will continue to be excluded from gross income 
for federal income tax purposes.  The Federal Tax Requirements include, but are not limited to, 
requirements relating to the expenditure of proceeds of the Series 2013A Bonds, requirements 
relating to the operation of the facilities financed by the Series 2013A Bonds, restrictions on the 
investment of proceeds of the Series 2013A Bonds prior to expenditure, and the requirement that 
certain earnings on the "gross proceeds" of the Series 2013A Bonds be paid to the federal 
government.  Noncompliance with the Federal Tax Requirements may cause interest on the 
Series 2013A Bonds to become subject to federal and Minnesota income taxation retroactive to 
their date of issue irrespective of the date on which such noncompliance occurs or is ascertained.  
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In expressing its opinion, bond counsel will assume compliance by the Issuer, the Company, the 
School, and the Trustee with the tax covenants contained in the Loan Agreement, the Tax 
Regulatory Agreement, and Indenture.

No provision has been made for an increase in the interest rate on the Series 2013A 
Bonds in the event that interest on the Series 2013A Bonds becomes subject to federal or 
Minnesota income taxation; however, upon the occurrence of a Determination of Taxability with 
respect to the Series 2013A Bonds, the Series 2013 Bonds are subject to mandatory redemption, 
at par plus accrued interest, plus with respect to the Series 2013A Bonds, a 3% premium.  See 
"THE SERIES 2013 BONDS - Redemption of Series 2013 Bonds - Mandatory Redemption 
Upon Determination of Taxability" herein.

Legislative Proposals

Bond Counsel's opinion is given as of its date and Bond Counsel assumes no obligation 
to update, revise, or supplement such opinion to reflect any changes in facts or circumstances or 
any changes in law that may hereafter occur.  Proposals are regularly introduced in both the 
United States House of Representatives and the United States Senate that, if enacted, could alter 
or affect the tax-exempt status of municipal bonds.  For example, legislation has been proposed 
by President Obama that would, among other things, limit the amount of exclusions (including 
tax-exempt interest) or deductions that certain higher-income taxpayers could use to reduce their 
tax liability.  The likelihood of adoption of this or any other such legislative proposal relating to 
tax-exempt bonds cannot be reliably predicted.  If enacted into law, current or future proposals 
may have a prospective or retroactive effect and could affect the value or marketability of tax-
exempt bonds (including the Series 2013A Bonds).  Prospective purchasers of the Series 2013A
Bonds should consult their own tax advisors regarding the impact of any such change in law.

Branch Profits Tax

A tax is imposed on any foreign corporation in an amount equal to thirty percent (30%) 
of the “dividend equivalent amount” for the taxable year.  The “dividend equivalent amount” is 
the foreign corporations’ “effectively connected earnings and profits” reduced for increases (or 
increased for decreases) in “United States Net Equity.”  According to the Conference Committee 
Report provided in connection with the adoption of the Tax Reform Act of 1986, “the conferees 
intend that a branch’s earnings and profits include income that would be effectively connected 
with a United States trade or business if such income were taxable, such as tax-exempt municipal 
bond interest.”

Foreign Insurance Companies

The Federal Budget Reconciliation Act of 1986, subjects foreign companies carrying on 
an insurance business in the United States to a tax on income which is effectively connected with 
their conduct of any trade or business in the United States.  According to the conference report 
accompanying the law such income includes tax-exempt interest.

Passive Investment of S Corporation

Proposed regulations state that “passive investment income” also includes tax-exempt 
interest.  Passive investment income, including interest on the Series 2013A Bonds, may be 
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subject to federal income taxation under Section 1375 of the Code for S corporations that have 
Subchapter C earnings and profits at the close of the taxable year if more than 25 percent of the 
gross receipts of such S corporations is passive investment income and may be subject the 
Subchapter S corporation to termination of its Subchapter S status under Section 1362(d) of the 
termination of its Subchapter S status under Section 1362(d) of the Code.

Financial Institutions

The Code limits the ability of financial institutions to deduct any portion of the interest 
expense allocable to the ownership of certain tax-exempt obligations acquired after August 7, 
1986.  The Series 2013 Bonds have not been designated by the Issuer as “qualified tax-exempt 
obligations” under Section 265(b)(3) of the Code.

Property and Casualty Insurance Companies

Under the Code, property and casualty insurance companies are required, for taxable 
years beginning after __________ 31, 1986, to reduce the amount of their loss reserve deduction 
by 15 percent of the amount of tax-exempt interest received or accrued during the taxable year 
on certain obligations acquired after August 7, 1986, including interest on the Bonds.

The Series 2013B Bonds

Interest to be paid on the Series 2013B Bonds is included in gross income of the recipient 
for federal income tax purposes and in taxable net income of individuals, estates and trust for 
Minnesota income tax purposes, and is subject to Minnesota franchise taxes imposed on 
corporations and financial institutions. 

Original Issue Discount/Premium

Certain of the Bonds may be sold with original issue discount (“OID Bonds.”)  For each 
maturity of OID Bonds, original issue discount is the excess of the stated redemption price at 
maturity of such Bonds over the initial offering price to the public, excluding underwriters and 
other intermediaries, at which price a substantial amount of such Bonds were sold.  The 
appropriate portion of such original issue discount allocable to the original and each subsequent 
holder will be treated as interest and original issue discount allocable to the original and each 
subsequent holder will be treated as interest and excluded from gross income for federal income 
tax purposes and will increase a holder’s tax basis in such Series 2013A Bonds for purposes of 
determining gain or loss upon sale, exchange, redemption, or payment at maturity.  Owners of 
such Series 2013A Bonds should consult their own tax advisors with respect to the computation 
and determination of the portion of original issue discount which will be treated as interest and 
added to a holder’s tax basis during the period such Series 2013A Bonds are held.

Bonds purchased, whether at original issuance or otherwise, for an amount higher than 
their principal amount payable at maturity (or, in some cases, at their earlier call date) 
(“Premium Bonds”) will be treated as having amortizable bond premium.  No deduction is 
allowable for the amortizable bond premium in the case of a Premium Bond the interest on 
which is excluded from gross income for federal income tax purposes.  However, the amount of 
tax-exempt interest received, and a beneficial owner’s basis in a Premium Bond, will be reduced 
by the amount of amortizable bond premium properly allocable to such Beneficial Owner.  
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Beneficial Owners of Premium Bonds should consult their own tax advisors with respect to the 
proper treatment of amortizable bond premium in their particular circumstances.

THE FOREGOING IS NOT INTENDED TO BE AN EXHAUSTIVE DISCUSSION OF 
COLLATERAL TAX CONSEQUENCES ARISING FROM RECEIPT OF INTEREST ON 
THE SERIES 2013A BONDS.  PROSPECTIVE PURCHASERS OR BONDHOLDERS 
SHOULD CONSULT THEIR TAX ADVISORS WITH RESPECT TO COLLATERAL TAX 
CONSEQUENCES, INCLUDING WITHOUT LIMITATION THE DETERMINATION OF 
GAIN OR LOSS ON THE SALE OF A SERIES 2013A BOND, THE CALCULATION OF 
ALTERNATIVE TAX LIABILITY, THE INCLUSION OF SOCIAL SECURITY OR OTHER 
RETIREMENT PAYMENTS IN TAXABLE INCOME, THE DISALLOWANCE OF 
DEDUCTIONS FOR CERTAIN EXPENSES ATTRIBUTABLE TO THE SERIES 2013A 
BONDS AND THE STATE AND LOCAL TAX RULES IN STATES OTHER THAN 
MINNESOTA.

RATING

Standard & Poor’s Ratings Group, a division of McGraw-Hill, has assigned a rating of 
“______” to the Series 2013 Bonds.  Certain information was supplied by the Company and the 
School to such rating agency to be considered in evaluating the Series 2013 Bonds, including 
information regarding State and federal funding sources and the operations of the School, which 
are subject to change.  Such rating expresses only the views of such rating agency.  An 
explanation of the significance of the rating may be obtained from such rating agency at 25 
Broadway, New York, New York 10004.  There is no assurance that such rating will continue for 
any given period of time or will not be revised or withdrawn entirely by the rating agency if, in 
its judgment, circumstances so warrant.  Neither the Issuer, the Underwriter, the Company nor 
the School have undertaken any responsibility to bring to the attention of the holders of the 
Series 2013 Bonds any proposed downward revision or withdrawal of a rating of the Series 2013 
Bonds, or to oppose any such proposed downward revision or withdrawal.  Any such downward 
revision in or withdrawal of such rating may have any adverse effect on the market price of the 
Series 2013 Bonds.

UNDERWRITING

The Series 2013 Bonds will be purchased by Dougherty & Company LLC, in 
Minneapolis, Minnesota (the “Underwriter”).  The Underwriter has agreed to purchase the Series 
2013 Bonds for compensation equal to $______, subject to the terms of a Bond Purchase 
Agreement between the Issuer, the Company, the School and the Underwriter.  The Bond 
Purchase Agreement provides that the Underwriter shall purchase all Series 2013 Bonds if any 
are purchased, and that the obligation to make such purchase is subject to certain terms and 
conditions set forth in the Bond Purchase Agreement, the approval of certain legal matters by 
counsel and certain other conditions.  The initial offering prices set forth on the cover hereof may 
be changed from time to time by the Underwriter.  The Company and the School have agreed 
under the Bond Purchase Agreement to indemnify the Underwriter and the Issuer against certain 
liabilities, including certain liabilities under federal and state securities laws.
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CONTINUING DISCLOSURE

Rule 15c2-12, promulgated by the Securities and Exchange Commission under the 
Securities Exchange Act of 1934, as amended, imposes continuing disclosure obligations on the 
issuers of certain state and municipal securities to permit participating underwriters to offer and 
sell the Issuer’s securities.  In order to comply with the requirements of Rule 15c2-12, the 
Company, the School and the Trustee have entered into a Continuing Disclosure Agreement, 
dated as of _______ 1, 2013.  See Appendix E:  “THE CONTINUING DISCLOSURE 
AGREEMENT.”

The Issuer does not have any obligation with respect to the Continuing Disclosure 
Agreement because the Issuer is not an “obligated party” under the terms of the Rule.  The Issuer 
will not monitor the compliance by the Company with the terms of the Continuing Disclosure 
Agreement.

RELATIONSHIPS AMONG THE PARTIES

In connection with the issuance of the Series 2013 Bonds, the Issuer, the Company, the 
School and the Underwriter are being represented by the attorneys or law firms identified above 
under the heading “LEGAL MATTERS” and Kennedy & Graven Chartered is acting as Bond 
Counsel.  In other transactions not related to the Bonds each of these attorneys or law firms may 
have acted as Bond Counsel or represented the Issuer, the Company, the School or the 
Underwriter or their affiliates, in capacities different from those described under “LEGAL 
MATTERS,” and there will be no limitations imposed as a result of the issuance of the Series 
2013 Bonds on the ability of any of these firms or attorneys to act as Bond Counsel or represent 
any of these parties in any future transactions.  Potential purchasers of the Series 2013 Bonds 
should not assume that the Issuer, the Company, the School and the Underwriter or their 
respective counsel or Bond Counsel have not previously engaged in, or will not after the issuance 
of the Series 2013 Bonds engage in, other transactions with each other or with any affiliates of 
any of them, and no assurances can be given that there are or will be no past or future 
relationship or transactions between or among any of these parties or these attorneys or law 
firms.

LITIGATION

There is no litigation pending, seeking to restrain or enjoin the issuance or delivery of the 
Series 2013 Bonds or questioning or affecting the legality of the Series 2013 Bonds or the 
proceedings and authority under which the Series 2013 Bonds are to be issued.  There is no 
litigation pending which in any manner questions the undertaking of the financing by the 
Company or the validity or enforceability of the Indenture, the Loan Agreement, the Escrow 
Agreement, the Tax Regulatory Agreement, the Lease, the Pledge Agreement or the Mortgage.

Issuer

To the actual knowledge of the Issuer, there is no litigation pending against the Issuer 
seeking to restrain or enjoin the issuance or delivery of the Bonds, questioning or affecting the 
legality of the Bonds or the proceedings and authority under which the Bonds are to be issued or 
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questioning the validity or enforceability of the Indenture, the Bond Purchase Agreement, the 
Loan Agreement, or the Mortgage.

MISCELLANEOUS

The foregoing does not purport to be comprehensive or definitive and all references to 
any document herein are qualified in their entirety by reference to each such document.  All 
references to the Series 2013 Bonds are qualified in their entirety by reference to the forms 
thereof and the information with respect thereto included in the aforesaid documents.  Copies of 
these documents are available for inspection during the period of the offering at the offices of the 
Underwriter in Minneapolis, Minnesota and thereafter at the principal corporate trust office of 
the Trustee.  All information contained in the Appendices A, B and C has been derived from 
information provided by the Company.  The Underwriter makes no representations or warranties 
as to the accuracy or completeness of the information in any of the Appendices.

The Company and the Issuer have authorized the use and distribution of this Official 
Statement, although the Issuer has not reviewed or approved any matters herein and assumes no 
responsibility for the accuracy or completeness of the information herein except for the 
information under the caption “THE ISSUER” and “LITIGATION – Issuer.” The Company has 
approved the information contained herein.
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APPENDIX A

THE COMPANY, THE SCHOOL AND THE PROJECT

1. THE COMPANY

The Project owner is PCS Building Company, a Minnesota nonprofit corporation, 
organized on February 20, 2002.  The address of the Company is 7250 E. Ramsey Parkway, 
Minnesota 55303.  The Company was formed for the sole purpose of owning and operating the 
Project for lease to the School.  On September 20, 2002, the Company received a determination 
letter from the Internal Revenue Service (the “IRS”) that it is an organization exempt from 
taxation pursuant to Section 501(c)(3) of the Code.

The sole member of the Company is PACT Charter School, a Minnesota nonprofit 
corporation, incorporated on March 17, 1994.  On November 28, 1994, the School received a 
determination letter from the Internal Revenue Service that it was exempt from federal income 
taxation under Section 501(c)(3) of the Code.  

The Company has no substantial assets other than the Project and does not intend to 
acquire any other substantial assets or to engage in any substantial business activities other than 
those related to the ownership of the Project.

The obligations and liabilities of the Company under the Loan Agreement and the 
Mortgage are of a full recourse nature but are nonetheless limited to the Project and moneys 
derived from the operation of the Project, including revenues received pursuant to the Lease, 
since the Project is the only asset of the Company.  No representation is made that the Company 
has substantial funds available for the Project.  Accordingly, the financial statements of the 
Company are not included in this Official Statement. 

The Company does not have, and is not expected to have, any employees of its own.  
Consequently, pursuant to the Lease, the School is required to perform all property maintenance 
and management functions for the Project

The current members of the Board of Directors of the Company are as follows:

Name and Address Relationship to School

Humnick, Bernice
Andover, MN

Parent of PACT Student

Levy, Mary (Chair)
Plymouth, MN

Teacher Special Ed
PACT Board Member

Petersen, James
Brooklyn Park, MN

Parent of PACT Student

Weaver-West, Martha
Ramsey, MN

(Non-parent) Community Member
PACT Board Member
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2. THE FACILITY AND THE SERIES 2013 PROJECT

Proceeds of the Bonds will be used to :  (i) refund the Issuer’s Lease Revenue Bonds 
(PACT Charter School Project), Series 2004 which previously financed the existing school 
facility at 7250 E. Ramsey Parkway (the “Schoolhouse”) in the City of Ramsey, Minnesota (the 
“City”) operated by the PACT Charter School, a Minnesota nonprofit corporation (the 
“School”); (ii) fund a debt service reserve fund; and (III) pay the costs of issuing the Bonds (the 
“Project”).  The Schoolhouse will be owned by the Company and leased to and operated by the 
School.  

