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Report of Independent Auditor 
 
 

To the Board of Directors 
New College of Florida Development Corporation 
Sarasota, Florida 
 
 
Report on the Financial Statements 
We have audited the accompanying financial statements of New College of Florida Development Corporation 
(the “Development Corporation”), a component unit of New College of Florida, as of and for the years ended 
June 30, 2019 and 2018, and the related notes to the financial statements, as listed in the table of contents. 
 
Management's Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our 
audits in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
 
Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Development Corporation as of June 30, 2019 and 2018, and the changes in its financial position 
and its cash flows for the years then ended in accordance with accounting principles generally accepted in the 
United States of America. 
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Other Matter 
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis on pages 3 through 7 be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial 
statements in an appropriate operational, economic, or historical context. We have applied certain limited 
procedures to the management’s discussion and analysis in accordance with auditing standards generally 
accepted in the United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated August 12, 2019, on 
our consideration of the Development Corporation’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. 
The purpose of that report is solely to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
Development Corporation’s internal control over financial reporting or on compliance. That report is an integral 
part of an audit performed in accordance with Government Auditing Standards in considering the Development 
Corporation’s internal control over financial reporting and compliance. 
 
 

 
Tampa, Florida 
August 12, 2019 
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Overview of the Financial Statements and Financial Analysis 
 
This section of New College of Florida Development Corporation’s (the “Development Corporation”) annual 
financial report presents a discussion and analysis of the financial performance of the Development Corporation 
during the fiscal years ended June 30, 2019 and 2018.  It provides an analytical overview of the financial 
activities during the fiscal years ended June 30, 2019 and 2018, with the 2017 fiscal year data presented for 
comparative purposes. This discussion should be read in conjunction with the financial statements and related 
notes. Responsibility for the completeness and fairness of this information rests with the Development 
Corporation’s management. 
 
This annual report consists of a series of financial statements, prepared in accordance with the Governmental 
Accounting Standards Board (“GASB”) Statement No. 34, Basic Financial Statements and Management 
Discussion and Analysis for State and Local Governments and GASB Statement No. 35, Basic Financial 
Statements and Management Discussion and Analysis for Public Colleges and Universities, as amended.  The 
Development Corporation is considered a Business Type Activity (BTA) under the provision and reporting model 
of GASB Statements No. 34 and No. 35. 
 
Financial Highlights  
 
As a condition for the financing of the new dorms, New College of Florida (the “College”) entered into a ground 
lease with New College of Florida Property Corporation (the “Property Corporation”).  The College leases the 
respective project land on its campus to the Property Corporation, which assigned all of its interests in the lease 
to the Development Corporation. The property covered by the Master Ground Lease, together with 
improvements (i.e. student housing) thereon, is leased back by the College to manage and operate through the 
Master Operating Lease and Facilities Sublease and Management Agreement.  The master lease shall 
terminate on the date which the certificates and any related obligations are paid in full. Revenues from student 
housing are pledged to pay rent to the Development Corporation or its assignees equal to the debt service on 
the long-term debt, as well as any operating costs. 
 
The Housing complex is managed and operated by the College’s Department of Housing and Residence Life 
and consists of the following facilities: 
 

 A 79 bed dorm style student residential facility (Johnson Hall-opened 1965) 

 A 88 bed dorm style student residential facility (Bates Hall-opened 1965) 

 A 86 bed dorm style student residential facility (Rothenberg Hall-opened 1965) 

 A 74 bed apartment style student residential facility (Dort Hall-opened 1998) 

 A 74 bed apartment style student residential facility (Goldstein Hall-opened 1999) 

 A 41 bed dorm style student residential facility (B Dorm Hall-opened 1966) 

 A 203 bed apartment style student residential facility (V-Z Halls-opened 2007) 
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Statements of Net Position 
 
The statements of net position present the assets (current and noncurrent), deferred outflows of resources, 
liabilities (current and noncurrent), and net position (assets plus deferred outflows of resources minus liabilities) 
as of the end of the fiscal years.  These statements are prepared under the accrual basis of accounting, 
whereby revenues and assets are recognized when the service is provided and expenses and liabilities are 
recognized when goods or services are received, regardless of when cash is exchanged.  The purpose of the 
statements of net position is to present to the reader of the financial statements a fiscal snapshot of the 
Development Corporation at June 30, 2019 and 2018. 
 
