
 
 
TO HOLDERS OF: 
 
 

GLADES CORRECTIONAL DEVELOPMENT CORPORATION  
FIRST MORTGAGE REVENUE BONDS 

(GLADES COUNTY DETENTION CENTER PROJECT), SERIES 2006 
CUSIP 376458AB1 7.375% DUE 3-1-2030 

 
Material Tax Event 

 
This Notice contains important information that is of interest to the registered and beneficial owners of 
the above-referenced Bonds.  Each registered holder of the Bonds should forward a copy of this Notice 
immediately to any beneficial owner(s) of the Bonds for whom the holder acts as nominee or in any other 
capacity. 

 
Please take notice of the following events relating to the above-referenced Bonds: 
 
 
UMB Bank, N.A., serves as successor trustee (the “Trustee”) under that Trust Indenture dated as 
of March 1, 2006 (the “Indenture”) under which the Glades Correctional Development 
Corporation (the “Issuer”) issued the above-referenced Bonds.  
 
 

RECEIPT OF IRS NOTICE OF PROPOSED ISSUE 
 

The Issuer has received from the Internal Revenue Service (“IRS”) a Notice of Proposed Issue 
on IRS Form 5701-B (“NOPI”), a copy of which is attached hereto.  The NOPI concludes that 
interest on the Bonds is not excludable from gross income under section 103 of the Internal 
Revenue Code, because the Bonds are taxable private activity bonds.  This is a preliminary 
determination, not a proposed adverse determination or a final determination.  
 
Previously the IRS had advised Trustee’s counsel that it was willing to close its examination of 
the Bonds with no change to the excludability of interest on the Bonds from gross income, 
provided the Issuer moved expeditiously to reissue the Bonds as taxable bonds, the interest on 
which would be taxable commencing with the reissuance.  The IRS has reaffirmed this 
willingness after issuing the NOPI, and indicated that it is willing to extend the deadline for a 
response to the NOPI.  Any such reissuance would be treated as an exchange of the Bonds for 
the new, taxable bonds for federal income tax purposes. 
 
 
As stated in the previous Notice issued by the Trustee on September 1, 2016, an Event of Default 
under Section 8.01 of the Indenture has occurred, and the occurrence of an Event of Default 
creates certain remedial rights and remedies in favor of the Trustee.  Under Section 8.04 of the 



Indenture, the owners of a majority in aggregate principal amount of the Bonds outstanding (the 
“Majority Holders”) have the right to direct the Trustee with regard to such rights and remedies, 
in accordance with provisions of the Indenture. 
 
The Majority Holders, the Trustee, and the Issuer have negotiated and approved the general 
terms for a restructuring of the Bonds that would result in the reissuance of the Bonds as taxable 
bonds, subject to court approval in a trust instruction proceeding.  A copy of the Proposed 
General Financial Terms for Refunded Glades County Detention Center Bonds is attached 
hereto.  The Trustee plans to proceed to initiate a trust instruction proceeding in the Hennepin 
County (Minnesota) District Court, which will require an additional notice to bondholders. 
 

CONTACT INFORMATION  
 

Bondholders who have questions about this Notice should contact the Trustee at the following 
address: 

UMB Bank, N.A. 
Corporate Trust Services 
120 South Sixth Street, #1400 
Minneapolis, MN 55402 
Attention:  Lorna Gleason 
Phone: (816) 213-4547 
Email: Lorna.Gleason@umb.com 

THE TRUSTEE MAY CONCLUDE THAT A SPECIFIC RESPONSE TO PARTICULAR 
INQUIRIES FROM INDIVIDUAL BONDHOLDERS IS NOT CONSISTENT WITH EQUAL 
AND FULL DISSEMINATION OF SIGNIFICANT INFORMATION TO ALL HOLDERS OF 
THE BONDS.  MOREOVER, THE MATTERS DISCUSSED IN THIS NOTICE AND ALL 
OTHER NOTICES ISSUED BY THE TRUSTEE ARE FOR INFORMATION PURPOSES, 
AND BONDHOLDERS SHOULD NOT RELY ON THE TRUSTEE AS THEIR SOLE 
SOURCE OF INFORMATION ABOUT MATTERS RELATED TO THE BONDS.  THE 
TRUSTEE MAKES NO RECOMMENDATIONS AND GIVES NO INVESTMENT ADVICE 
HEREIN OR AS TO THE BONDS, GENERALLY. 

February 13, 2017 UMB Bank, N.A., as Trustee 
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PROPOSED GENERAL FINANCIAL TERMS FOR REFUNDED GLADES COUNTY 
DETENTION CENTER BONDS 

 

1. The taxable new issue will consist of two series of Bonds with an aggregate balance of 
$35,352,000 with a maturity date of 2030.  This amount is derived by adding the following 
amounts: 
A)  The current balance of the Bonds of $28,800,000 
B)  The 5% premium of $1,440,000 required to be paid due to the Bonds being deemed taxable              
C)   The past due interest of $5,112,000 

The new issue will be split into a Series A and Series B. 

2. Series A will be approximately $23,040,000 and carry a 7% coupon.   Approximately $1,500,000 
of principal on the Series A Bonds will be stated to mature annually. 

3. Series B will be approximately $12,312,000, will have no interest accruing and will be paid 
annually from 100% of the excess cash flow, generally being Net Operating Income after the 
payment of all expenses and debt service on the Series A.  All such payments will reduce 
principal of the Series B. 

4. The DSRF will be funded from Net Operating Income up to its requirement of $3,000,000 on a 
schedule to be agreed upon. Currently, the DSR balance is approximately $2,330,000. 

5. The new Bonds will be secured by the same collateral as the existing Bonds.  The Indenture will 
contain most of the same provisions, and have the same requirements and covenants as the 
existing Indenture, except for the terms outlined above. 

 

The Proposed General Financial Terms are subject to further revision prior to closing.  
 