3. THE SCHOOL

PACT Charter School, a public school of choice committed to sound governance and 
financial stability, was launched in 1994 as a K-8 school of 84 students. Since its inception, the 
school has grown to serve over 640 students spanning grades K-12, with students on a waiting 
list.

(i) Vision Statement

It is the primary vision of PACT Charter School to partner together as parents, students 
and teachers in providing an innovative model of educational excellence for all students.

(ii) Mission Statement

In reaching our vision, it is the mission of PACT Charter School to:

Prepare students for college & life-long learning;
Promote positive character development; and
Pursue a community atmosphere of mutual respect

(iii) Profile and History

In 1994, a small group of parents and teachers in the Anoka area developed a vision for a
charter school that would combine excellence in public education with dynamic parent 
involvement. That vision became PACT (Parents Allied with Children and Teachers) Charter 
School.

PACT opened its doors in September of 1994 to 84 students in grades K-8. Today, PACT 
serves approximately 640 students in Kindergarten through 12th grade. PACT is currently 
housed in a 74,000 square foot facility in Ramsey, MN as part of a planned community called 
Ramsey Town Center (now The COR).

The facility combines all school functions and programs into one building, which is 
central to achieving the school’s mission. This facility is built symmetrically around a core of 
common or shared rooms that serve the entire school with the elementary classes (grades K-6) on 
one side of this core and the secondary classes (grades 7-12) on the other. The facility has been 
built for PACT and leased with a renewable contract from PCS Building Company.

Initially PACT entered into a charter contract with the Anoka- Hennepin county school 
district as a K-8 school. Each year a grade was added, however, and the school switched 
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sponsors to Bethel University in 2003. Bethel has renewed the charter contract twice and the 
current contact runs through 2014.

(iv) Demographic Data

(v) Governance

The PACT Charter School Board is responsible for the overall governance of the school.  
It is the primary decision-making body on matters concerning the development and consistent 
implementation of all school policies. The Board provides leadership for policy development and 
oversight, and communication regarding the direction and overall management of the school.  
This is accomplished by adopting policies that the administrator, staff, school committees, and 
volunteers carry out on a day-to-day basis. The Board also considers the long-term vision for the 
school to ensure its continued success and sustainability.

The management model provides a balance of efficiency and adequate staffing in all 
functions of school operations. The School Board provides oversight of the administrator who is 
responsible to hire and manage the faculty and staff. The administrator is formally evaluated 
each year. This annual evaluation Is based on review of feedback from within the organization 
(including board members, committee chairs working directly with the administrator and direct 
reports), and goals are established based on the results of the evaluation and needs throughout the 
school. The School Board works directly with the administrator in establishing annual goals that 
are correlated to the needs of the school. Those goals are reviewed on a quarterly basis.

The school administrator assumes overall responsibility for personnel, facilities, services, 
committees and programs of the school. This includes hiring; supervising and evaluating faculty 
and staff; working with committees, parents and students on a daily basis in the implementation 
of the established policies and procedures; ensuring that the facilities are safe and healthy; 
ensuring equitable and safe transportation for students; acting as an ex-officio to the School 
Board and representing the school with the authorizer and other outside organizations.

(vii) Education Philosophy and Curriculum

It is the goal of PACT Charter School to provide students with a rigorous educational 
program that is equivalent or superior in quality to that of any school in Minnesota, public or 
private. Building a strong background in core academics is the primary goal of any effective 
school. To that end, PACT students spend the majority of their school day progressing toward 
mastery of, the core academic disciplines including Math, Reading, Writing (Language Arts), 
Social Studies and the Sciences. The school works to deliver this education in an environment 
that provides opportunities for students to grow as individuals and citizens.

Year Students Black White Asian Hispanic Amer. 
Indian

ELL Sp. Ed Free/
Reduced 
Lunch

2009-10 607 3% 92% 2% 2% 0% 0% 19% 15%
2010-11 646 3.6% 92.1% 1.7% 2.2% 0.05% 0% 19.81% 13.78%

2011-12 652 3.6% 92.1% 1.7% 2.2% 0.5% 0% 19.8% 13.8%
2012-13 644 3.8% 89.7% 1.8% 2.9% 1.8% 0% 18.9% 15.7%
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To measure the attainment of these goals, the faculty uses a variety of assessments (both 
formal and informal) intended to evaluate student progress and program effectiveness. These 
assessments provide data to assist with the refinement of programming and the commitment to 
continuous improvement. Observation of students and their work in addition to objective 
assessment data provide the basis for evaluation of students for academic support and 
enrichment. A Child Study Team process is used to discuss students who may need further 
evaluation, after attempts at accommodation have been made in the classroom. PACT utilizes the 
Measures of Academic Progress (MAP) tests to attain accurate information about what students 
know and are ready to learn, and to provide progress and proficiency data. 

State MCA test results data is also used to measure student progress and program 
effectiveness. Accountability continues to be of vital importance in setting academic goals and 
refining a program to best meet the needs of all students.

PACT Charter School has chosen to take a multifaceted approach when determining 
academic and non-academic goals. Data gathered from assessments ranging from current year 
results to longitudinal grade level and student cohort analysis is evaluated to track student 
progress and identify curricular inconsistencies or deficits. Evaluation of annual student, staff 
and climate surveys also provide a framework from which goals can be determined. Committee 
input is yet another valued source to be considered as goals are made.

(viii) Testing

It is the goal of PACT Charter School to provide students with a rigorous educational 
program that includes a strong background in core academics. The school faculty and staff work 
to facilitate this education in an environment that provides opportunities for students to grow as 
individuals and citizens. Because of the school’s commitment to continuous improvement, a 
variety of formal and informal assessment data ranging from current year results to longitudinal 
grade level and student cohort analysis is gathered and used to evaluate student progress, identify 
curricular inconsistencies or deficits, and refine program effectiveness.

PACT utilizes the Measures of Academic Progress (MAP) tests to attain accurate 
information about what students know and are ready to learn, and to provide progress and 
proficiency data. State MCA test results data is also used to measure student progress and 
program effectiveness. Observation of students and their work in addition to objective 
assessment data provide the basis for evaluation of students for academic support and 
enrichment. A Child Study Team process is used to discuss students who may need further 
evaluation, after attempts at accommodation and/or intervention have been made in the 
classroom.

The primary tenets of PACT Charter School are to

1) improve pupil learning;
2) increase learning opportunities for pupils;
3) encourage the use of different and innovative teaching methods; and
4) establish new forms of accountability for schools.

Growth over time in relation to these primary tenets is the framework used to determine 
annual school goals and objectives that will demonstrate progress to the Minnesota Department 
of Education, the school’s authorizer, and the community. Accountability continues to be of vital 
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importance in setting academic and non-academic goals, and PACT Charter School has a 
multifaceted approach to determine these.

Year Mathematics Reading
PACT State Anoka-

Hennepin
PACT State Anoka-

Hennepin

2008 61.11% 62.50% 65.79% 67.10% 70.74% 74.27%

2009 62.03% 64.27% 69.29% 73.44% 71.93% 75.53%

2010 64.5% 66.2% 70.5% 72.14% 72.34% 74.24%

2011 57.50% 56.39% 59.59% 79.44% 74.53% 78.34%

2012 69.8% 62.0% 63.9% 80.21% 76.00% 79.36%

ACT Charter School is committed to preparing students for college and life-long 
learning. A measure of it academic success is demonstrated by student performance on the ACT 
test, which the school encourages students to take. When feasible, the school dedicates funds to 
assist students with the fees associated with taking the test. The following table and charts 
represent trend comparison data of average ACT scores for PACT students.

AVERAGE ACT SCORES – TREND DATA
TOTAL TESTED ENGLISH MATH READING SCIENCE COMPOSITE

AVERAGE ACT SCORES – TREND DATA

TOTAL
TESTED

ENGLISH MATH READING SCIENCE COMPOSITE

Grade
Year

School State School State School State School State School State School State

2006 14 41650 18.0 21.6 20.4 22.1 20.1 22.6 19.7 22.3 19.6 22.3

2007 24 43534 23.7 21.8 22.4 22.5 25.1 22.8 23.1 22.5 23.8 22.5

2008 22 44863 26.0 21.9 24.2 22.6 25.8 23.0 24.2 22.5 25.1 22.6

2009 38 43642 22.3 22.0 21.9 22.7 23.2 23.1 22.3 22.3 22.3 22.7

2010 33 44,323 23.5 22.3 23.2 22.9 24.4 23.2 22.6 22.8 23.6 22.9

2011 35 44,952 22.9 22.3 22.7 23.0 23.5 22.9 22.3 22.8 23 22.9

2012 33 44,977 22.5 22.1 22.8 23.0 23.3 22.9 22.3 22.7 22.8 22.8

*Data Source: College Readiness Letter provided by ACT. ACT has established the following benchmark scores as 
representing readiness for designated college courses: English Composition: 18 on ACT English Test; Algebra: 22 
on ACT Mathematics Test; Social Science: 21 on ACT Reading Test; and Biology: 24 on ACT Science Test.
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(ix) Academic Faculty

09-10 10-11 11-12 12-13

Full-Time 51 54 50 56

Part-Time 68 71 74 90

Support Staff 80 81 85 103

Student to Teacher Ratio 16:1 16:1 16:1 16:1

Teacher Average Salary $40,012 $40,163 $42,000 $42,275

Average Teacher Experience 8 9 9 10

Staff Degrees 40BA/8MA 36BA/10MA 32BA/12MA 34BA/11MA

(x) Admissions and Enrollment

PACT Charter School currently enrolls approximately 644 students in K-12 (including 
students enrolled in part or full-time PSEO). These students come from a wide geographic area -
spanning four counties and including the cities of Andover, Anoka, Blaine, Brooklyn Park, 
Champlain, Elk River, Ramsey, and St. Francis among others.

PACT enrolls students to a maximum class size of 20 for Kindergarten, 24 for grades one 
through three, and 26 for grades four through twelve. There are two sections of each grade level 
in the elementary program.

PACT holds a lottery for open enrollment on February 15th for the following school year. 
The result of the lottery determines student enrollment and a waiting list is established to fill 
open positions as they arise for the next school year.
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Historical Enrollment

GRADE 2008 2009 2010 2011 2012 2013

K 30 35 34 35 34 40

1 36 36 36 48 48 48

2 37 36 36 48 48 48

3 36 36 38 48 48 48

4 36 39 52 52 52 52

5 52 49 52 52 52 52

6 48 50 52 52 52 52

7 49 51 50 52 53 50

8 50 50 50 51 53 50

9 48 49 50 52 53 50

10 48 49 50 52 52 50

11 46 44 54 51 54 50

12 47 51 41 48 47 50

Totals: 570 579 607 646 652 644
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Projected Enrollment

GRADE 2014 2015 2016 2017 2018

K 40 40 40 40 40

1 48 48 48 48 48

2 48 48 48 48 48

3 48 48 48 48 48

4 52 52 52 52 52

5 52 52 52 52 52

6 52 52 52 52 52

7 50 50 50 50 50

8 50 50 50 50 50

9 50 50 50 50 50

10 50 50 50 50 50

11 50 50 50 50 50

12 50 50 50 50 50

Totals: 640 640 640 640 640

STUDENT ATTRITION RATE

School 
Year

K 1 2 3 4 5 6 7 8 9 10 11 12
total 

enrolled

Not 
Enrolled 
Oct. 1

Attrition 
rate

2010-
11

40 48 48 48 52 52 52 52 51 52 52 51 48 646 N/A N/a

2011-
12

40 48 48 48 52 52 52 53 53 53 52 54 47 652 58 10.2%

2012-
13

40 48 48 48 52 52 52 51 52 50 51 50 50 644 52
(To-
date)

8.2%

The table below identifies the number of students enrolled at PACT Charter School for the 
last 3 years. With the exception of 2012-13 information (which is an estimate at the time of 
the writing of the Annual Report) enrollment numbers are based on October 1 child count.
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(xi) Finances

Financial Statements

The audited financial statements of PACT for the fiscal years ending June 30, 2010, 2011 
and 2012 and unaudited financial statement for the period ending June 30, 2013 are attached to 
this Official Statement as Appendix B.

Government Funding

The majority of PACT’s funding is provided by the State of Minnesota and, to a much 
lesser extent, the federal government.  State funding is provided through various programs, 
including General Education Aid, Special Education, Limited English Proficiency, and Building 
Leases Aid.  Under Minnesota law, all public school districts such as PACT will receive in the 
school year 2012-2013, 86.4% of its calculated entitlement for the year plus the 35.7% of funds 
held-back for the 2011-2012 school year.  Revenue is recognized in the school year it is earned, 
not the year it is received.  The federal government provided start-up funding in the first several 
years through Minnesota’s participation in the federal Charter School Program (CSP) grant 
program.  At present, federal government funding is limited to funding for a portion of PACT’s 
special education expenses.

General Education Aid

General Education Aid is a combination of several revenue categories that provide the 
major share of funding for school districts.  General Education Aid is not restricted to any 
specific use.  PACT received approximately $XXXXX for General Education Aid in the 2011-
2012 school year. Assuming attendance goals are met PACT anticipates recieving $XXXXXX 
for the 2012-2013 school year

Compensatory Revenue

PACT receives State Compensatory Aid for all students who are eligible for free and 
reduced-price school lunches.  Compensatory Aid must be used to meet the educational needs of 
those students whose educational progress is below the level that is appropriate for pupils at that 
age level.  PACT received approximately $XXXXXX in Compensatory Aid in the 2011-2012 
school year and [anticipates receiving] $XXXXXX in the 2012-2013 school year.

Special Education Funding

A school’s Special Education Program is funded primarily by three sources: State Special 
Ed Revenue, Tuition Billing Revenue, and Federal Special Ed Revenue.  PACT receives State 
Special Education Aid funding annually of approximating 90% of the additional salary costs of 
providing required services to special needs students and 90% of any contracted service costs.  
The remaining costs are billed back by MDE to the traditional public school district in which the 
student lives (as Tuition Billing).  The School received $XXXXX in special education revenue 
(State aid plus tuition billing) for the 2011-2012 school year and [anticipates receiving]
approximately $XXXXXXX for the 2012-2013 school year.  Since the revenue is determined by 
the amount of expenditures, if the expenditures increase due to special education needs so will 
the



A-11

Building Lease Aid

Under the Act, the School is eligible for Building Lease Aid which must be used to pay 
for facility occupancy and certain related costs.  The amount of Building Lease Aid the 
School receives and will receive in the future is determined by a statutory formula.  Under 
the current formula, effective July 1, 2012, a charter school receives as Building Lease Aid 
equal to the lesser of (i) 90% of the approved cost of the lease or (ii) a cap of $1,200 per 
weighted student unit.  The prior formula for lease aid that expired on June 30, 2011 
provided up to $1,500 per weighted student pupil unit for the School.