From the data presented, readers of the statements of net position are able to determine the assets available to 
continue operations of the Development Corporation.  In addition, they are also able to determine how much the 
Development Corporation owes vendors and other parties. For 2019, 2018, and 2017 as noted below, the 
decrease in total assets is primarily due to the reduction in the investment in direct financing lease. The increase 
in current liabilities reflects an increase in the current portion of long-term debt payable. Noncurrent liabilities 
have decreased due to a decrease in long-term debt payable. The changes in total assets, deferred outflows of 
resources, and liabilities resulted in an overall decrease in net position of $2,493 from 2018 to 2019 and a 
decrease of $2,492 from 2017 to 2018.  Over time, the changes in net position provide an indication of the 
overall financial condition of the Development Corporation. The following is a condensed version of the 
statements of net position as of June 30, 2019, 2018, and 2017. 

 
Net Position of the Development Corporation 

 
2019 2018 2017

Current Assets 1,994,038$        2,003,966$        1,976,167$        

Noncurrent Assets 22,531,977        23,383,238        24,202,676        

Total Assets 24,526,015        25,387,204        26,178,843        

Deferred Outflows of Resources 1,329,696          1,118,424          2,209,315          

Current Liabilities 1,216,569          1,187,758          1,124,397          

Noncurrent Liabilities 24,347,921        25,024,156        26,967,555        

Total Liabilities 25,564,490        26,211,914        28,091,952        

Total Net Position, Restricted 291,221$           293,714$           296,206$           

Years Ended June 30,
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Statements of Revenues, Expenses, and Changes in Net Position 
 
Changes in net position of the Development Corporation, as presented on the statements of net position, are 
based on the activity presented in the statements of revenues, expenses, and changes in net position.  The 
purpose of the statements is to show the operating and non-operating revenues earned by the Development 
Corporation, the operating and non-operating expenses incurred by the Development Corporation, and any 
other revenues, expenses, gains, and losses earned or incurred by the Development Corporation.  Operating 
revenues represent rental income received from the College and operating expenses represent expenses paid 
for debt service on outstanding bonds payable.  Operating revenues during the 2019 fiscal year increased 8.0% 
over the 2018 level and increased 0.05% between 2018 and 2017.  The increase in operating expense was due 
to debt management professional services contracted during 2019 and 2018. The following is a condensed 
version of the changes in net position for the years ended June 30, 2019, 2018, and 2017. 
 

Change in Net Position of the Development Corporation 
 

2019 2018 2017

Operating Revenue 1,346,469$        1,246,199$        1,240,075$        

Operating Expense (1,346,469)         (1,246,199)         (1,240,075)         

Non-Operating Revenues 

and Expense (2,493)                (2,492)                (2,491)                

Change in Net Position (2,493)                (2,492)                (2,491)                

Net Position, Beginning of Year 293,714             296,206             298,697             

Net Position, End of Year 291,221$           293,714$           296,206$           

Years Ended June 30,

 
 
Statements of Cash Flows 
 
The statements of cash flows present detailed information about the cash activity of the Development 
Corporation during the fiscal years ended June 30, 2019 and 2018. The statements are divided into two parts.  
The first part deals with operating cash flows and shows the net cash used in the operating activities of the 
Development Corporation.  The second deals with cash flows from capital and related financing activities.  
 
The major source of funds included in operating activities is student residence net rental income received from 
the College and interest paid on debt.  The largest outflow of funds in the capital financing group includes 
principal and interest payments on debt.  The following includes condensed information from the statements of 
cash flows for the years ended June 30, 2019, 2018, and 2017. 
 

