
3. BONDS PAYABLE 
  

 Bonds payable at June 30, 2008 and 2007 consisted of the following: 
  2008  2007 

Ohio Higher Educational Facility Commission       

Revenue Bonds dated February 1, 1999, maturing annually on 
October 1, 2008 through 2029 in amounts ranging from $2,550 to 
$3,560, with interest ranging from 4.0% to 5.25%, plus bond 
premium of $198 and $231 at June 30, 2008 and 2007, respectively. 

  

 

$

 

 

    27,278 

  

 

$ 

 

   29,761 

Revenue Bonds dated September 1, 2003, maturing in part on 
October 1, 2024 ($18,155) and in part on October 1, 2033 
($21,845), with interest ranging from 5.0% to 5.125%, less net bond 
discount of $127 and $134 at June 30, 2008 and 2007, respectively. 

 
 

 

 

 

 

 

  39,873 

   

   
39,866 

Variable-rate Revenue Bonds dated December 1, 2005, maturing 
annually on October 1, 2008 through 2029 in amounts ranging from 
$120 to $10,240. 

   

  49,890 

   

   50,005 

Variable-rate Revenue Bonds dated January 1, 2006, maturing in 
part on October 1, 2010 through 2035 in amounts ranging from 
$560 to $1,525. 

   

  25,170 

   

   25,170 

Variable-rate Revenue Bonds dated April 18, 2008, maturing in part 
on October 1, 2023 through 2048 in amounts ranging from $965 to 
$2,295. 

  

 40,000 

  

        - 

      Total Bonds Payable, Net  $   182,211  $  144,802 

 
 In February 1999, the Ohio Higher Educational Facility Commission (the Commission) issued Higher 
Educational Facility Revenue Bonds on behalf of the College in the original principal amount of $78,875 plus a bond 
premium of $980.  A portion of these bonds was used for an advanced legal defeasance of the remaining Variable 
Rate Demand Revenue Bonds dated December 1985 and a portion of the outstanding Revenue Bonds dated June 
1993.  The remaining funds were used to construct a new science center and other academic facilities.  Bonds with a 
par value of $46,990 were legally defeased with the December 2005 bond offering. 
 
 In September 2003, the Ohio Higher Educational Facility Commission (the Commission) issued Higher 
Educational Facility Revenue Bonds on behalf of the College in the original principal amount of $40,000 less a net 
bond discount of $157.  A portion of these bonds was used to refund the outstanding principal of the June 1993 
Revenue Bonds. The remaining funds are being used to finance the purchase, renovation and construction of 
dormitories and academic buildings and to finance the acquisition and installation of a new phone system.  The 
College has entered into a lease agreement with the Commission on the properties financed with proceeds of the 
bonds.  Payments due under the lease agreement represent the principal and interest due on the bonds. 
 
 In December 2005, the Ohio Higher Educational Facility Commission (the Commission) issued Higher 
Educational Facility Revenue Bonds on behalf of the College in the original principal amount of $50,115.   These 
bonds were used to refund $46,990 of the outstanding principal of the February 1999 Revenue Bonds. The College 
has entered into a lease agreement with the Commission on the properties financed with proceeds of the bonds.  
Payments due under the lease agreement represent the principal and interest due on the bonds.  As a result of the 
partial defeasance of the 1999 bonds, certain items (such as issuance costs, bond premium, etc.) associated with the 
defeased portion of the 1999 bonds were written-off and were reflected in the statement of activities.    
 
 In January 2006, the Ohio Higher Educational Facility Commission (the Commission) issued Higher 
Educational Facility Revenue Bonds on behalf of the College in the original principal amount of $25,170.  These 
bonds are being used to finance the purchase, renovation and construction of dormitories, academic buildings, 
including a new conservatory building, a new track and soccer field, and to finance the purchase of new central 
heating plant equipment and a new art museum HVAC system.  The College has entered into a lease agreement with 
the Commission on the properties financed with proceeds of the bonds.  Payments due under the lease agreement 
represent the principal and interest due on the bonds. 
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In April 2008, the Ohio Higher Educational Facility Commission (the Commission) issued Higher Educational 
Facility Revenue Bonds on behalf of the College in the original principal amount of $40,000.  These bonds are being 
used to finance the renovation of existing dormitories and academic buildings, and construction of new student 
housing.  The College has entered into a lease agreement with the Commission on the properties financed with 
proceeds of the bonds.  Payments due under the lease agreement represent the principal and interest due on the 
bonds. 
 