The Building Lease Aid cap is adjusted by a factor of 0.612 for kindergarten students 
by a factor of 1.115 for students in grades 1-3, by a factor of 1.06 for students in grades 4-6 
and by a factor of 1.3 for students in grades 7-12.

This formula has been revised somewhat by recent legislation.  See Appendix B, 
below.  However, the amendments will not materially affect the total amount of lease aid 
available to Harvest.

PACT received Building Lease Aid of approximately $XXX,XXX for the 2011- 2012 
school year.  The School [anticipates receiving] Building Lease Aid in the amount of 
$XXX,XXX for the 2012-2013 school year. 

4. 2013 LEGISLATIVE ACTION

The Minnesota legislature convened on January 8, 2013 and adjourned May 20, 2013.
The K-12 “Omnibus Bill” covering funding and regulation of education in Minnesota was 
among the final bills adopted, which Governor Mark Dayton signed into law on May 22, 2013.  
Legislators and Governor Mark Dayton agreed to put $485 million in new funding into programs 
from preschool through 12th grade over the next two years.  Called the “capstone” of the 
education bill, by Democratic supporters, $134 million will provide all-day kindergarten for all 
kids –with no charge to parents.  The new state funding will also bring savings totaling $26 
million over two years to 10,000 families that now pay several thousand dollars per year for 
expanded-day programs.  Another $40 million will be devoted to need-based scholarships for 
state-approved preschools.  Scholarships of up to $5,000 will go to provider education to about 
8,000 lower-income 3- and 4-year-olds.  A total of $234 million -- $78 per student in the first 
year and $80 per student in year two – will increase the basic formula-drive amount that districts 
received.  An additional $40 million will help schools with soaring special-education costs.

Although the bill was hailed as a step forward for educational funding, it will have no 
material impact on the manner in which charter public schools are funding and overseen.  The 
essentials of funding for each public charter school are identical for funding for students 
attending traditional district managed public schools.  Public Charter schools still must be 
authorized (formerly “sponsored”) by non-profit 501(c)(3) qualified tax-exempt organizations, 
post-secondary institutions and public school districts. Once approved by an authorizer, MDS 
must review and approve the charter school as well.

Because of the all-day kindergarten, there were some adjustments to the calculation of 
WADM, and the maximum per-pupil amount of lease aid was increased to $1,314, which will 
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take effect beginning July 1, 2014.  The sum of the changes is immaterial for most ordinary 
charter schools.  In the case of the School leasing from the Company, the addition of funding for 
all-day kindergarten may have a slight positive effect on overall revenue.
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APPENDIX B

SCHOOL FINANCIAL STATEMENTS
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APPENDIX C

FIVE-YEAR FINANCIAL SUMMARY AND FIVE-YEAR BUDGET PROJECTIONS
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APPENDIX D

CHARTER AGREEMENT WITHOUT EXHIBITS, AMENDMENTS
AND CHARTER EXTENSIONS

(Form approved by Authorizer on _______ 11, 2013.)
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APPENDIX E

DEFINITIONS OF CERTAIN TERMS, SUMMARIES OF DOCUMENTS

DEFINITIONS

The following words and phrases have the following meanings:

“Account Control Agreement” means the Account Control Agreement, dated as of 
_______ 1, 2013 among the Trustee, the School, and Sunrise Banks, Ramsey, Minnesota;

“Act” means the Municipal Industrial Development Act, Minnesota Statutes, 
Sections 469.152 through 469.1655, as amended.

“Additional Bonds” means any additional bonds issued and secured on a parity with the 
Bonds in accordance with the Indenture.

“Adjusted Pledged Revenues” means all funds, money, grants, or other distributions 
received by the School from the State of Minnesota with respect to general student funding, state 
Building Lease Aid payments, state distributions of federal Title I funds, or any other funding 
sources, after deduction of all such operating expenses of the School (including the current 
expenses for staff and administrative salaries and benefits) required under State or federal laws to 
provide required educational program expenditures, pledged pursuant to the Pledge Agreement.

“Assignment of Lease” means the Assignment of Lease, dated as of _______ 1, 2013, 
from the Company in favor of the Trustee.

“Bond Counsel” means Briggs and Morgan, Professional Association, , or any other firm 
of nationally recognized bond counsel acceptable to the Trustee, the Issuer, and the Company.

“Bond Fund” means the fund established under the Indenture.

“Bond Purchase Agreement” means the Bond Purchase Agreement by and among the 
Original Purchaser, the Issuer, the Company and the School.

“Bond Registrar” means the Trustee in its capacity as registrar of the Bonds.

“Bonds” means the Series 2013A Bonds, Series 2013B Bonds and any Additional Bonds.

“Bond Year” means the one-year period beginning on each _______ 1 and ending on the 
last day of each subsequent May, except that the first Bond Year shall begin on the date of 
issuance of the Bonds and end on ________, 2014.

“Business Day” means a day on which banking business is transacted in the city in 
which the Trustee has its designated corporate trust office.

“City” means the City of Ramsey, Minnesota.
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“Code” means the Internal Revenue Code of 1986, as amended.  Each reference to a 
section of the Code herein is to be deemed to include the United States Treasury Regulations 
proposed or in effect thereunder and applicable to the Bonds or the use of proceeds thereof, 
unless the context clearly requires otherwise.

“Company” or “Building Company” means PCS Building Company, a Minnesota 
nonprofit corporation, and any successor owner of the Schoolhouse.

“Company Certificate” means a certificate signed by the Company Representative.

“Company Representative” means the person or persons at the time designated to act on 
behalf of the Company by written certificate furnished to the Issuer and the Trustee containing 
the specimen signatures of such person or persons and signed on behalf of the Company by its 
President.  Such certificate may designate an alternate or alternates.

“Completion Date” means the date of completion of the Project, as certified by the 
Company in a Company Certificate.

“Costs of Issuance Fund” means the fund established under the Indenture.

“Counsel” means an attorney duly admitted to practice law before the highest court of 
any state and, without limitation, may include legal counsel for either the Issuer or the Company.

“Days Cash on Hand” means (I) Cash on Hand of the School, as shown under the 
heading “Assets - Cash and Temporary Investments” on the financial statements for each Fiscal 
Year divided by (II) the quotient of “Expenditures”, as shown on the financial statements for 
such Fiscal Year, divided by 365.

“Date of Issuance” means the date the Bonds are issued.

“Default” and “Event of Default” mean with respect to any Default or Event of Default 
under the Loan Agreement or the Indenture, any occurrence or event specified and defined by the 
Loan Agreement or by the Indenture.

“Depository” means The Depository Trust Company, New York, New York, or its 
successors and assigns, or such substitute depository institution as designated by the Issuer in 
accordance with the Indenture.

“Depository Bonds” means Bonds in the form of one certificate for each maturity and 
governed by the book entry provisions of the Indenture. 

“Determination of Taxability” means receipt by the Trustee of a written notification of 
the issuance, prior to the maturity date or redemption of all Outstanding Series 2013A Bonds, of 
a statutory notice of deficiency by the United States Department of the Treasury, Internal 
Revenue Service, or a decision by a court of competent jurisdiction, holding in effect that interest 
on any Series 2013A Bond is included for federal income tax purposes in the gross income of the 
registered owner thereof, which statutory notice or court decision is either (a) not contested by 
the Company in accordance with the Loan Agreement or (b) contested by the Company in 
accordance with the Loan Agreement and resolved adversely to the interests of, or abandoned by, 
the Company.
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“EMMA” means the Electronic Municipal Market Access system operated by the
Municipal Securities Rulemaking Board as the primary portal for complying with the continuing 
disclosure requirements of SEC Rule 15c2-12(b)(5) promulgated by the Securities and Exchange 
Commission under the Securities Exchange Act of 1934.

“Escrow Agent” means Wells Fargo Bank, National Association, as escrow agent under 
the Escrow Agreement.

“Escrow Agreement” means that certain Escrow Agreement between the Company and 
the Escrow Agent, dated the date hereof, and as it may be amended from time to time in
accordance with its terms.

“Escrow Fund” means the fund of such designation created under the Escrow Agreement.

“Fiscal Year” means any period of 12 consecutive months adopted by the Company as its 
fiscal year for financial reporting purposes and initially means the period beginning July 1 of 
each year and ending on _______ 30 of the next year.

“Governmental Obligations” means direct general obligations of (including obligations 
issued or held in book entry form on the books of the Department of the Treasury) of the United 
States of America.

“Income Available for Debt Service” means, for any period, the excess of revenues over 
operating and non-operating expenses of the School, as determined in accordance with generally 
accepted accounting principles (but excluding extraordinary items and excluding unrealized 
gains or losses on the valuation of investments) plus amounts that have been deducted for (a) 
payments under the Lease, (b) interest on other Indebtedness with a stated maturity of more than 
one year, (c) amortization and (d) depreciation.

“Improvement” means any addition, enlargement, improvement, extension or alteration 
of or to the Schoolhouse as it then exists (other than the expansion to be financed from the 
proceeds of the Bonds as contemplated hereunder), and any fixtures, structures or other facilities 
acquired or constructed by the Company and located on the Project Site.

“Indebtedness” means (i) all the indebtedness of the obligor for borrowed money which 
has been incurred in connection with the acquisition of assets and (ii) the capitalized value of the 
liability under any lease of real or personal property which is properly capitalized on the 
statement of assets, liabilities and fund balances of the obligor in accordance with generally 
accepted accounting principles consistently applied.

“Indenture” means the Indenture of Trust, dated as of _______ 1, 2013, between the 
Issuer and the Trustee, pursuant to which the Bonds are authorized to be issued, including any 
indenture supplemental thereto and any amendments thereof.

“Independent Consultant” means a management consultant, bookkeeper or certified 
public accountant experienced in the management, operation and/or financing of charter schools 
in Minnesota.

“Independent Counsel” means an attorney duly admitted to practice law before the 
highest court of any state and who is not a full-time employee, director or shareholder of the 
Issuer, the Company or the School.
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“Interest Payment Date” means _______ 1 and __________ 1 of each year, commencing 
__________ 1, 2013.

“Issuer” means the PCS Building Company, a public body corporate and politic of the 
State, and any successor.

“Issuer Representative” means the Executive Director of the Issuer, and any other person 
or persons at the time designated to act on behalf of the Issuer by written certificate furnished to 
the Company and the Trustee containing the specimen signatures of such person or persons and 
signed on behalf of the Issuer by its duly authorized agent.  Such certificate may designate an 
alternate or alternates.

“Lease” means the Lease Agreement, dated as of _______ 1, 2013, by and between the 
Company, as lessor, and the School, as lessee, and any amendment thereto.

“Lease Aid” or “Building Lease Aid” means amounts received by the School from the
State pursuant to Minnesota Statutes, Section 124D.11, subdivision 4, to fund payments due 
under the Lease, or any replacement therefor pursuant to a successor statute.

“Lease Payments” means all payments due from the School, as lessee, to the Company, 
as lessor, pursuant to the Lease.

“Lease Revenues” means the revenues to be received by the Company from the School 
pursuant to the Lease.

“Loan Agreement” means the Loan Agreement, dated as of _______ 1, 2013, between 
the Issuer and the Company, and any amendments and supplements thereto.

“Loan Repayments” means the payments required to be made by the Company pursuant 
to the loan repayments section of the Loan Agreement.

“Majority Bondholder” means the beneficial owner of or owners who together own 
greater than 50% of the aggregate Outstanding principal amount of the Bonds.

“Monthly Deposit” means $6,250 per month from July 20, 2013 through _______, 2014 
and $3,333.33 per month thereafter.

“Moody’s” means Moody’s Investors Service, a corporation organized and existing under 
the laws of the State of New York, its successors and assigns and, if such corporation is 
dissolved or liquidated or can no longer perform the functions of a securities rating agency, 
“Moody’s” is be deemed to refer to any other nationally recognized securities rating agency 
designated by the Company by notice to the Trustee.

“Mortgage” means the Amended and Restated Mortgage, Security Agreement and 
Assignment of Rents, dated as of _______ 1, 2013, from the Company in favor of the Trustee, 
and all amendments thereof and supplements thereto.

“Mortgaged Property” means all real estate, buildings, equipment and other interests as 
more particularly described in subsections (a) through (g), inclusive, of Section 2.1 of the 
Mortgage, including the real estate described in EXHIBIT A thereto.
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“Original Purchaser” means, with respect to the Bonds, Dougherty & Company, LLC, as 
the underwriter of the Bonds.

“Outstanding” means Bonds which have been authenticated and delivered by the Trustee 
under the Indenture, except:

(a) Bonds canceled after purchase in the open market or because of payment 
at or redemption prior to maturity;

(b) Bonds for the payment or redemption of which cash funds or noncallable 
Governmental Obligations have been theretofore deposited with the Trustee in 
accordance with the discharge of lien article of the Indenture; and 

(c) Bonds in lieu of which others have been authenticated under the Indenture.

“Payment Date” means __________ 1 of each year commencing __________ 1, 2014.

“Permitted Encumbrances” means, as of any particular time, “permitted encumbrances” 
as defined in the Mortgage.

“Permitted Investments” means the following investments, if and to the extent the same 
are legal for investment, with regard to any moneys held as part of the Bond Fund, the Revenue 
Fund, the Reserve Fund, the Project Fund, the Capital Improvement Fund, the Expense Fund, the 
Costs of Issuance Fund, or any other fund held by the Trustee pursuant to the Indenture:

(a) bills, certificates of indebtedness, notes, bonds or similar securities which 
are direct obligations of, or the principal and interest of which are unconditionally 
guaranteed by, the United States of America;

(b) direct and general obligations of any state of the United States of America 
or any municipality or political subdivision of such state, or obligations of any 
corporation, if such obligations are in one of the two highest rating categories by 
Standard & Poor’s Corporation or Moody’s Investors Service, or, upon the 
discontinuance of either or both of such rating agencies, any other nationally recognized 
rating service;

(c) negotiable or non-negotiable certificates of deposit, time deposits, or other 
similar banking arrangements, issued by any nationally or state-chartered bank (including 
the Trustee) or trust company or any savings and loan association, domiciled in the State, 
if either (i) the long-term obligations of such bank or trust company are rated in one of 
the two highest rating categories by Standard & Poor’s Corporation or Moody’s Investors 
Service, or, upon the discontinuance of either or both of such rating services, any other 
nationally recognized rating service or (ii) the deposits are continuously secured as to 
principal, but only to the extent not insured by the Federal Deposit Insurance 
Corporation, or similar corporation chartered by the United States of America, (1) by 
lodging with a bank or trust company, as collateral security, obligations described in 
paragraph (a) or (b) above or, with the approval of the Trustee, other marketable 
securities eligible as security for the deposit of trust funds under applicable regulations of 
the Comptroller of the Currency of the United States of America or applicable state law 
or regulations, having a market value (exclusive of accrued interest) not less than the 
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amount of such deposit, or (2) if the furnishing of security as provided in clause (1) of 
this paragraph is not permitted by applicable law, in such manner as may then be required 
or permitted by applicable state or federal laws and regulations regarding the security for 
the deposit of trust funds;

(d) repurchase agreements with respect to obligations listed in paragraph (a) 
or paragraph (b) above if entered into with a nationally or state-chartered bank domiciled 
in the State (including the Trustee), trust company domiciled in the State or a broker or 
dealer (as defined by the Securities Exchange Act of 1934, as amended) which is a 
member of the Securities Investors Protection Corporation if (i) such obligations that are 
the subject of such repurchase agreement are delivered to the Trustee or are supported by 
a safekeeping receipt issued by a depository satisfactory to the Trustee, provided that 
such repurchase agreement must provide that the value of the underlying obligations will 
be maintained at current market value, calculated no less frequently than monthly, of not 
less than the repurchase price, (ii) a prior perfected security interest in the obligations 
which are the subject of such repurchase agreement has been granted to the Trustee, and 
(iii) such obligations are free and clear of any adverse third-party claims;

(e) commercial paper maturing in 270 days or less and rated in the highest 
rating category by two nationally recognized rating services;

(f) money market mutual funds invested solely in obligations listed in 
paragraphs (a), (b), or (c) above, including funds offered or managed by the Trustee or its 
affiliates;

(g) agreements or contracts for guaranteed investment contracts issued or 
guaranteed by financial institutions, United States commercial banks, domestic branches 
of foreign banks, United States insurance companies, or their Canadian subsidiaries.  The 
credit quality of the Issuer’s or guarantor’s long-term unsecured debt must be rated in 
one of the three highest categories by a nationally recognized rating agency.