2019 2018 2017

Net Cash Provided by Operating Activities 2,163,746$        2,011,459$        2,005,576$        

Net Cash Used in Capital and Related

Financing Activities (2,163,746)         (2,011,459)         (2,005,576)         

Years Ended June 30,
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Capital Assets and Debt Administration 
 
The Development Corporation issued Series 2006 Certificates of Participation (“COPS”) in the amount of 
$30,110,000 during April 2006.  The COPS are to be repaid from housing system revenues of the College.  At 
June 30, 2019 and 2018, the total amount of debt to be repaid was $23,950,000 and $24,805,000, respectively.  
The COPS are presented net of the unamortized discount in the statements of net position. 
 
In order to hedge its interest rate risk on the variable rate debt, the Development Corporation entered into 
an interest rate swap agreement, which effectively fixed the interest for a ten-year period which was due to 
expire July 1, 2016.  The swap agreement was amended in 2016 order to match the original terms of the debt 
as noted below. 
 
Due to the increased cost of renewing the Letter of Credit secured by SunTrust Bank, the Development 
Corporation requested and received proposals for alternative options to restructure the Series 2006 COPS from 
qualified financial institutions.  The proposal submitted by SunTrust Bank to purchase and hold the Series 2006 
Certificates for its own account for a period of at least ten years, presented the most favorable terms.  In order 
to remarket the original Series 2006 COPS to SunTrust Bank, it was necessary to amend and restate the Series 
2006 Supplemental Trust agreement and the Series 2006 Lease to provide for the direct purchase of the Series 
2006 COPS by SunTrust Bank.  The Series 2006 COPS were remarketed on April 9, 2012 as a non-bank 
qualified tax exempt variable facility with an interest rate equal to 77% of the sum of the 30-day LIBOR index 
plus 185 basis points.  The amended swap agreement is for a ten-year period, which expires in April of 2022.  
The swap provides an effectively fixed rate as follows: 77% of the 30-day LIBOR is fixed at 3.30%, plus 77% 
of 1.85% equaling 1.4245%. The sum of these two components provided a total effective fixed interest rate 
of 4.7245%. 
 
With the enactment of the Federal Tax Cuts and Jobs Act, the Development Corporation’s tax exempt variable 
facility does not have the same value as it did prior to this act due to the corporate maximum tax rate being 
reduced to 21% from 35%.  As such, SunTrust Bank has adjusted the interest rate on the loan, effective April 1, 
2018, to be 93.584% of the 30-day LIBOR plus 1.85% equaling 1.7313%. The sum of these two component 
provides a total effective fixed interest of 5.0313%. 
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Factors Impacting Future Periods 
 
The most significant factor in the Development Corporation’s economic position relates to the College’s ability to 
recruit and retain high quality students to live in the student resident facilities.  Being able to maintain a high 
occupancy rate (96% or higher) is critical for the housing operations to be able to fully cover the annual debt 
costs. 
 
Outlined below are the student residence facilities’ annual average occupancy statistics for the past ten years.  
In nine of the ten years the occupancy rate exceeded the 96% target. 
 

Enrolled Average Number
Year Ended Students Housing  of Students Occupancy 
June 30, (Fall Semester) Capacity Living in Housing Rate

2010 826 636 637 100%
2011 800 636 597 94%
2012 845 636 648 102%
2013 832 629 607 97%
2014 794 629 607 97%
2015 835 629 634 101%
2016 863 638 638 100%
2017 861 638 637 99%
2018 836 638 657 103%
2019 807 638 621 97%

.  
 

Requests for Information 
 
This financial report is designed to provide a general overview of the New College of Florida Development 
Corporation’s finances for all those with an interest.  Questions concerning any of the information provided in 
this report or requests for additional financial information should be addressed to the Development Corporation 
at 5800 Bayshore Road, Sarasota, Florida 34243. 
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2019 2018

ASSETS

Current Assets:

Cash -$                       -$                       

Due from New College of Florida 326,570             332,758             

Investment in direct financing lease - current portion 1,667,468          1,671,208          

Total Current Assets 1,994,038          2,003,966          

Noncurrent Assets:

Investment in direct financing lease - noncurrent portion 20,245,413        20,876,674        