Future principal payments on the College's outstanding bonds at June 30, 2008 are as follows: 
 

2008-09 $ 2,670 
2009-10  2,775 
2010-11  3,445 
2011-12  3,615 
2012-13  3,805 
Thereafter    165,830 
 $   182,140 

 
 The estimated fair market value of all outstanding long-term obligations at June 30, 2008 is $182,621. 
 
 
4. INTEREST RATE SWAP ARRANGEMENTS 
 
 The College entered into an interest rate swap arrangement with an initial notional amount of $71,885, effective 
December 2, 2005, and terminating October 1, 2033.  Under the terms of this basis swap arrangement, the College 
receives semi-annual interest payments based on 68% of the 3-month London Interbank Offered Rate (“LIBOR”) 
plus 45.2 basis points (0.452%), and makes semi-annual interest payments based on 100% of the variable Bond 
Market Association Municipal Swap Index interest rate.  The notional amount of the swap arrangement, which 
amortizes to zero concurrent with the amortization of the 1999 and 2003 bonds, was $67,080 and $69,530 at June 30, 
2008 and 2007, respectively.  The net settlement amount earned under this swap arrangement was $286 and $363 for 
the years ended June 30, 2008 and 2007, respectively, and is included in operating income in the statements of 
activities. 
 
 The College entered into an interest rate swap arrangement on its 2005 bonds with an initial notional amount of 
$50,115, effective December 14, 2005, and terminating October 1, 2029.  Under the terms of this swap arrangement, 
the College receives monthly interest payments based on 68% of 3-month LIBOR, and makes monthly interest 
payments at a fixed interest rate of 3.632%.  The notional amount of the swap arrangement, which amortizes over the 
term of the 2005 bonds, was $49,890 and $50,005 at June 30, 2008 and 2007, respectively.  The net settlement 
amount expensed was $379 for the year ended June 30, 2008 and the net settlement amount earned under this swap 
arrangement was $39 for the year ended June 30, 2007.  These amounts are included in operating income and 
expense in the statements of activities. 
 
 The College entered into an interest rate swap arrangement on its 2006 bonds with an initial notional amount of 
$25,170, effective October 1, 2009, and terminating October 1, 2035.  Under the terms of this swap arrangement, the 
College will receive monthly interest payments based on 68% of 3-month LIBOR, and will make monthly interest 
payments at a fixed interest rate of 3.701%.  The notional amount of the swap arrangement will amortize over the 
term of the 2006 bonds. 
 
 The College initially entered into an interest rate swap arrangement in October 2007 with an initial notional 
amount of $77,870, terminating October 1, 2048.  This interest rate swap arrangement was amended and restated to 
$40,000, matching the 2008 bond issuance, effective April 18, 2008.  Under the terms of this amended swap 
arrangement, the College will receive monthly interest payments based on 68% of 3-month LIBOR, and will make 
monthly interest payments at a fixed interest rate of 3.565%.  The notional amount of the swap arrangement will 
amortize over the term of the 2008 bonds.  The net settlement amount expensed was $138 for the year ended June 30, 
2008, and is included in construction in progress. 
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 The fair value of interest swap arrangements is the estimated amount that the College would receive (or would 
be required to pay) to terminate these contracts as of the fiscal year end.  The estimated cumulative fair value gain is 
included in long-term investments in the statement of financial position.  The estimated cumulative fair value (loss) is 
included within other non-current liabilities in the statement of financial position.  Changes in the fair value of these 
contracts are recorded as other non-operating items in the statement of activities.  The fair value of these 
arrangements at June 30 is as follows: 

  2008  2007 

Interest rate swap arrangement effective December 1, 2005, maturing on 
October 1, 2033 with an initial notional amount of $71,885.   

 

$        401  $     1,343 

Interest rate swap arrangement effective December 14, 2005, maturing 
on October 1, 2029 with an initial notional amount of $50,115.   

 
 

 
(1,807) 

  
  1,719 

Interest rate swap arrangement effective October 1, 2009, maturing on 
October 1, 2035 with an initial notional amount of $25,170.   

  
   (622) 

  
    594

 

Interest rate swap arrangement effective April 18, 2008, maturing on 
October 1, 2048 with an initial notional amount of $40,000.   