(h) certificates or receipts issued by any nationally or state-chartered bank, 
domiciled in the State, trust company domiciled in the State or broker or dealer (as 
defined by the Securities Exchange Act of 1934, as amended) which is a member of the 
Securities Investors Protection Corporation, organized and existing under the laws of the 
United States of America or any state thereof, the outstanding unsecured long-term debt 
of which is rated in either of the two highest rating categories by Standard & Poor’s 
Corporation or Moody’s Investors Service, or, upon the discontinuance of either rating 
services, in the capacity of custodian, which certificates or receipts evidence ownership 
of a portion of the principal of or interest on Government Obligations held (which may be 
in book entry form) by such bank, trust company or broker or dealer (as defined by the 
Securities Exchange Act of 1934, as amended) as custodian;

(i) tax-exempt obligations (as defined in section 150(a)(6) of the Code and 
which are not “investment property” as defined in Section 148(b)(2) of the Code) rated in 
one of the two highest rating categories by Standard & Poor’s Corporation or Moody’s 
Investors Service, or, upon the discontinuance of either rating service or both of such 
rating services, any other nationally recognized rating service; and
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(j) U.S. dollar denominated deposit accounts, federal funds with domestic 
commercial banks which have a rating on their short term certificates of deposit on the 
date of purchase of “A-1” or “A-1+” by Standard & Poor’s and “P-1” by Moody’s and 
maturing no more than 360 days after the date of purchase.  (Ratings on holding 
companies are not considered as the rating of the bank.).

Notwithstanding the foregoing, “Permitted Investments” will not include a financial instrument, 
commonly known as a “derivative,” whose performance is derived, at least in part, from the 
performance of any underlying asset, including, without limitation, futures, options on securities, 
options on futures, forward contracts, swap agreements, structured notes, and participations in 
pools of mortgages or other assets.

“Pledge Agreement” means the Pledge and Covenant Agreement, dated as of _______ 1, 
2013, by and between the School and the Trustee.

“Prior Bonds” means the Series 2004A Bonds and the Series 2009 Bonds.

“Prior Indenture” means the Indenture of Trust, dated as of _______ 1, 2004, between the 
Issuer and the Prior Trustee, as amended and supplemented by the First Supplemental Indenture 
of Trust, dated as of July 1, 2009, between the Issuer and the Prior Trustee.

“Prior Trustee” means Wells Fargo Bank, National Association, as trustee for the Prior 
Bonds.

“Project” means acquisition and installation in the Schoolhouse of equipment for two 
Science, Technology, Engineering and Mathematics laboratories.

“Project Costs” means any and all sums of money required to renovate, construct, expand 
and install the Project, excluding Costs of Issuance, but including the following:

(a) all expenses incurred in connection with the acquisition of real property, 
or any interest in real property, necessary for the Project or mortgaging of the Project 
Site, including title insurance;

(b) the expense of preparation of plans and specifications and of all other 
architectural, engineering, testing and supervisory services incurred and to be incurred in 
the planning, acquisition and completion of the Project;

(c) the cost of acquisition and installation of all items of equipment, 
machinery or furnishings included in the Project;

(d) premiums on all insurance relating to construction during the period 
before completion of the Project, to the extent that such premiums are not paid by a 
contractor;

(e) the contract price of all labor, services, materials, supplies, equipment and 
remodeling furnished under a construction contract;

(f) all expenses incurred in seeking to enforce any remedy against a 
contractor, any subcontractor or any surety in respect of any default under any 
construction contract;
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(g) the cost of all other labor, services, materials, supplies and equipment 
necessary to complete the acquisition, construction, expansion and equipping of the 
Project;

(h) all interest accruing on money borrowed by the Company for financing of 
the Project Costs during construction and up to six months thereafter;

(i) all fees and expenses of the Trustee and any Paying Agent relating to the 
Bonds that become due before the completion of the Project;

(j) without limitation by the foregoing, all other expenses which under 
generally accepted accounting principles constitute necessary capital expenditures for the 
Project and are authorized by the Act to be paid from the proceeds of the Bonds; and

(k) all advances, payments and expenditures made or to be made by the 
Issuer, the Trustee and any other person with respect to any of the foregoing expenses.

“Project Fund” means the fund established under the Indenture.

“Rating Agency” means Standard & Poor’s or Moody’s.

“Rebate Analyst” means the “Rebate Analyst” as defined in creation of the Rebate Fund 
section in the Indenture.

“Rebate Fund” means the fund created pursuant to the Indenture.

“Registered Owner” means the person or persons in whose name or names a Bond will be 
registered on the books of the Issuer kept for that purpose in accordance with provisions of the 
Indenture.

“Regular Record Date” means, with respect to the Bonds, the 15th day of the calendar 
month preceding an Interest Payment Date.

“Reserve Fund” means the fund created pursuant to the Indenture.

“Reserve Fund Requirement” means, with respect to the Series 2013 Bonds, $974,712.50 
through and including __________ 1, 2024 and $899,837.50 after __________ 1, 2024 and, with 
respect to any Additional Bonds, the least of: (a) 10% of the original issue price of the Bonds; (b) 
the maximum annual debt service in any Bond Year on the Bonds (excluding amounts in the 
final maturity of the Bonds to be paid from the application of the Reserve Fund); or (c) 125% of 
the average annual debt service on the Bonds.

“Revenue Fund” means the fund created pursuant to the Indenture.

“School” means PACT Charter School, a Minnesota nonprofit corporation, formed as a 
public (charter) school pursuant to Minnesota Statutes, Section 124D.10.

“Schoolhouse” means the existing building located at __________________ in the City 
used as a public charter schoolhouse for kindergarten through grade twelve, to be owned by the 
Company and leased to the School.
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“Security Agreements” means, collectively, the Loan Agreement, Lease, Mortgage, 
Escrow Agreement, the Account Control Agreement and Pledge Agreement.

“Series 2004A Bonds” means the Lease Revenue Refunding Bonds (PACT Charter 
School Project), Series 2004A.

“Series 2009 Bonds” means the Lease Revenue Bonds (PACT Charter School Project), 
Series 2009.

“Series 2013A Bonds” means the Lease Revenue Bonds (PACT Charter School Project) 
Series 2013A, issued by the Issuer in the principal amount of $11,180,000* and issued under and 
secured by the Indenture.

“Series 2013B Bonds” means the Taxable Lease Revenue (PACT Charter School Project) 
Series 2013BA, issued by the Issuer in the principal amount of $_______* and issued under and 
secured by the Indenture.

“Special Record Date” means that date specified by the Trustee for the payment of any 
defaulted interest.

“Standard & Poor’s” means Standard & Poor’s Ratings Group, a division of the McGraw 
Hill Companies, a corporation organized and existing under the laws of the State of New York, 
its successors and assigns and, if such corporation will be dissolved or liquidated or will no 
longer perform the functions of a securities rating agency, “S & P” will be deemed to refer to any 
other nationally recognized securities rating agency designated by the Company by notice to the 
Trustee.

“State” means the State of Minnesota.

“Sweep Account” means the State Aid Revenues Account established and maintained 
pursuant to the Pledge Agreement by the School at Sunrise Banks and of which the Trustee has 
control pursuant to an account control agreement.

“Tax Regulatory Agreement” means the Tax Regulatory Agreement, dated the _______
1, among the Company, the School, and the Trustee.

“Term Bonds” means the Series 2013A Bonds maturing on __________ 1, 20__, 
__________ 1, 20__, __________ 1, 20__ and __________ 1, 20__.

“Trust Estate” means the property conveyed to the Trustee pursuant to the Granting 
Clauses of the Indenture.

“Trustee” means Wells Fargo Bank, National Association, a national banking association 
with its principal corporate trust office in Minneapolis, Minnesota, as trustee under the Indenture, 
and its successors in trust and assigns.

“Value” means that value, which will be determined between 45 and 60 days prior to 
each Interest Payment Date, of the cash and any investments in the Reserve Fund, which will be 
calculated by the Trustee, which may engage the pricing service of any national pricing firm to 
assist in such determination, as follows:  (a) as to investments the bid and asked prices of which 
are published on a regular basis in The Wall Street Journal (or, if not there, then in The New 
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York Times), the average of the bid and asked prices for such investments so published on or 
most recently prior to such time of determination; (b) as to investments the bid and asked prices 
of which are not published on a regular basis in The Wall Street Journal or The New York 
Times, the average bid price at such time of determination for such investments by any two 
nationally recognized government securities dealers at the time making a market in such 
investments or the bid price published by a nationally recognized pricing service; (c) as to 
certificates of deposit and bankers acceptances: the face amount thereof, plus accrued interest; 
(d) as to cash, the actual amount thereof; and (e) as to any investment not specified above, the 
value thereof established by prior agreement among the Company and the Trustee.

THE LOAN AGREEMENT

The following is a summary of certain provisions contained in the Loan Agreement and is 
qualified in its entirety by reference to the Loan Agreement.  The definitions of all capitalized 
terms used herein not otherwise defined can be found in “APPENDIX I—DEFINITIONS OF 
CERTAIN TERMS AND SUMMARIES OF DOCUMENTS—DEFINITIONS” or in the Loan 
Agreement or the Indenture, unless the context indicates otherwise.

Issuance of the Bonds

Pursuant to the Loan Agreement, the Issuer agrees to issue the Bonds and to deposit the 
proceeds therefrom with the Trustee.  From the proceeds of the sale of the Bonds (net of 
Underwriter’s discount), the Trustee will deposit (i) $974,712.50 to the Reserve Fund, (ii) 
$216,555.89 to the Cost of Issuance Fund, (iii) $45,393.24 of accrued interest and rounding 
amount to the Bond Fund, (iv) $640,000 to the Project Fund and (v) $11,299,627.60 to the 
Escrow Fund held by the Escrow Agent pursuant to the Escrow Agreement plus $1,239,081.63 
from the proceeds of the Series 2004A Bonds and the Series 2009 Bonds.

Investment of the Revenue Fund, Bond Fund, Project Fund, Rebate Fund, Reserve Fund 
and Costs of Issuance Fund and Expense Fund

Any moneys held as a part of the Revenue Fund, the Bond Fund, the Project Fund, the 
Reserve Fund, the Costs of Issuance Fund, the Rebate Fund, Expense Fund and any other fund 
held by the Trustee will be invested or reinvested in any Permitted Investments by the Trustee at 
the request of and as directed by the Company Representative.  All such Permitted Investments 
will at all times be a part of the fund from which the moneys used to acquire such Permitted 
Investments will have come, and all income and profits on such Permitted Investments will be 
credited to, and losses thereon will be charged against, such funds, except that the earnings (net 
of investment losses, if any) from the Reserve Fund and the Costs of Issuance Fund will be 
credited to the Bond Fund and from the Expense Fund will be credited to the Revenue Fund as 
provided in the Indenture.  Such Permitted Investments will be made so as to mature or be 
subject to redemption at the option of the holder thereof on or prior to the date or dates that the 
Company anticipates that moneys therefrom will be required.  Such Permitted Investments are to 
be held as part of the Trust Estate and will be registered in the name of the Trustee.
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Term of Loan Agreement and Loan Payments

The term of the Loan Agreement (the “Term of Agreement”) will commence as of 
_______ 1, 2013, and, unless sooner terminated as provided in the Loan Agreement, will expire 
on __________ 1, 20__, or on the date that all of the Bonds and all fees and charges of the 
Issuer, the Trustee, and any paying agents have been fully paid or provision made for such 
payment, whichever is later.

The Company agrees to pay to the Trustee for the account of the Issuer during the Term 
of Agreement, (i) on or before July 20, 2013, and on or before the 20th day of each month 
thereafter through and including November 20, 2013, a sum which, together with investment 
earnings and other sums which have either accrued on moneys in the Bond Fund or have been 
transferred to the Bond Fund from the Revenue Fund, the Reserve Fund, the Project Fund, or the 
Costs of Issuance Fund, which have not been used as such a credit before, equals 1/5 of the 
interest due and payable on the Series 2013 Bonds on __________ 1, 2013; and (ii) on or before 
the 20th day of each month, commencing __________ 20, 2013 and continuing until the 
principal of, premium, if any, and interest on the Bonds will have been fully paid or provision for 
the payment thereof will have been made in accordance with the Indenture, a sum which, 
together with investment earnings and other sums which have either accrued on moneys in the 
Bond Fund or have been transferred to the Bond Fund from the Revenue Fund, the Reserve 
Fund, the Project Fund, or the Costs of Issuance Fund, which have not been used as such a credit 
before, equals 1/6 of the interest due on the next succeeding Interest Payment Date and 1/12 of 
the principal due on the next Payment Date, (iii) commencing July 20, 2013, and thereafter on or 
before the 20th day of each month in which the amount held in the Capital Improvements Fund 
is less than $500,000, an amount equal to the Monthly Deposit; and (iii) in the event of optional 
or mandatory redemption or acceleration, on or before the 10th day prior to the selected payment 
day, the amount of principal of and interest on the Bonds due on that date, as provided in the 
Indenture.  Such payments will continue until the principal of, premium, if any, and interest on 
the Bonds have been fully paid or provision for the payment thereof has been made in 
accordance with the Indenture.

The obligation of the Company to make the foregoing payments is absolute and 
unconditional and is not subject to set-off, abatement, counterclaim, or recoupment.

In addition, during the Term of Agreement, the Company is required to pay the Issuer’s 
fee, the reasonable fees and expenses of the Trustee and any paying agents, and the reasonable 
expenses of the Issuer related to the issuance of the Bonds, and the Company will make 
payments into the Reserve Fund as required in the Loan Agreement and in the Indenture at any 
time there is a deficiency.

Payment of Cost

The Company is authorized to direct the Trustee, by certificates of the Company 
submitted to the Trustee, on which the Trustee may conclusively rely, to pay, or to reimburse the 
Company for its payment of, costs as incurred by the Company in acquiring the Project.  If the 
Project Fund is not sufficient to pay all costs incurred in completing the Project the Company 
will, pursuant to the Lease, cause the School to complete the Project and to pay all costs incurred 
without further reimbursement.