Due from New College of Florida 2,286,564          2,506,564          

Total Noncurrent Assets 22,531,977        23,383,238        

Total Assets 24,526,015$      25,387,204$      

Deferred Outflows of Resources:

Accumulated decrease in fair value of derivative instruments 1,329,696$        1,118,424$        

Total Deferred Outflows of Resources 1,329,696$        1,118,424$        

LIABILITIES AND NET POSITION

Current Liabilities:

Accrued interest payable 326,569$           332,758$           

Current portion of long-term debt 890,000             855,000             

Total Current Liabilities 1,216,569          1,187,758          

Noncurrent Liabilities:

Long-term debt, net of unamortized discount 23,018,225        23,905,732        

Derivative instruments - interest rate swap 1,329,696          1,118,424          

Total Noncurrent Liabilities 24,347,921        25,024,156        

Total Liabilities 25,564,490$      26,211,914$      

Net Position:

Restricted 291,221$           293,714$           

Total Net Position 291,221$           293,714$           

Business‐Type Activities
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2019 2018

Operating Revenues:

Net lease income from New College 1,346,469$        1,246,199$        

Total Operating Revenues 1,346,469          1,246,199          

Operating Expenses:

Debt service 1,302,557          1,219,820          

Other expenses 43,912               26,379               

Total Operating Expenses 1,346,469          1,246,199          

Operating income -                         -                         

Non-Operating Expense:

Amortization of bond discount 2,493                 2,492                 

Total Non-Operating Expense 2,493                 2,492                 

Change in net position (2,493)                (2,492)                

Total net position, beginning of year 293,714             296,206             

Total net position, end of year 291,221$           293,714$           

Business‐Type Activities
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2019 2018

Cash flows from operating activities:

Income from housing operations 2,207,658$        2,037,838$        

Payments for goods and services (43,912)              (26,379)              

Net cash provided by operating activities 2,163,746          2,011,459          

Cash flows from capital and related financing activities:

Interest paid on debt (1,308,746)         (1,191,459)         

Principal payments on debt (855,000)            (820,000)            

Net cash used in capital and related financing activities (2,163,746)         (2,011,459)         

Net change in cash -                         -                         

Cash, beginning of year -                         -                         

Cash, end of year -$                       -$                       

Reconciliation of operating cash flows to operating income:

Operating income -$                       -$                       

Adjustments to reconcile operating income to net cash

from operating activities:

Interest paid on debt 1,308,746          1,191,459          

Amortization of direct financing lease 635,001             604,999             

Change in cash resulting from

  changes in operating assets and liabilities:

    Due from New College of Florida 226,188             186,640             

    Accrued interest payable (6,189)                28,361               

Net cash provided by operating activities 2,163,746$        2,011,459$        

Noncash financing activities:

Change in value in derivative instruments (211,272)$          1,090,891$        

Business‐Type Activities

 
 
 



NEW COLLEGE OF FLORIDA DEVELOPMENT CORPORATION 
NOTES TO THE FINANCIAL STATEMENTS 
 
JUNE 30, 2019 AND 2018 
 

 

 11 

Note 1—Summary of significant accounting policies 
 
Nature of Organization – On November 4, 2005, the New College of Florida Board of Trustees approved the 
creation of New College of Florida Development Corporation (the “Development Corporation”) as a direct 
support organization and component unit of New College of Florida (the “College”).  The Development 
Corporation was incorporated on November 4, 2005 as a Florida not-for-profit corporation under the provisions 
of Florida Statutes, Chapter 617, and as a direct support organization of the College as defined by Florida 
Statutes 1004.28. Operations of the Development Corporation began April 7, 2006. The Development 
Corporation was established to provide aid in the form of money and other forms of property and services to the 
College.  The Development Corporation also has the authority to issue revenue bonds, certificates of 
participation, or other forms of indebtedness upon the approval of the College’s Board of Trustees, as well as to 
enter into agreements to finance, design, construct, lease, lease-purchase, and purchase and/or operate 
facilities necessary and desirable to serve the needs and purposes of the College. 
 