  
(1,460) 

  
       - 

Total Fair Market Value of Interest Rate Swap Arrangements  $ (3,488) 
 

$ 3,656 
 
 
5. PLEDGES RECEIVABLE AND BEQUESTS IN PROBATE 
 

Unconditional promises to give are included in the financial statements as pledges receivable and bequests in 
probate, and as revenue within the appropriate net asset category.  Certain promises to give are recorded after 
discounting to the present value of the future cash flows. 
 

Unconditional promises to give are expected to be realized in the following periods: 
 

 2008  2007 
In one year or less $  8,085  $    2,917 
Between one year and five years  10,711      7,024 
Greater than five years   6,942      6,413 
Less discount     (5,811)    (5,565) 
 $   19,927  $  10,789 

 
 
6. POSTRETIREMENT BENEFITS 
 
 The College sponsors an unfunded defined benefit postretirement health care plan that covers substantially all 
regular status employees.  During fiscal year 1996 the plan's eligibility requirement was amended from the 
attainment of age 62 and no years of service to requiring 20 years of service after attaining age 42 to receive the 
maximum College contribution.  All eligible employees age 42 or older were credited with 10 years of service as of 
June 30, 1996.  The amendment also included a cap on medical benefits limiting the College subsidy of the health 
care plan to two times the 1995-96 contribution level.  The cap is effective for all retirees retiring after June 30, 
1996.  These changes reduced the Accumulated Postretirement Benefit Obligation from $14,378 to $7,714.  
Accounting rules require the unrecognized excess prior service cost of $6,509 to be amortized over 14.3 years, the 
average remaining service period for current employees at June 30, 1996.  The plan pays stated percentages of most 
necessary medical expenses incurred by retirees, after subtracting payments by Medicare or other providers and after 
a stated deductible has been met.  Employees hired after June 30, 1996 become eligible to participate in the plan if 
they retire from the College after reaching age 52, with 10 years of service.  The plan is contributory, with retiree 
contributions adjusted annually.  The accounting for the plan anticipates future cost-sharing changes to the written 
plan that are consistent with the College’s announced policy that annual minimum retiree contributions will be set at 
an amount equal to 33.3% of the College’s estimated cost before considering the contribution. 
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 For measurement purposes, a 10% annual rate of increase in the per capita cost of covered health care claims 
was assumed for 2008; the rate was assumed to decrease gradually to 5% by 2014 and remain at that level thereafter.  
The health care cost trend rate assumption has a significant effect on the amounts reported.  To illustrate, increasing 
the assumed health care cost trend rate by one percentage point in each year would increase the accumulated 
postretirement benefit obligation as of June 30, 2008 by $214.  The aggregate of the service and interest cost 
components of net postretirement health care cost for the year then ended would increase by $19.  The weighted-
average discount rate used in determining the accumulated postretirement benefit obligation was 7%. 
 
 During the year ended June 30, 2007, the College was required to adopt Statement of Financial Accounting 
Standards No. 158, “Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans.”  This 
Statement requires entities to recognize as a liability the accumulated postretirement benefit obligation for any 
postretirement benefit plans.  The College has a postretirement health benefit plan requiring such liability 
recognition.   However, the College had previously recognized this obligation and recorded a liability for both the 
accumulated postretirement benefit obligation and for the unrecognized excess prior service cost, net of 
unrecognized actuarial gain or loss. Thus, the implementation of the requirements of this statement had no impact on 
the College’s net assets. 
 
 The following table reconciles the plan’s funded status to the accrued postretirement health care cost liability as 
reflected on the statements of financial position as of June 30, 2008 and 2007: 
 
      Accumulated Postretirement Benefit Obligation 2008  2007 
 Retirees $   6,678  $  6,160 
 Other fully eligible participants   1,394    1,604 
 Other active participants   4,985    4,333 
               Accumulated postretirement benefit obligation 13,057   12,097 
 Unrecognized excess prior service cost   1,543     1,974 
 Unrecognized actuarial loss     (765)       (355) 
               Accrued postretirement health care cost liability $ 13,835  $ 13,716 

 
 In addition to its accumulated postretirement benefit obligation, the College also accrues its unrecognized excess 
prior service cost, net of unrecognized actuarial gain or loss.  Thus, at June 30, 2008 and 2007, a total liability for 
accrued postretirement health care cost of $13,835 and $13,716, respectively, is reflected in the College’s 
accompanying statement of financial position.  
 