E-8

Operation and Maintenance of Project

The Company agrees that at all times during the Term of Agreement it will, at the 
Company’s own expense, maintain, preserve and keep the Schoolhouse, or pursuant to the Lease
cause the School to maintain, preserve and keep the Schoolhouse in good repair, working order 
and condition and that it will make or pursuant to the Lease cause the School to make all repairs, 
replacements and renewals deemed proper and necessary by it.  In addition, the Company has the 
privilege of remodeling the Schoolhouse or making substitutions, additions, modifications and 
improvements to the Schoolhouse as the Company, in its discretion, may deem to be desirable 
for the Company’s or the School’s use for such purposes as will be permitted by the Act,  the 
costs of which remodeling, substitutions, additions, modifications and improvements will be paid 
by the Company, and the same will be the property of the Company and be included under the 
terms of the Loan Agreement and the Mortgage as part of the Schoolhouse; provided, however, 
that the Schoolhouse and the Mortgaged Property, respectively, as remodeled, improved or 
altered, upon completion of such remodeling, substitutions, additions, modifications and 
improvements, will be of a value not less than the value of the Schoolhouse and the Mortgaged 
Property, respectively, immediately prior to the remodeling or the making of substitutions, 
additions, modifications and improvements.  Notwithstanding the foregoing, if such substitution, 
modification, addition or improvement requires the expenditure in any one year period of an 
amount greater than 25% of the insured value of the Project (determined at the time such work 
commences), the Company will, prior to initiating such substitution, modification, addition or 
improvement, provide the Trustee with a certificate from the Company Representative to the 
effect that, based upon a financial feasibility study prepared by or at the request of the Company 
Representative, such substitution, modification, addition or improvement in and of itself will not 
materially diminish the amount of Lease Revenues from the Schoolhouse received by the 
Company or the amount of lease payments or Adjusted Pledged Revenues of the School during 
the next succeeding fiscal year from the level received in the last preceding fiscal year prior to 
such substitution, modification, addition or improvement.

Maintenance of Nonprofit Corporate Existence

The Company agrees that during the Term of Agreement it will maintain its nonprofit 
corporate existence, will maintain its status as an exempt organization under Section 501(c)(3) of 
the Code, will continue to be a nonprofit corporation qualified to transact business and in good 
standing in the State, will not dissolve or otherwise dispose of all or substantially all of its assets 
and will not consolidate with or merge into another legal entity or permit one or more legal 
entities to consolidate with or merge into it.  The School has made similar representations in the 
Tax Regulatory Agreement.

Assurance of Tax Exemption

The Company represents that it understands, after consultation with such legal counsel as 
deemed appropriate, that the exclusion from gross income of interest on the Series 2013A Bonds
for federal income tax purposes is dependent on the accuracy and truthfulness of representations 
made in the Tax Regulatory Agreement.  The Company covenants and warrants that such 
representations are accurate and truthful and the Company will comply with the Tax Regulatory 
Agreement.
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Financial Statements

Commencing with the Fiscal Year ending _______ 30, 2013, the Company agrees to 
furnish to the Trustee, the Original Purchaser and EMMA (and to the Issuer, upon request), by 
no later than 150 days after the close of each Fiscal Year during the Term of Agreement, a copy 
of the audited financial statements of the Company for the preceding Fiscal Year, including a 
balance sheet and operating statements audited by an independent certified public accountant.

Additional Bonds and Additional Indebtedness

The Company will not incur any additional Indebtedness unless it can satisfy certain 
requirements, including amending the Lease to provide additional Lease Revenues sufficient to 
pay principal and interest on such proposed Additional Bonds, and any related fees and expenses, 
and either (1) establishing that (i) the Income Available for Debt Service for the preceding Fiscal 
Year was at least equal to 120% of maximum amount of payments due under the Lease, plus 
principal and interest payable in any Fiscal Year on the School’s payable in any Fiscal Year and 
(ii) Income Available for Debt Service projected by the School for each of the School’s two 
Fiscal Years beginning with the Fiscal Year in which any improvements being financed by such 
proposed Additional Bonds are to be placed in service, or, if no improvements are to be financed 
thereby, beginning with the first Fiscal Year after the Fiscal Year in which the proposed 
Additional Bonds are to be issued, will be at least 130% of the maximum amount of payments 
due under the Lease, plus principal and interest payable in any Fiscal Year on the School’s 
Indebtedness (including such requirements for the proposed Additional Bonds but excluding 
such requirements for any Indebtedness to be refinanced thereby) or (2) receives the prior written 
consent of the Majority Bondholder to the issuance of such Additional Bonds.  See “THE 
BONDS - Additional Bonds.”  The Company is prohibited under the Loan Agreement from 
incurring any Indebtedness which is subordinate to the payment of the Bonds.

Covenants of the School

The Company will cause the School in the Lease to agree and covenant, and pursuant to 
the Pledge Agreement the School agrees and covenants, that, for the duration of the Loan 
Agreement, it will:

(a) Commencing for the fiscal year ending _______ 30, 2013, furnish to the 
Trustee and EMMA (and to the Issuer, upon request), by no later than 150 days after the 
close of each fiscal year of the School during the term of the Lease, a copy of the audited 
financial statements.

(b) Prepare and submit to the Trustee and EMMA (and to the Issuer, upon 
request) by no later than _______ 30 of each year, a copy of the proposed budget for the 
School for the next succeeding fiscal year and projected long-range budget model 
forecasting the operations of the School for at least 5 years.

(c) On or about the 15th day of each February, May, August, and November, 
commencing August 15, 2013, submit to the Trustee and EMMA (and to the Issuer, upon 
request), copies of quarterly student attendance and enrollment, budget and financial 
reports required by Minnesota law and by the Charter Agreement and, in addition, reports 
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prepared by the School’s Chief Financial Officer or an independent consultant on an 
unaudited basis that would include at least the following:

(i) year to date actual expenditures compared to year to date budgeted 
expenditures for such period; 

(ii) actual revenues compared to budgeted revenues for such period; 
and

(iii) a current balance sheet;

(iv) the current student waiting list;

(v) projected long-range budget model forecasting the operations of 
the School for at least 5 years; and 

(vi) the balance of the Fund Balance Account (as defined below).

(d) On or before _______ 30th of each year, make all applications or 
submissions and provide all supporting documentation to the Minnesota Department of 
Education (or its successor) necessary to receive full funding from the State of Minnesota 
for all legally available general student aid funds, lease aids, or other funding sources 
included in the School’s annual budgeted operating revenues.

(e) Make all necessary applications or submissions, including all supporting 
documentation, on or before _______ 30 of each year to the Minnesota Department of 
Education (or its successor) necessary to receive any Title I federal funding or other 
federal moneys included in the School’s annual budgeted operating revenues.

(f) Other than the obligation to make additional Lease Payments for the purpose of 
repaying Additional Bonds, not incur any additional Indebtedness without the prior written 
consent of the Majority Bondholder; provided that the foregoing requirements shall not apply to 
(i) loans or operating or capital leases for computers and/or technology or (ii) short-term (less 
than 12 months) working capital borrowings or sales of accounts receivable by the School for 
cash flow purposes in an amount not to exceed $1,000,000 annually.

(g) Maintain unrestricted Cash on Hand in its operation fund such that on each 
testing date the amount on deposit in such fund shall be equal to or greater than 45 Days Cash on 
Hand.  The School’s Cash on Hand shall be tested each year (on an unaudited basis) 30 days after 
the end of the School’s Fiscal Year (i.e. on July 30 of each year), commencing the Fiscal Year 
ending _______ 30, 2014. The School will also provide the Trustee with a certification no later 
than two weeks after the completion of the School’s audit for each Fiscal Year that the Cash on 
Hand requirement above has been met (based upon such audit).  The foregoing is subject to the 
qualification that if applicable state or federal laws or regulations, or the rules and regulations of 
agencies having jurisdiction (including, without limitation, changes in state or federal funding 
schedules), shall not permit or enable the School to maintain such level of Cash on Hand, then the 
School shall, in conformity with the then prevailing laws, rules or regulations, maintain its Cash 
on Hand equal to the maximum permissible level. If the School has less than 45 Days Cash on 
Hand on such testing date, it shall constitute an Event of Default if such non-compliance is not 
cured within 60 days, unless waived by the Majority Bondholder.

(h) Maintain on its books, a separate, segregated fund balance to be funded on a best 
efforts basis from accumulated cash surpluses (the “Fund Balance Account”) of the School, if 
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any, in an amount equal to 20% of the budgeted annual operating expenses of the School (the 
“Fund Balance Account Requirement”).  The balance of the Fund Balance Account may be 
reduced below the Fund Balance Account Requirement by the School solely for the payment of 
ordinary and necessary expenses of the School (excluding salaries and benefits to staff or 
administrative personnel) which exceed annual budgeted expenditures by an amount not greater 
than 20% of the annually budgeted amounts for items including repair and replacements, capital 
improvements, utilities, educational program expenses, and special assessments; provided, 
however, that a greater percentage shall be permitted if the School has received the prior written 
consent of the Majority Bondholder.  In the event the Fund Balance Account is reduced below the 
Fund Balance Account Requirement as of the end of the School’s Fiscal Year according to the 
School’s annual audit, the School shall provide notice thereof to the Trustee and EMMA and shall 
use its best efforts to replenish the Fund Balance Account.

(i) Complete the Project in the event the cost of the Project exceeds the amount of 
Bond proceeds available for the Project.

(j) Make all payments due under the Lease prior to any payments of additional rent 
due under the Lease other than operating expenses of the School required under State or federal 
laws to provide required educational program expenditures (including the current expenses for 
staff and administrative salaries and benefits).

(k) Provide notice to the Issuer, the Trustee and EMMA of (i) any notices from the 
School’s sponsor to the School of noncompliance with or determination not to renew the Charter 
Agreement within 10 days of receipt of such notice by the School and (ii) any default under the 
Lease and the steps to be taken by the School to remedy such default, promptly after such default 
occurs.

(l) On or before _______ 30 of each year apply to the Minnesota Department 
of Education (or its successor) for Building Lease Aid as required by Minnesota Statutes 
and provide notice to the Trustee and EMMA of such application and approval thereof by 
the Minnesota Department of Education.

(m) Carry automobile and workers’ compensation insurance to the extent 
required by Minnesota law, and upon request, furnish to the Company certificates 
evidencing such coverage throughout the Term of the Lease.  All such policies of 
insurance will be in the forms and amounts required to be provided by the Company 
under the Loan Agreement and the Mortgage.

(n) The School may, at its own expense and in its own name, in good faith 
contest any real estate taxes, assessments, utility and other charges and shall notify the 
Company of such good faith contest and, in the event of any such contest, may permit the 
taxes, assessments, utility or other charges so contested to remain unpaid during the 
period of such contest and any appeal therefrom but only if (1) nonpayment of any such 
items will not materially endanger the interest of the Company in the Premises, nor 
subject to loss or forfeiture the Premises or any part thereof, and (2) the School files with 
the Company an opinion of Independent Counsel stating in effect that neither event will 
occur.  If both conditions are not satisfied the School shall promptly pay such taxes, 
assessments, utility or other charges or provide Company with full security against any 
loss that may result from nonpayment, in form satisfactory to Company.
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(o) Use its best efforts to maintain Income Available for Debt Service of at 
least 110% of the principal and interest due on the Bonds and any Additional Bonds in 
each Fiscal Year.  In the event the School’s Income Available for Debt Service is less 
than 110% of the principal and interest due on the Bonds and any Additional Bonds in 
any Fiscal Year, the School shall retain an Independent Consultant to review and analyze 
the reports required by the Pledge Agreement, to inspect the Project and the School’s 
operation and administration and to make such recommendations as to the operation and 
administration of the School and the Schoolhouse as such Independent Consultant deems 
appropriate.  Notwithstanding the immediately preceding sentence, regardless of whether 
the School has retained an Independent Consultant, if at the end of the Fiscal Year 2013 
or any subsequent Fiscal Year, the Income Available for Debt Service as of the end of 
such Fiscal Year is less than 100% of the principal and interest due on the Bonds and any 
Additional Bonds (as evidenced by the School’s audited financial statements for such 
Fiscal Year), then the Trustee may declare an Event of Default or exercise one or more of 
the remedies permitted under the Loan Agreement and the Indenture.

Assignment and Leasing

Subject to the covenants set forth in the transfer section of the Loan Agreement, the Loan 
Agreement may be assigned and the Schoolhouse leased, as a whole or in part, by the Company 
without the necessity of obtaining the consent of either the Issuer or the Trustee, subject, 
however, to each of the following conditions:  (i) no assignment or lease will relieve the 
Company from primary liability for any obligations under the Loan Agreement, and in the event 
of any such assignment or lease the Company will continue to remain primarily liable for 
payment of the amounts specified in the Loan Agreement and for performance and observance of 
the other agreements on its part provided to be performed and observed by the Company to the 
same extent as though no assignment or lease had been made; (ii) the assignee or lessee must 
assume the obligations of the Company under the Loan Agreement to the extent of the interest 
assigned or leased; (iii) the assignee or lessee must receive no greater interest in the Schoolhouse 
than that held by the Company; in particular, any assignment or lease must be granted only 
subject to the rights of the Issuer and the Trustee under the Loan Agreement and the Indenture, 
and must terminate upon any foreclosure of the Company’s rights under the Loan Agreement or 
under the Mortgage; and (iv) the Company must, at least 10 days prior to the execution of such 
assignment or lease, furnish or cause to be furnished to the Issuer and the Trustee a true and 
complete draft copy of each assignment, assumption of obligation or lease, as the case may be 
and an opinion from a nationally recognized bond counsel to the effect that the assignment or 
lease will not cause interest on the Outstanding Series 2013A Bonds to be included in the gross 
income of the owners thereof for purposes of federal income taxation, and a form of opinion 
from Independent Counsel that the assignment or lease has been accomplished in accordance 
with State law and the Loan Agreement

Defaults

The Loan Agreement provides that any one or more of the following events will 
constitute an “Event of Default”:

(a) Failure by the Company to pay the amounts required to be paid under the 
Loan Agreement at the times specified therein, provided, however, that if a payment 
default is caused by the failure of the State to make payments due to the School in a 
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timely manner, the Company will have a period of 90 days to cure such payment default.  
The Trustee will give telephonic or telegraphic notice, with subsequent written notice, to 
the Company of such failure;

(b) Failure by the Company to observe and perform any covenant, condition 
or agreement on its part to be observed or performed, other than as referred to in 
paragraph (a), for a period of 30 business days after written notice specifying such failure 
and requesting that it be remedied will have been given to the Company by the Trustee 
unless the Trustee agrees in writing to an extension of such time prior to its expiration or 
if any representation or warranty of the Company will be determined to be or have been a 
material misrepresentation or materially misleading or untrue when made; provided, 
however, if the failure stated in the notice be such that it cannot be corrected within the 
applicable period, the Trustee will not unreasonably withhold its consent to an extension 
of such time (but not more than 90 days) if corrective action is instituted by the Company 
within the applicable period and diligently pursued until the default is corrected;

(c) Certain events of bankruptcy, dissolution, liquidation or reorganization by 
the Company, as set forth in the Loan Agreement;

(d) The occurrence of an Event of Default under the Indenture;

(e) The occurrence of an Event of Default under the Tax Regulatory 
Agreement, the Mortgage, the Lease, or the Pledge Agreement; or

(f) Any final judgments, or writs or warrants of attachment or of any similar 
processes in an aggregate amount in excess of the greater of $150,000 or 2.5% of the 
insured value of the Project Buildings entered or filed against the Company or against 
any of its property and remaining unvacated, unpaid, unbonded, uninsured, or unstayed 
for a period of 30 days.