Specifically, the operations of the Development Corporation consist of contracting for the design and 
construction of student residential housing and the issuance of bonded debt to finance such construction. As 
such, the Development Corporation supervises and accounts for the respective construction. With the 
completion of the student residential housing, the Development Corporation transferred the values of the 
completed buildings to the College to operate in return for a direct financing lease (“Master Operating Lease”). 
Accordingly, the College leases the respective facility from the Development Corporation in an amount equal to 
the net rental proceeds. These net rental proceeds are then used to service the outstanding debt and pay for 
the operating costs of the Development Corporation. The Development Corporation issued Certificates of 
Participation, Series 2006 (“COPS”) in the amount of $30,110,000 during the year ended June 30, 2006 and 
were remarketed on April 14, 2012. The proceeds were used to pay for construction and renovation of student 
residences as well as to service the related debt and to refinance certain outstanding obligations of the College. 
 
The governing body of the Development Corporation is its Board of Directors (the “Board”). The Board is 
composed of at least five (5) but no more than seven (7) Directors. The Development Corporation is managed, 
supervised, and controlled by its Board subject to applicable law and the powers and duties reserved to the 
New College Board of Trustees and the President of the College. 
 
Reporting Entity – Based on the application of the criteria described in the Governmental Accounting Standard 
Board (“GASB”) Codification of Governmental Accounting and Financial Reporting standards, the Development 
Corporation is included within the financial statements of the College as a blended component unit for the years 
ended June 30, 2019 and 2018.  
 
Basis of Presentation – The Development Corporation adheres to the pronouncements issued by GASB. 
Accordingly, the statements of net position, statements of revenues, expenses, and changes in net position, the 
statements of cash flows, and the related notes to the financial statements follow the pronouncements issued 
by GASB. 
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Note 1—Summary of significant accounting policies (continued) 
 
GASB has established standards for external financial reporting which includes a statement of net position, a 
statement of revenues, expenses and changes in net position, and a statement of cash flows using the direct 
method. GASB also includes a requirement that management provide a discussion and analysis of the basic 
financial statements and it requires the classification of net position into three components: net investment in 
capital assets; restricted; and unrestricted. These classifications are defined as follows: 

 
 Net investment in capital assets consists of capital assets, net of accumulated depreciation, reduced by 

the outstanding balances of any debt that is attributable to those assets. Deferred outflows of resources 
and deferred inflows of resources that are attributable to the acquisition, construction, or improvement 
of capital assets are also included in this component of net position.  The Development Corporation 
holds no capital assets after they are placed in service. Therefore, there is no balance in the 
classification net investment in capital assets at June 30, 2019 and 2018. 

 
 The restricted component of net position consists of restricted assets reduced by liabilities and deferred 

inflows of resources related to those assets.  Restricted assets consist of those that have external 
constraints placed upon their uses which are imposed by donors, creditors (such as through debt 
covenants), or through laws, regulations, constitutional provisions, or enabling legislation, reduced by 
any liabilities to be paid from these assets. 
 

 The unrestricted component of net position is the net amount of the assets, deferred outflows of 
resources, liabilities, and deferred inflows of resources that are not included in the determination of net 
investment in capital assets or the restricted component of net position. 

 
Basis of Accounting – Basis of accounting refers to when the effect of transactions or events should be 
recognized for financial reporting purposes. It relates to the timing of the measurements made, regardless of the 
measurement focus applied. The statements of net position and the statements of revenues, expenses, and 
changes in net position of the Development Corporation are presented using the economic resources 
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and expenses 
are recorded at the time liabilities are incurred, regardless of when the related cash flows take place. 
 
The statements of net position are presented in a classified format to distinguish between current and long-term 
assets and liabilities. The statements of revenues, expenses, and changes in net position are presented by 
major sources. Operating revenues include rental income from the College and operating expenses include 
interest costs on debt and other professional expenses.  The statements of cash flows are presented using the 
direct method and are in compliance with the requirement of GASB.   
 
Restricted Assets/Net Position – Restricted assets are reserved for the construction projects and purpose of the 
Development Corporation by the bondholder. 
 