 Net periodic postretirement health care cost for the years ended June 30, 2008 and 2007 included the following 
components: 

 
      Accumulated Postretirement Benefit Obligation 2008  2007 
 Service cost - benefits attributed to service during the period $   407     $  385   
 Interest cost on accumulated postretirement benefit obligation   814       811   
 Net amortization and deferral   (541)     (528) 
 Net (Gain) or Loss   -     - 
 Net periodic postretirement health care cost $  680   $  668 

 
 The estimated future benefit claims expected to be paid in each of the next ten fiscal years are: 
 
        Total           Medicare              Net 
                    Claims        Reimbursement         Claims        

2009      1,247 242 1,005 
2010      1,349 270 1,079 
2011      1,434 295 1,139 
2012      1,518 330 1,188 
2013      1,611 357 1,254 
2014-2018      9,007 2,336 6,671 

 
 Medicare reimbursements reflected above are based on the Medicare Prescription Drug, Improvement and 
Modernization Act of 2003 (the “Act”).  Recognition of the impact of the Act in the June 30, 2004 financial 
statements resulted in a decrease of the accumulated postretirement benefit obligation of $449 and a $60 reduction in 
the net periodic postretirement health care cost.  With retiree contributions of 33.3%, the College expects to 
contribute $670 toward expected net claims in fiscal 2009.  
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7. RETIREMENT PLAN 
  

The College has a contributory defined contribution retirement plan with the Teachers Insurance and Annuity 
Association – College Retirement Equities Fund. The College makes contributions based on a percentage of an 
eligible employee’s earnings.  Contributions for the years ended June 30, 2008 and 2007 were $6,686 and $6,435, 
respectively.  
 
 
8. NOTES PAYABLE 
  

The College had a $10,000 unsecured bank line of credit with interest at 30-day LIBOR plus 0.50% renewable 
on February 28, 2008.  This credit line was allowed to expire at the option of the College.  The balance outstanding 
on the line of credit at June 30, 2007 was $0. 
 
 
9. CONDITIONAL ASSET RETIREMENT OBLIGATION 
  

The College adopted Financial Accounting Standard Interpretation No. 47 (FIN47), Accounting for Conditional 
Asset Retirement Obligations, for its fiscal year ended June 30, 2006.  FIN 47 requires the College to recognize the 
costs associated with the retirement of assets, which primarily are for the future remediation and removal of asbestos 
from College-owned property.  Such costs are not material to the College, given the dates of construction for its 
buildings.  However, the College has recorded an accrual for these costs of approximately $2.1 and $2.0 million at 
June 30, 2008 and 2007, respectively, within other non-current liabilities on the statement of financial position. 

 
 

10. COMMITMENTS AND CONTINGENCIES 
  

At June 30, 2008, the College has outstanding commitments on various construction projects totaling 
approximately $22 million.  These projects are being funded primarily with the bond proceeds from the 2006 and 
2008 bonds and with donor contributions. 

 
The College is involved in litigation and is subject to certain claims that arise in the normal course of operations.  

In the opinion of management, the ultimate disposition of the litigation and claims will not have a material adverse 
effect on the College’s operations or financial position. 
 
 
11. SUBSEQUENT EVENT – COMMON FUND AND FINANCIAL MARKETS 
 

Effective September 29, 2008, Wachovia Bank, N.A., as Trustee of The Common Fund for Short Term 
Investments (the Short Term Fund), announced its decision to terminate and liquidate the Short Term Fund, and to 
freeze the on-hand balances of the customers of the Short Term Fund.  No additional contributions are being 
accepted by Wachovia.  Under the liquidation plan, customers in the Short Term Fund are able to withdraw balances 
based on their proportional interest in the Short Term Fund only as fund assets mature or are sold.  No losses are 
expected to be incurred by the College as a result of the liquidation, as fund assets below cost are not being sold.  On 
September 29, 2008, the College had approximately $11.2 million on deposit at Wachovia with The Common Fund 
(as compared to $3.5 million as of June 30, 2008).  As of November 18, 2008, the College has been able to withdraw 
57.5% of its balance, leaving $4.8 million on hand. 
 

Subsequent to year end, the investment and credit markets in the United States and around the world have 
experienced significant challenges related to liquidity, extension of credit and valuation.  The results of these 
challenges have significantly increased volatility in the trading prices of marketable securities.  As of October 31, 
2008, the major securities indices have on average declined more than 25% from their values at June 30, 2008.  In 
addition, as a result of illiquidity in the credit markets and down grading of many financial institutions and insurance 
companies, many variable rate demand bonds have failed to re-market or have re-marketed with significantly higher 
interest rates.   
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