The Company will not be deemed to be in default under paragraph (b) above if by reason 
of force majeure, as defined in the Loan Agreement, it is unable in whole or in part to carry out 
any agreement in the Loan Agreement, other than the agreement to make the loan repayments.

Remedies

Whenever an Event of Default has happened and is continuing, the Trustee or the Issuer, 
with the written consent of the Trustee, may take one or any combination of the following 
remedial steps:

(a) By written notice to the Company, declare an amount equal to all amounts 
then due and payable on the Bonds, whether by acceleration of maturity (as provided in 
the Indenture) or otherwise, to be immediately due and payable as liquidated damages 
under the Loan Agreement and not as a penalty;

(b) Have reasonable access to and inspect, examine, and make copies of the 
relevant books and records and any and all relevant accounts, data and income tax and 
other tax returns of the Company during regular business hours of the Company if 
reasonably necessary in the opinion of the Issuer or the Trustee; or
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(c) Take whatever action at law or in equity may appear necessary or 
desirable, including without limitation, foreclosure to collect the amounts then due and 
thereafter to become due, or to enforce performance and observance of any obligation, 
agreement or covenant of the Company under the Loan Agreement, and also including, 
without limitation, any remedy set forth in the Indenture, subject to the limitations set 
forth in the Loan Agreement and the Indenture.

Any amounts collected pursuant to action taken upon the happening of an Event of 
Default will be paid into the Bond Fund and applied in accordance with the provisions of the 
Indenture.

Options and Obligations to Prepay

The Company will have the option or the obligation to prepay the amounts payable under 
the Loan Agreement upon the occurrence of certain events described herein under the caption 
“THE SERIES 2013BONDS—Redemption of Series 2013Bonds.”

Amendments, Changes and Modifications

Subsequent to the issuance of Bonds and prior to their payment in full (or provision for 
the payment thereof having been made in accordance with the provisions of the Indenture), and 
except as otherwise expressly provided in the Loan Agreement, the Loan Agreement may not be 
effectively amended, changed, modified, altered, or terminated without the written consent of the 
Trustee, in accordance with the provisions of the Indenture.

THE INDENTURE

The following is a summary of certain provisions contained in the Indenture and is 
qualified in its entirety by reference to the Indenture.  The definitions for all capitalized terms 
used herein not otherwise defined can be found in “APPENDIX I—DEFINITIONS OF CERTAIN 
TERMS AND SUMMARIES OF DOCUMENTS—DEFINITIONS” or in the Indenture or the 
Loan Agreement, unless the context indicates otherwise.

Assignment and Security

Pursuant to the Indenture, the Issuer’s interest in the Loan Agreement and the Pledge 
Agreement and all amounts payable by the Company to the Issuer under the Loan Agreement or 
the Pledge Agreement (other than certain indemnification rights and certain fees and expenses of 
the Issuer), as well as the Issuer’s interest in certain moneys and funds held by the Trustee under 
the Indenture, are assigned to the Trustee by the Issuer to secure the payment of the principal of, 
premium, if any, and interest on the Bonds.

The Revenue Fund

The Revenue Fund is created under the Indenture, into which the Company will cause the 
School pursuant to the Pledge Agreement to deposit all rent payments due under the Lease.  In 
addition, to assure the full and timely deposit of such rent payments, the Trustee is directed to 
withdraw from the Sweep Account and deposit in the Revenue Fund the amounts payable by the 



E-8

School under the Lease each month, commencing in July, 2013, and then any amounts remaining 
in the Sweep Account after such withdrawal will be transferred by the Trustee to or at the 
direction of the School.

Use of Moneys in the Revenue Fund

As and when received each month, the Trustee will apply any funds in the Revenue Fund 
in the following priority:

(a) first, to the Bond Fund, an amount sufficient to cause the total amount 
then deposited in the Bond Fund to equal the monthly payment required under Section 
4.2(a) of the Loan Agreement and, on a pro rata basis, to any lender on any parity 
Indebtedness permitted pursuant to Section 6.12(f) of the Loan Agreement, an amount 
equal to the monthly payment required on such parity Indebtedness;

(b) second, into the Rebate Fund, rebate deposits described in the Tax 
Regulatory Agreement;

(c) third, into the Reserve Fund, an amount equal to that required pursuant to 
Section 4.2(d) of the Loan Agreement;

(d) fourth, into the Capital Improvement Fund, the Monthly Deposits;

(e) fifth, to the Trustee, the amount necessary for payment of the Trustee’s 
fees and expenses for services rendered hereunder; and

(f) sixth, into the Expense Fund, 1/12 of the annual Rating Agency fee and 
Issuer’s Fee and the monthly cost of any other expenses required to be paid by the 
Company pursuant to the Lease; and

(g) seventh, to the Company, any amounts remaining in the Revenue Fund.

The Bond Fund

The Bond Fund is created under the Indenture, into which the payments made pursuant to 
the Loan Agreement and certain other amounts specified in the Indenture will be deposited and 
maintained with the Trustee.  Money in the Bond Fund will be used solely for the payment of the 
principal of, premium, if any, and interest on the Bonds and for the redemption of the Bonds 
prior to maturity. Upon the issuance of the Bonds, an amount equal to $45,903.65 of accrued 
interest will be credited to the Bond Fund.  

The Reserve Fund

Upon the issuance of the Bonds, an amount equal to the Reserve Fund Requirement will 
be deposited in the Reserve Fund.  Any earnings realized from investments in the Reserve Fund 
will be credited to the Reserve Fund until the amount therein is equal to the Reserve Fund 
Requirement, and thereafter to the Bond Fund.  The Reserve Fund is to be valued by the Trustee 
semiannually.  Pursuant to the Loan Agreement, the Company is required to cure any deficiency 
in the Reserve Fund below the Reserve Fund requirement within 30 days if the deficiency occurs 
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as a result of a valuation, or within 90 days of such withdrawal if the deficiency occurs as a result 
of a withdrawal from the Reserve Fund.  Moneys on deposit in the Reserve Fund will be used to 
pay the principal of, premium, if any, and interest on the Bonds as the same become due 
(whether at maturity or upon redemption or by acceleration) in the event that moneys in the Bond 
Fund is insufficient therefor, and to pay the final maturities of principal of and interest on the 
Bonds.  In addition if, on __________ 2, 2024 such Value is in excess of $899,837.50 and no 
Event of Default has occurred and is continuing under the Loan Agreement, Mortgage, Pledge 
Agreement or this Indenture and the School is maintaining Income Available for Debt Service of 
at least 110% of the principal and interest due on the Bonds and any Additional Bonds in the 
prior Fiscal Year in accordance with Section 3(O) of Pledge Agreement, the Trustee shall deposit 
an amount equivalent to the excess in the Bond Fund to be used to pay interest on and principal 
of the Bonds.

The Costs of Issuance Fund

Moneys deposited in the Costs of Issuance Fund of the Indenture will be used to pay the 
costs incurred in issuing the Bonds.

The Project Fund

Upon the issuance of the Bonds, an amount equal to $640,000 from Bond proceeds and 
thereafter any money received by the Trustee for payment of Project Costs, will be credited to 
the Project Fund.  Amounts on hand in the Project Fund will be held by the Trustee and applied 
to the payment of Project Costs.  All disbursements from the Project Fund will be made in 
accordance with and subject to the provisions and restrictions set forth in the Loan Agreement.  
On the Completion Date, after payment of the Project Costs relating to the Project, any balance 
remaining the Project Fund will be transferred to the Bond Fund and applied to redemption of the 
Bonds.

Capital Improvement Fund

Once per month the Company will transfer the Monthly Deposit to the Trustee to be 
deposited in the Capital Improvement Fund in any month the amount held therein is less than 
$500,000.  The Trustee will apply money in such fund not more often than once each month as 
requested in a Company request to the payment of items of repair, improvement, and 
replacement with respect to the Project which constitute capital expenditures under Generally 
Accepted Accounting Principles or which otherwise constitute major periodic repair or 
maintenance of the Schoolhouse, such as annual painting or re-carpeting of a section of the 
Schoolhouse (as opposed to incidental repairs such as touch-up painting, replacement of 
individual carpet tiles, etc.).  The Company request will identify the expenditures to be made by 
nature and amount, will identify the contractor or other party making the repairs, improvements, 
and replacements, and will certify that the expenditures are proper expenditures to be made or 
reimbursed from the Capital Improvement Fund. Investment earnings on amounts held in the 
Capital Improvement Fund will remain in, and be credited as received to, the Capital 
Improvement Fund.  The Trustee may conclusively rely on Company requests submitted in 
accordance with the Indenture as complete authorization for the disbursements made pursuant 
thereto and will not be responsible for any representations or certifications made therein.
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Amounts on hand in the Capital Improvement Fund will be transferred by the Trustee to 
the Bond Fund, as needed, if, on any Interest Payment Date, the amount then on hand in the 
Bond Fund, after application of any available amounts in the Reserve Fund, is not sufficient to 
pay the principal and interest then due on the Bonds, whether at maturity or upon redemption or 
by acceleration.

Amounts, if any, remaining in the Capital Improvement Fund upon the payment in full of 
all Bonds, or the provision for payment therefor in accordance with the terms of the Indenture, 
will be transferred to the Company.

Expense Fund

Once per month the Trustee will transfer from the Revenue Fund an amount sufficient to 
pay certain monthly and annual expenses of the Company when due.  Upon the payment in full 
of all Bonds, or the provision for payment therefor in accordance with the terms of the Indenture, 
any amounts remaining in the Expense Fund will be transferred to the Company.

Investment

Any moneys held as part of the Revenue Fund, the Bond Fund, the Reserve Fund, the 
Project Fund, the Rebate Fund, the Expense Fund, the Capital Improvement Fund, and the Costs 
of Issuance Fund will be invested and reinvested as provided in the Loan Agreement.  (See the 
caption “THE LOAN AGREEMENT—Investment of Revenue Fund, Bond Fund, Reserve Fund, 
Project Fund, Rebate Fund, Expense Fund, Capital Improvement Fund, and Costs of Issuance 
Fund” herein.)

Discharge of Lien

The lien of the Indenture will be discharged if: (a) the Issuer pays or causes to be paid, or 
there is otherwise paid or provision for payment made, to the Registered Owners of the Bonds, 
the principal of, premium, if any, and interest due or to become due on the Bonds at the times 
and in the manner stipulated therein; (b) the Issuer is not then in default in any of the covenants 
and promises in the Bonds and in the Indenture; and (c) the Issuer pays or causes to be paid to 
the Trustee and any paying agents all sums of money due or to become due according to the 
provisions of the Indenture.

Any Bond will be deemed to be paid when (a) payment of the principal of and premium, 
if any, on such Bond, plus interest thereon to the due date thereof (whether such due date be by 
reason of maturity or upon redemption as provided in the Indenture) either (i) has been made or 
caused to be made in accordance with the terms thereof, or (ii) has been provided by irrevocably 
depositing with a commercial bank with trust powers (the “Escrow Agent”), in trust and set aside 
exclusively for such payment, (1) moneys sufficient to make such payment and/or (2) 
noncallable Governmental Obligations, maturing as to principal and interest in such amount and 
at such times as will insure the availability of sufficient moneys to make such payment, and (b) 
all necessary and proper fees, compensation, and expenses of the Trustee pertaining to the Bonds 
with respect to which such deposit is made have been paid or the payment thereof provided for to 
the Trustee’s satisfaction.  At such time as a Bond is deemed to be paid as aforesaid, it will no 
longer be secured by or entitled to the benefits of the Indenture, except for the purposes of any 
such payment from such moneys or Governmental Obligations.
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Notwithstanding the foregoing, no deposit under clause (a)(ii) of the immediately 
preceding paragraph will be deemed a payment of such Bonds until:  (a) proper notice of 
redemption of such Bonds has been previously given in accordance with the Indenture, or in the 
event said Bonds are not by their terms subject to redemption within the next 45 days or are not 
to be redeemed within the next succeeding 45 days, until the Company has given the Trustee on 
behalf of the Issuer, in form satisfactory to the Trustee, irrevocable instructions to notify, as soon 
as practicable, the Owners of the Bonds, in accordance with the requirements of the Indenture, 
that the deposit required by (a)(ii) above has been made with the Escrow Agent and that said 
Bonds are deemed to have been paid and stating the maturity or redemption date upon which 
moneys are to be available for the payment of the principal of and the applicable redemption 
premium, if any, on said Bonds, plus interest thereon to the due date thereof; or (b) the maturity 
of such Bonds.

Defaults and Remedies

Any of the following events will constitute an Event of Default under the Indenture:

(a) Default in the due and punctual payment of any interest on any Bond;

(b) Default in the due and punctual payment of the principal of or premium, if 
any, on any Bond, whether at the stated maturity thereof, or upon proceedings for 
redemption thereof, or upon the maturity thereof by declaration;

(c) Default in the performance or observance of any other of the covenants, 
agreements, or conditions on the part of the Issuer contained in the Indenture or in the 
Bonds and failure to remedy the same after notice as provided in the Indenture; or

(d) The occurrence of an “Event of Default” under the Loan Agreement (see 
the caption “THE LOAN AGREEMENT—Defaults” herein), the Mortgage (see the 
caption “THE MORTGAGE” herein), the Tax Regulatory Agreement, the Lease, the 
Pledge Agreement, or any other Security Agreement.

During the continuation of an Event of Default the Trustee may, and must at the direction 
of the Registered Owners of a majority in the aggregate principal amount of the Outstanding 
Bonds, and upon indemnification as provided in the Indenture, by notice in writing delivered to 
the Issuer, the Registered Owners, and the Company, declare the principal of all Outstanding 
Bonds and the interest accrued thereon to be immediately due and payable.  Upon any 
declaration of acceleration, the Issuer and the Trustee must immediately declare an amount equal 
to all amounts then due and payable on the Bonds to be immediately due and payable under the 
Loan Agreement.

Waiver of Event of Default

The Trustee may at is discretion, waive any Event of Default under the Indenture and its 
consequences and rescind any declaration of acceleration of principal, and must do so upon the 
written request of the Registered Owners of more than 66 2/3% in aggregate principal amount of 
all Outstanding Bonds provided, however, that there may not be waived any Event of Default in 
the payment of the principal of or interest on any Outstanding Bonds unless prior to such waiver 
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or rescission all arrears of principal and interest (other than principal of or interest on the Bonds 
which became due and payable by declaration of acceleration), both, to the extent permitted by 
law, and all expenses of the Trustee in connection with such Event of Default will have been 
paid or provided for.  In case of any such waiver or rescission, or in case any proceeding taken 
by the Trustee on account of any such Default has been discontinued or abandoned or
determined adversely, then and in every such case, the Issuer, the Trustee, and the Registered 
Owners of the Bonds will be restored to their former positions and rights under the Indenture, 
respectively, but no such waiver or rescission will extend to any subsequent or other Default or 
impair any right consequent thereon.