Direct Financing Lease – The direct financing lease is recorded by the Development Corporation at the 
capitalized amount of the completed student residences and renovation projects, which approximates the sum 
of the minimum lease payments per the Master Operating Lease.  
 
Interest costs incurred on borrowed funds during the period of construction of capital assets are capitalized as a 
component of the cost of those assets in accordance with U.S. generally accepted accounting principles 
(“U.S. GAAP”). There was no interest capitalized for the years ended June 30, 2019 and 2018. For the years 
ended June 30, 2019 and 2018, no depreciation expense was recorded as the Development Corporation held 
no assets used in its operations. 
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Note 1—Summary of significant accounting policies (continued) 
 
Deferred Outflows of Resources – The statements of net position include a separate section for deferred 
outflows of resources.  This represents a consumption of net position that applies to future period(s) and so will 
not be recognized as an outflow of resources (expense) until then. One item qualifies for reporting in this 
category. The deferred outflow of resources represents the fair value of the Development Corporation’s interest 
in an interest rate swap which qualifies as a hedging derivative with a negative fair value (see Note 5 for 
additional information related to the swap).  
 
Income Taxes – The Development Corporation is exempt from federal income taxes under Section 501(c)(3) of 
the Internal Revenue Code (the “Code”) and is organized exclusively for scientific, educational, and charitable 
purposes. The Development Corporation is not classified as a private foundation within the meaning of Section 
509(a) of the Code but is a corporation described under Section 509(a)(3).  The Code provides for taxation of 
unrelated business income under certain circumstances. 
 
Use of Estimates – The preparation of financial statements in conformity with U.S. GAAP requires management 
to make estimates and assumptions that affect the reported amounts of assets, deferred outflow of resources, 
liabilities, and disclosures of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reporting period.  Actual results could differ from those 
estimates. 
 
Restricted Resources – When both restricted and unrestricted resources are available for use, it is the 
Development Corporation’s policy to use restricted resources first, then unrestricted resources as they are 
needed.  
 
Due from the College – The amount due from the College represents the amount transferred to escrow on 
behalf of the College to refund the 1996B and 1998 bonds as outlined in the COPS, Series 2006.  The amount 
due from the College is being repaid at the same rate that the outstanding amount of principal on the COPS is 
being repaid. 
 
Long-term Debt – Long-term debt includes principal amounts of the COPS issued, which are reported net of the 
unamortized discount.  The unamortized discount is being amortized over the life of the COPS using the 
straight-line method. 
 
Interest Rate Swap – The Development Corporation has entered into an interest rate swap agreement with a 
financial institution.  The interest rate swap agreement meets the criteria of an effective hedge and as a result 
the Development Corporation follows hedge accounting.  A liability in the statement of net position has been 
recorded at the fair value of the interest rate swap in the amount of $1,329,696 at June 30, 2019 and 
$1,118,424 at June 30, 2018.  In addition, a like amount has been recorded as a deferred outflow of resources. 
 
Net Lease Income – Net lease income relates to payments received on the Master Ground Lease further 
discussed in Note 3. Net lease income is recognized when earned under the terms of the Master Ground Lease 
and consists of the following components for the years ended June 30: 

2019 2018

Cash income from housing operations 2,207,658$        2,037,838$        

Change in due from New College (6,189)                28,361               

Principal payments paid (855,000)            (820,000)            

Net lease income from New College 1,346,469$        1,246,199$        
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Note 1—Summary of significant accounting policies (continued) 
 
The interest rate swap is reported at fair value. Fair value is the price that would be received to sell an asset or 
paid to transfer a liability in an orderly transaction between market participants at the measurement date. Fair 
value determinations, other than those measured using the Net Asset Value (“NAV”) as a practical expedient, 
are made based upon a hierarchy that prioritizes the inputs to valuation techniques. The hierarchy gives the 
highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 
measurements) and the lowest priority to unobservable inputs (Level 3 measurements). 
 
Three levels of inputs may be used to measure fair value: 
 

Level 1 – Inputs are unadjusted quoted prices for identical assets or liabilities in active markets that the 
Development Corporation has the ability to access. 
 