Supplemental Indentures

The Issuer and the Trustee may enter into indentures supplemental to the Indenture 
without the consent of or notice to the Registered Owners of the Bonds for any one or more of 
the following purposes: (a) to cure any ambiguity or formal defect or omission in the Indenture; 
(b) to grant to or confer upon the Trustee for the benefit of the Registered Owners of the Bonds 
any additional rights, remedies, powers or authorities that may lawfully be granted to or 
conferred upon the Registered Owners of the Bonds or the Trustee to make any change which, in 
the opinion of the Trustee, is not to the material prejudice of the Registered Owners of the 
Bonds; (c) to subject to the Indenture additional revenues, properties or collateral; (d) to modify, 
amend, or supplement the Indenture or any indenture supplemental thereto in such manner as to 
permit the qualification thereof under the Trust Indenture Act of 1939, as amended, or any 
similar federal statute then in effect or to permit the qualification of the Bonds for sale under the 
securities laws of any of the states of the United States of America; (e) to evidence the 
appointment of a separate Trustee or a Co-Trustee or the succession of a new Trustee or paying 
agent under the Indenture; (f) to amend or modify any provisions of the Indenture so long as 
such amendment or modification does not materially adversely affect the interests of the 
registered owner of the Bonds; and (g) to provide for the issuance of Additional Bonds in 
accordance with the provisions of the Indenture.

Exclusive of supplemental indentures for the purposes set forth in the previous paragraph, 
the consent of the Registered Owners of not less than 2/3 in aggregate principal amount of 
Outstanding Bonds is required to approve any supplemental indenture, except no supplemental 
indentures may permit without the consent of the Registered Owners of each Bond outstanding 
affected thereby (i) an extension of the maturity of the principal of, or the interest on, any Bond 
issued under the Indenture, (ii) a reduction in the principal amount of, or redemption premium 
on, any Bond or the rate of interest thereon, (iii) a privilege or priority of any Bond or Bonds 
over any other Bond or Bonds, (iv) a reduction in the aggregate principal amount of the Bonds 
required for consent to such supplemental indentures of any modification or waiver of the 
provisions of the Loan Agreement, (v) the creation of any lien ranking prior to or on a parity 
with the lien of the Indenture, or any part thereof, or (vi) the deprivation of the Registered Owner 
of any Outstanding Bond of the lien of the Indenture.

No supplemental indenture will become effective unless and until the Company has 
consented to the execution and delivery thereof.
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THE MORTGAGE

The following is a summary of certain provisions of the Mortgage and is qualified in its 
entirety by reference to the Mortgage.  The definitions for all capitalized terms used herein not 
otherwise defined can be found in “APPENDIX I—DEFINITIONS OF CERTAIN TERMS AND
SUMMARIES OF DOCUMENTS—DEFINITIONS” or in the Indenture, the Loan Agreement, or 
the Mortgage, unless the context indicates otherwise.

The Company will convey to the Issuer a lien and security interest in Schoolhouse and 
the other Mortgaged Property as security for payment of the principal of, premium, if any, and 
interest on the Bonds.  In the event of the occurrence and continuation of an Event of Default 
under the Loan Agreement, the Mortgage provides for the selling or leasing of the subject 
premises or any part thereof by the Trustee or its assigns, consistent with the applicable 
provisions of Minnesota law.  Net proceeds from such sale or lease will be applied to the 
payment of the principal of, premium, if any, and interest on the Bonds.  All the Bonds are 
equally and ratably secured by the Mortgage on the Schoolhouse and the other Mortgaged 
Property.

THE LEASE

The following is a summary of certain provisions contained in the Lease and is qualified 
in its entirety by reference to the Lease. The definitions for all capitalized terms used herein not 
otherwise defined can be found in the Indenture, the Loan Agreement or the Lease, unless the 
context indicates otherwise.

The Company will lease the Project to the School pursuant to a Lease Agreement dated 
as of _______ 1, 2013 (the “Lease”). Under the Lease, upon the commencement of the initial 
term of the Lease as set forth in the Lease, the School agrees to pay monthly base rental 
payments to the Company on or before the twentieth (20th) day of each month in amounts 
which, in the aggregate, are calculated to be equal to the amount necessary for the Company to 
pay semi-annual debt service on the Series 2013 Bonds, certain annual fees of the Trustee and 
the Issuer and fund a Capital Improvement Fund, as set forth in detail in the rent schedule 
attached as Exhibit B to the Lease.

To assure the full and timely payment of the amounts due under the Lease, the School has 
created the Sweep Account, into which all State education funding sources will be deposited and 
from which the Trustee shall withdraw the School’s payments due under the Lease. In addition, 
the School agrees to pay the Additional Rent as set forth in the Rent Schedule attached to the 
Lease, which additional rent may include any and all expenses which are allowable under 
Minnesota Statutes Section 124D.11, subdivision 4, including but not limited to, real estate taxes, 
assessments, or other governmental charges levied or assessed against the Project which are 
payable during the term of the Lease.

THE PLEDGE AGREEMENT

The following is a summary of certain provisions contained in the Pledge and Covenant 
Agreement (the “Pledge Agreement”) and is qualified in its entirety by reference to the Pledge 
Agreement.  The definitions for all capitalized terms used herein not otherwise defined can be 
found in “APPENDIX I—DEFINITIONS OF CERTAIN TERMS AND SUMMARIES OF 
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DOCUMENTS—DEFINITIONS” or in the Indenture, the Loan Agreement, or the Pledge 
Agreement, unless the context indicates otherwise.

The Company and the School have entered into the Lease pursuant to which the School 
has agreed to make Lease Payments in the amounts and at such times as will be necessary to pay 
the amounts due from the Company under the Loan Agreement, which amounts are calculated to 
be sufficient to pay (i) principal and interest when due on the Bonds; (ii) certain fees of the Issuer 
with respect to the Bonds; (iii) fees and expenses of the Trustee with respect to the Bonds; (iv) 
fund certain reserves; and (v) pay certain monthly and annual expenses.  The School has agreed 
in the Pledge Agreement to pledge to the Trustee certain “Adjusted Pledged Revenues” of the 
School (as hereinafter defined) in order to provide additional security for the timely payments of 
amounts due under the Lease.

The School has also agreed in the Pledge Agreement to establish and maintain a 
depository account (the “State Aid Revenues Account”) with Sunrise Banks, into which all 
education funding received by the School from the Minnesota Department of Education 
(including general education funding, Building Lease Aid, other special funds and federal pass-
through funding) will be deposited.  This State funding is generally disbursed to the School twice 
monthly on the 15th and last day of each month (or the next preceding Business Day).  Under the 
Pledge Agreement, the School will cause all such disbursements from the State to be deposited in 
the State Aid Revenues Account.  In accordance with the Account Control Agreement, the 
Trustee is authorized to withdraw from the State Aid Revenues Account the payments due from 
the School under the Lease and deposit such amounts in the Revenue Fund under the Indenture, 
and then any amounts remaining in the State Aid Revenues Account after such withdrawal will 
be transferred by the Trustee to or at the direction of the School.  The terms of the State Aid 
Revenues Account provide that the Trustee will withdraw the lease payments from the State Aid 
Revenues Account before 12:00 noon on the 20th day of each month.  In the event that the first 
deposit of State funds in any month is insufficient to pay the total Lease Payment due from the 
School, the Trustee will withdraw the amount of any such deficiency from the second (or 
succeeding) monthly deposits of State funds to the State Aid Revenues Account until such 
deficiency is cured.

Pursuant to the Pledge Agreement, the School pledges, transfers, grants a security interest 
in and assigns to the Trustee to secure the payment of Lease Payments, all funds, moneys, grants, 
or other distributions received by the School from the State of Minnesota with respect to general 
student funding, state Building Lease Aid payments, state distributions of federal Title I funds, or 
any other funding sources, after deduction of all such operating expenses of the School 
(including the current expenses for staff and administrative salaries and benefits) required under 
State or federal laws to provide required educational program expenditures (such net amount 
hereinafter referred to as “Adjusted Pledged Revenues”), and any other funds or amounts held in 
any fund or account established by the School and all right, title and interest of the School in and 
to any agreements with the State of Minnesota to provide any such Adjusted Pledged Revenues.  
Said pledge will constitute a lien on and security interest in such Adjusted Pledged Revenues, 
funds and accounts, and will attach, be perfected and be valid and binding from and after the date 
of the Pledge Agreement, without any physical delivery thereof or further act.  In the event that 
the deposits and withdrawals from the State Aid Revenues Account are not sufficient to make the 
School’s payments under the Lease, the Trustee will be entitled to collect and receive all of the 
Adjusted Pledged Revenues, and any Adjusted Pledged Revenues collected or received by the 
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School will be deemed to be held, and to have been collected or received, by the School as agent 
of the Trustee and will forthwith be paid by the School to the Trustee.

Pursuant to the Indenture, as and when received from the State Aid Revenues Account to 
the Revenue Fund, the Trustee will apply amounts deposited in the Revenue Fund to the payment 
of principal and interest on the Bonds, payment of any rebate required, replenishment of the 
Reserve Fund, funding the Capital Improvement Fund, payment of the fees and expenses of the 
Trustee, and payment of the fees of the Issuer and certain other monthly and annual expenses.
See Appendix I: “THE INDENTURE—The Revenue Fund.”

Pursuant to the Pledge Agreement, the School makes certain financial and operating 
covenants for the benefit of Bondholders.  See Appendix I: “THE LOAN AGREEMENT—
Covenants of the School.”

Upon the occurrence of any Event of Default under the Pledge Agreement, the Trustee 
will have, in addition to all other rights and remedies provided in the Pledge Agreement or by 
law, the rights and remedies of a secured party under the Minnesota Uniform Commercial Code, 
and the Trustee may appropriate (by set-off or otherwise) all amounts held in the Revenue Fund 
or otherwise under the Indenture and apply the same to the payment of amounts due under the 
Loan Agreement with respect to the Bonds in such order and manner as provided in the 
Indenture.

THE ESCROW AGREEMENT

The following is a summary of certain provisions of the Escrow Agreement and is 
qualified in its entirety by reference to the Escrow Agreement.  The definitions for all capitalized 
terms used herein not otherwise defined can be found in “APPENDIX I—DEFINITIONS OF 
CERTAIN TERMS AND SUMMARIES OF DOCUMENTS—DEFINITIONS” or in the Indenture, 
the Loan Agreement, or the Escrow Agreement, unless the context indicates otherwise.

The Escrow Agreement creates and provides for the investment of an Escrow Fund to be 
used to defease, redeem, and prepay the Prior Bonds.  On the Closing Date, the Trustee will 
disburse such funds to the Escrow Agent for deposit to the Escrow Fund, which will be applied, 
along with money on hand with the Prior Trustee pursuant to the terms of the Prior Indenture, to 
pay when due the principal of and interest on the Prior Bonds to and including _______ 1, 2014, 
and pay all of the outstanding principal amount of the Prior Bonds on _______ 1, 2014.

THE CONTINUING DISCLOSURE AGREEMENT

The following is a summary of certain provisions contained in the Continuing Disclosure 
Agreement (the “Continuing Disclosure Agreement”) and is qualified in its entirety by reference 
to the Continuing Disclosure Agreement.  The definitions for all capitalized terms used herein 
not otherwise defined can be found in the Indenture, the Loan Agreement or the Continuing 
Disclosure Agreement, unless the context indicates otherwise.

Section 1. Purpose of the Disclosure Agreement.  The Continuing Disclosure 
Agreement dated as of _______ 1, 2013 (the “Disclosure Agreement”), is being executed and 
delivered by the Company, the School, and the Trustee for the benefit of the holders and 
beneficial owners of the Securities in order to assist the Underwriter (defined herein) within the 
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meaning of the Rule (defined herein) in complying with the Rule.  The Disclosure Agreement 
constitutes the written undertaking required by the Rule.  The Company and the School 
acknowledge in the Disclosure Agreement that the Issuer has undertaken no responsibility with 
respect to any reports, notices or disclosures provided or required under the Disclosure
Agreement, and has no liability to any person including any Holder of the Bonds, for any such 
reports, notices or disclosures.

Section 2. Definitions.  In addition to the defined terms set forth in the Indenture, 
which apply to any capitalized term used in the Disclosure Agreement unless otherwise defined 
in this section, the following capitalized terms shall have the following meanings:

“Annual Report” will mean any annual report provided by the Company or the School 
pursuant to, and as described in, this Disclosure Agreement.

“Company’s Annual Report” means any annual report provided by the Company
pursuant to, and as described in, Sections 3 and 4 of this Disclosure Agreement.

“Company’s Audited Financial Statements” means the Company’s annual financial 
statements, prepared in accordance with generally accepted accounting principles (“GAAP”).

“Company’s Disclosure Representative” means the Chair of the Company or his/her 
designee or such other person as the Company shall designate in writing to the Trustee from time 
to time.

“Company’s Fiscal Year” means the fiscal year of the Company.

“EMMA” shall mean the Electronic Municipal Market Access system as described in 
1934 Act Release No.  59062 and maintained by the Municipal Securities Rulemaking Board for 
purposes of the Rule and further described in Section 4 hereof.

“Issuer” means the PCS Building Company, a body corporate and politic under the laws 
of the State of Minnesota.

“Listed Event” means any of the events listed in Section 5(a) of this Disclosure 
Agreement.  

“MSRB” will mean the Municipal Securities Rulemaking Board, c/o CDI Net, 1900 
Duke Street, Suite 600, Alexandria, VA  22314; Phone: (703) 797-6000; Fax: (703) 683-1930.

“Notice of Listed Event” will mean any notice provided by the Company pursuant to, and 
as described in, the section below entitled “Reporting of Listed Events.”

“Repository” shall mean the MSRB through EMMA or any other entity or system 
designated or authorized by the Securities and Exchange Commission to receive reports pursuant 
to the Rule.  

“Rule” will mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange 
Commission under the Securities Act of 1934, as the same may be amended from time to time.

“School’s Annual Report” means any annual report provided by the School pursuant to, 
and as described in, Sections 3 and 4 of this Disclosure Agreement.
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“School’s Audited Financial Statements” means the School’s annual financial statements, 
prepared in accordance with GAAP.

“School’s Fiscal Year” means the fiscal year of the School.

“SEC” means the Securities and Exchange Commission.

“Underwriter” means Dougherty & Company LLC and its successors and assigns.

Section 3. Provision of Annual Financial Information and Audited Financial 
Statements.

The Company shall, or shall cause the Trustee to, not later than one hundred fifty (150) 
days after the end of the Company’s Fiscal Year commencing with the year that ends _______
30, 2013, provide each Repository with the Company’s Annual Report which is consistent with 
the requirements of Section 4 of this Disclosure Agreement.  The School shall, or shall cause the 
Trustee to, not later than one hundred fifty (150) days after the end of the School’s Fiscal Year 
commencing with the year that ends _______ 30, 2013, provide each Repository with the 
School’s Annual Report which is consistent with the requirements of Section 4 of this Disclosure 
Agreement.  If the Trustee is to provide any such Annual Report to each Repository, not later 
than fifteen (15) Business Days prior to said date, the Company and the School shall provide 
their respective Annual Report to the Trustee.  The Company and the School shall provide a 
written certification with the Annual Reports furnished to the Trustee to the effect that such 
Annual Reports constitute the Annual Reports required to be furnished by the Company and the 
School hereunder.  The Annual Reports may each be submitted as a single document or as 
separate documents comprising a package, and may cross-reference other information as 
provided in Section 4 of this Disclosure Agreement; provided that the Company’s Audited 
Financial Statements may be submitted separately from the balance of the Company’s Annual 
Report and the School’s Audited Financial Statements may be submitted separately as the 
School’s Annual Report.  The Trustee’s obligation to deliver the information at the times and 
with the contents described above shall be limited to the extent the Company and the School 
have provided such information to the Trustee as required hereby.

If by fifteen (15) Business Days prior to the date specified in the provision above for 
providing the Annual Report to each Repository, the Trustee has not received a copy of the 
Annual Report, the Trustee shall contact the Company and the School, as appropriate, to inquire 
if the Company and the School are in compliance with subsection (a).

If the Company and the School, as appropriate, do not provide a written certification to 
the Trustee to the effect that an Annual Report has been provided to the Repositories by the date 
required in subsection (a), the Trustee shall send a notice to each Repository in substantially the 
form attached as Exhibit A.

The Trustee shall to the extent the Company and the School have provided the Annual 
Report to the Trustee, file a report with the Company and the School certifying that the 
information represented to the Trustee by the Company and the School as the Annual Report has 
been provided pursuant to this Disclosure Agreement, stating the date it was provided, and listing 
all the Repositories to which it was provided.
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The Company’s and the School’s Annual Report shall contain or incorporate by reference 
the following:

(i) The Company’s and the School’s Audited Financial Statements for the prior 
Company’s Fiscal Year, containing balance sheets as of the end of such 
Company’s and the School’s Fiscal Year and a statement of operations,
changes in fund balance and cash flows for Company’s Fiscal Year then 
ended, audited by a certified public accountant retained by the Company 
and the School; and

(ii) A summary report for the prior Company’s and the School’s Fiscal Year 
which includes information consistent with the information relating to the Company and 
the School in the Official Statement under the headings “THE COMPANY,” “THE 
CHARTER SCHOOL,” and “THE PROJECT,” and in Appendix A.

The Disclosure Agreement also requires the Company, the Company and the School to 
give, or cause to be given, notice of the occurrence of any of the following events with respect to 
the Bonds not later than ten (10) business days after the occurrence of the event:

(1) Principal and interest payment delinquencies;

(2) Non-payment related defaults, if material;

(3) Unscheduled draws on debt service reserves reflecting financial 
difficulties;

(4) Unscheduled draws on credit enhancements reflecting financial 
difficulties;

(5) Substitution of credit or liquidity providers, or their failure to perform;

(6) Adverse tax opinions, the issuance by the Internal Revenue Service of 
proposed or final determinations of taxability, Notices of Proposed Issue 
(IRS Form 5701-TEB) or other material notices or determinations with 
respect to the tax-exempt status of the Bonds, or other material events 
affecting the tax-exempt status of the Bonds;

(7) Modification to rights of holders of the Securities;

(8) Securities calls (other than pursuant to mandatory sinking fund 
redemption), if material, and tender offers;

(9) Defeasances;

(10) Release, substitution or sale of property securing repayment of the 
Securities, if material; 

(11) Rating changes;

(12) Bankruptcy, insolvency, receivership or similar event of the Company;
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(13) The consummation of a merger, consolidation, or acquisition involving the 
Company or the sale of all or substantially all of the assets of the 
Company, other than in the ordinary course of business, the entry into a 
definitive agreement to undertake such an action or the termination of a 
definitive agreement relating to any such actions, other than pursuant to its 
terms, if material;

(14) Appointment of a successor or additional trustee or the change of name of 
a trustee, if material; and

(15) Changes or delays in the schedule of funding to charter schools from the 
State of Minnesota.  

The Trustee shall, within one (1) business day of obtaining actual knowledge of the 
occurrence of any of the Listed Events, contact the Disclosure Representative, inform such 
person of the event, and request that the Company or the School promptly notify the Trustee in 
writing whether or not to report the event.  For purposes of this Disclosure Agreement, “actual 
knowledge” of such Events shall mean knowledge by an officer of the Trustee at its Corporate 
Trust Office with responsibility for matters related to the Indenture.

Whenever the Company or the School obtains actual knowledge of the occurrence of a 
Listed Event, because of a notice from the Trustee pursuant to the Company or the School shall 
as soon as possible determine if such event is required to be reported pursuant to this Section 5.

If the Company or the School determines that such event is required to be reported 
pursuant to the Company or the School shall promptly notify the Trustee and the Significant 
Bondholders in writing.  Such notice shall instruct the Trustee to report the occurrence.

If, in response to a request, the Company or the School determines that the event is not 
required to be reported, the Company or the School shall so notify the Trustee and the 
Significant Bondholders in writing and instruct the Trustee not to report the occurrence.

If the Trustee has been instructed by the Company or the School to report the occurrence 
of a Listed Event, the Trustee shall file a notice of such occurrence with the MSRB, with a copy 
to the Significant Bondholders, the Company and the School.  

Filing Methods.  Any filing under the Disclosure Agreement shall be made by 
transmitting such filing to the MSRB, through EMMA, as provided at 
http://www.emma.msrb.org or any similar system that is acceptable to the United States 
Securities and Exchange Commission.

Termination of Reporting Obligations.  The obligations of the Company, the School and 
the Trustee under the Disclosure Agreement shall terminate upon the defeasance, prior 
redemption or payment in full of all the Bonds.

Default.  In the event of a failure of the Company, the School or the Trustee to comply 
with any provision of this Disclosure Agreement, the Significant Bondholders or any Holder of 
the Bonds may take such actions as may be necessary and appropriate, including seeking 
mandate or specific performance by court order, to cause the Company, the School or the Trustee 
to comply with its obligations under the Disclosure Agreement.  A default under this Disclosure 
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Agreement shall not be deemed an event of default with respect to the Bonds and the sole 
remedy under the Disclosure Agreement in the event of any failure of the Company, the School 
or the Trustee to comply with the Disclosure Agreement shall be an action to compel 
performance.
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APPENDIX F

FORMS OF BOND COUNSEL OPINIONS

$11,180,000*
Housing and Redevelopment Authority

of the City of Ramsey, Minnesota
Lease Revenue Refunding Bonds

(PACT CHARTER SCHOOL PROJECT)
Series 2013A

$_______*
Housing and Redevelopment Authority

of the City of Ramsey, Minnesota
Taxable Lease Revenue Refunding Bonds
(PACT CHARTER SCHOOL PROJECT)

Series 2013B

We have acted as Bond Counsel in connection with the issuance by the PCS Building 
Company, a body corporate and politic organized and existing under the laws of the State of 
Minnesota (the “Issuer”), of its Lease Revenue Refunding Bonds (PACT Charter School 
Project), Series 2013A (the “Series 2013A Bonds”), in the aggregate principal amount of 
$11,180,000*, and its Taxable Lease Revenue Refunding Bonds (PACT Charter School Project), 
Series 2013B (the “Series 2013B Bonds”), in the aggregate principal amount of $_______*.  The 
Series 2013A Bonds and the Series 2013B Bonds (collectively, the “Series 2013 Bonds”) and the 
Indenture (defined below) establish the terms of the Series 2013 Bonds, including the maturity 
dates, the principal amounts for each maturity date, the interest rate per annum for each maturity 
date, and the terms of mandatory and optional redemption prior to maturity.

In connection with the issuance of the Series 2013 Bonds, we have examined:  (i) a 
certified copy of the Resolution adopted by the Issuer on May 22, 2013, in connection with the 
issuance of the Series 2013 Bonds pursuant to and under the provisions of Minnesota Statutes, 
Sections 469.152-469.1655, as amended (the “Act”); (ii) an executed counterpart of an Indenture 
of Trust, dated as of _______ 1, 2013 (the “Indenture”), between the Issuer and Wells Fargo 
Bank, National Association (the “Trustee”); (iii) an executed counterpart of a Loan Agreement, 
dated as of _______ 1, 2013 (the “Loan Agreement”), between the Issuer and PCS Building 
Company, a Minnesota nonprofit corporation (the “Company”); (iv) an executed counterpart of a 
Tax Regulatory Agreement, dated as of _______ 1, 2013, between the Company, PACT Charter 
School, a Minnesota nonprofit corporation (the “School”), and the Trustee; (iv) an executed 
counterpart of a Escrow Agreement, dated as of _______ 1, 2013, between the Company, and the 
escrow agent; (v) forms of the Series 2013 Bonds; (vi) an opinion of even date herewith of John 
Cairns Law, P.A., Minneapolis, Minnesota, as counsel to the Company and the School; and (vii) 
such other documents as we deemed relevant and necessary in rendering this opinion.

As to questions of fact material to our opinion, we have relied upon certified proceedings, 
documents, and certificates furnished to us by public officials and officials of the Company, the 
School, the Trustee, and the Issuer, without undertaking to verify such facts by independent 
investigation.  We have relied upon the opinion of John Cairns Law, P.A., of even date herewith, 
to the effect that, among other things:  (i) the Company and the School are nonprofit corporations 
and organizations described in Section 501(c)(3) of the Internal Revenue Code of 1986, as 
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amended (the “Code”) and are exempt from federal income taxation under Section 501(a) of the 
Code; (ii) subject to the qualifications set forth in such opinion, the Loan Agreement and the Tax 
Regulatory Agreement have been duly authorized, executed, and delivered by the Company and 
the School and constitute valid and binding obligations of the Company and the School 
enforceable in accordance with their respective terms, and (iii) to the best of his knowledge after 
reasonable investigation consisting of interviews with officers of the Company and the School 
most likely to have relevant information as of the date hereof, no portion of the facilities to be 
financed with the proceeds of the Series 2013 Bonds is or will be used by the Company or the 
School in or for any unrelated trade or business of the Company or the School, as the case may 
be, determined by applying Section 513 of the Code.

Based upon such examinations, and assuming the authenticity of all documents submitted 
to us as originals, the conformity to original documents of all documents submitted to us as 
certified or photostatic copies, and the authenticity of the originals of such documents, and the 
accuracy of the statements of fact contained in such documents, and based upon present 
Minnesota and Federal laws (which excludes any pending legislation which may have a 
retroactive effect prior to the date hereof), regulations, rulings, and judicial or other decisions, it 
is our opinion that:

(1) The Issuer is a body corporate and politic organized and existing under the laws 
of the State of Minnesota and is authorized under the Act to issue the Series 2013 Bonds, to loan 
the proceeds thereof to the Company under the terms of the Loan Agreement to finance or 
refinance the acquisition, construction, and equipping of the Schoolhouse (as defined in the 
Indenture), and to pledge and grant to the Trustee a security interest in all of its right, title, and 
interest in the Loan Agreement (except for certain rights to payment of fees, indemnification, and 
reimbursement of expenses), including payments which are required to be made thereunder, and 
the other revenues and funds held pursuant to the Indenture.

(2) The Issuer has complied with all applicable provisions of the laws of the State of 
Minnesota, including the Act, and has full power and authority to execute and deliver the Series 
2013 Bonds, the Loan Agreement, the Indenture, and the other documents to which it is a party 
(collectively, the “Issuer Documents”), and to carry out the terms thereof.

(3) The Issuer Documents have been duly and validly authorized, executed, and 
delivered by the Issuer and, assuming due authorization and execution by the other parties 
thereto, are valid instruments legally binding on the Issuer and legally enforceable in accordance 
with their terms, except to the extent that enforceability of the indemnification provisions in the 
Loan Agreement is limited by state and federal securities laws.

(4) The Series 2013 Bonds have been duly and validly authorized, executed, and 
delivered by the Issuer, and are valid and binding special, limited obligations of the Issuer 
secured by and entitled to the benefits provided by the Indenture, enforceable in accordance with 
their terms and the terms of the Indenture.  The Series 2013 Bonds are not general or moral 
obligations or indebtedness of the Issuer within the meaning of any constitutional or statutory 
limitation and do not constitute or give rise to a pecuniary liability of the Issuer or a charge 
against its general credit or taxing powers, but are payable solely from revenues derived from the 
Loan Agreement and the other documents executed and delivered by the Company and 
documents executed and delivered by the School in connection with the issuance of the Series 
2013 Bonds.  By the Indenture, the Issuer has validly pledged and assigned to the Trustee and 
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granted to the Trustee a security interest in all of its rights and interest in the Loan Agreement 
(except for certain rights of the Issuer to payment of fees, indemnification, and reimbursement of 
expenses), including payments that the Loan Agreement requires the Company to make to the 
Issuer in amounts and at times sufficient to pay the principal of, premium, if any, and interest on 
the Series 2013 Bonds as the same become due and payable; provided, however, we express no 
opinion as to the priority of such pledge, assignment, and security interest, or its effect against 
third parties.

(5) Based on federal and Minnesota laws, as presently enacted and construed, interest 
on the Series 2013A Bonds is excluded from gross income for federal income tax purposes and is 
excluded, to the same extent, from taxable net income of individuals, estates, and trusts for State 
of Minnesota income tax purposes.  Interest on the Series 2013A Bonds is included in taxable 
income of corporations and financial institutions for purposes of the Minnesota franchise tax.  
Interest on the Series 2013A Bonds is not an item of tax preference for purposes of the federal 
alternative minimum tax imposed on individuals and corporations and the Minnesota alternative 
minimum tax applicable to individuals, estates, and trusts.  However, interest on the Series 
2013A Bonds is included in the adjusted current earnings of certain corporations for the purposes 
of the federal alternative minimum taxes imposed on corporations.  The opinion set forth in this 
paragraph is subject to the condition that the Company and the School comply with all 
requirements of the Code that must be satisfied subsequent to the issuance of the Series 2013A 
Bonds in order that interest thereon be (or continue to be) excluded from gross income for 
federal income tax purposes.  Failure to comply with such requirements could cause the interest 
on the Series 2013A Bonds to be so included in gross and net taxable income retroactive to the 
date of issuance of the Series 2013A Bonds.  The Company and the School have covenanted to 
comply with such requirements.  We express no opinion regarding other federal or state tax 
consequences arising with respect to ownership of the Series 2013A Bonds or caused by the 
receipt or accrual of interest thereon.

(6) Interest on the Series 2013B Bonds is included in gross income for federal income 
tax purposes and is included in taxable net income of individuals, estates, and trusts for State of 
Minnesota income tax purposes.

It is understood that the rights of the owners of the Series 2013 Bonds and the 
enforceability of the Series 2013 Bonds, the Indenture, and the Loan Agreement may be subject 
to bankruptcy, insolvency, reorganization, moratorium, and other similar laws affecting 
creditors’ rights heretofore or hereafter enacted to the extent constitutionally applicable and that 
their enforcement may also be subject to the exercise of judicial discretion in appropriate cases.

This opinion is given as of the date hereof and we assume no obligation to revise or 
supplement this opinion to reflect any facts or circumstances that may hereafter come to our 
attention or any changes in law or facts that may hereafter occur.

Dated at Ramsey, Minnesota, _______ 26, 2013.
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