Level 2 – Inputs include quoted prices for similar assets or liabilities in active markets; quoted prices for 
identical or similar assets or liabilities in inactive markets; inputs other than quoted prices that are 
observable for the asset or liability; inputs that are derived principally from or corroborated by 
observable market data by correlation or other means. If the asset or liability has a specified 
(contractual) term, the Level 2 input must be observable for substantially the full term of the asset or 
liability. 
 
Level 3 – Inputs to the valuation methodology are unobservable inputs in situations where there is little 
or no market activity for the asset or liability, and the reporting entity makes estimates and assumptions 
related to the pricing of the asset or liability including assumptions regarding risk. 

 
The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level 
of any input that is significant to the fair value measurement. Valuation techniques used need to maximize the 
use of observable inputs and minimize the use of unobservable inputs. 
 
Note 2—Cash  
 
When applicable, amounts reported as cash consist of cash in demand accounts and unexpended bond 
proceeds held by a trustee. Cash in demand accounts are held in banks qualified in accordance with the 
provisions of Chapter 280, Florida Statutes, as a public depository. Deposits are fully collateralized by a mutual 
collateral pool as provided by Florida Statutes. 
 
Note 3—Investment in direct financing lease 
 
As a condition of the financing arrangement, the College entered into a ground lease with the New College of 
Florida Property Corporation (the “Property Corporation”).  The College leases the respective project land on its 
campus to the Property Corporation, which assigned all of its interests in the lease to the Development 
Corporation.  The property covered by the Master Ground Lease together with improvements (i.e. student 
housing) thereon is leased back by the College to manage and operate through the Master Operating Lease 
and Facilities Sublease and Management Agreement. The payments on the lease are equal to the annual debt 
service requirements of the related bond debt and operating costs of the Development Corporation. The lease 
shall terminate on the date on which all certificates and obligations under any related financing documents are 
paid in full, at which time title passes to the College.  The Development Corporation classifies this lease 
agreement as a direct financing type. 
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Note 3—Investment in direct financing lease (continued) 
 
At June 30, 2019, aggregate future minimum lease payments are $32,246,253, with $10,333,372 of unearned 
income and a net lease value of $21,912,881. At June 30, 2018, aggregate future minimum lease payments 
were $33,917,461, with $11,369,579 of unearned income and a net lease value of $22,547,882.  Future 
minimum amounts to be received as follows:  
 

Aggregate Future

Minimum Lease 

Years Ending June 30,  Payments

2020 1,667,468$          

2021 1,661,233            

2022 1,666,101            

2023 1,654,761            

2024 1,654,241            

Thereafter 23,942,449          

32,246,253$        

 
These aggregate future minimum lease payments approximate the schedule of annual debt service 
requirements as adjusted for reductions in amounts due from the College for the refunded bonds. 
 
Note 4—Long‐term liabilities  
 
Bonds payable activity for the year ended June 30, 2019 was as follows: 
 

Amounts Due

Beginning  Ending Within

Balance Increases Decreases Balance One Year

COPS, Series 2006 24,805,000$    -$                     855,000$         23,950,000$    890,000$         

Less unamortized 

discount (44,268)           -                       2,493               (41,775)           -                       

Total 24,760,732$    -$                     852,507$         23,908,225$    890,000$         

 
Bonds payable activity for the year ended June 30, 2018 was as follows: 
 

Amounts Due

Beginning  Ending Within

Balance Increases Decreases Balance One Year

COPS, Series 2006 25,625,000$    -$                     820,000$         24,805,000$    855,000$         

Less unamortized 

discount (46,760)           -                       2,492               (44,268)           -                       

Total 25,578,240$    -$                     817,508$         24,760,732$    855,000$         



NEW COLLEGE OF FLORIDA DEVELOPMENT CORPORATION 
NOTES TO THE FINANCIAL STATEMENTS 
 
JUNE 30, 2019 AND 2018 
 

 

 16 

Note 4—Long‐term liabilities (continued) 
 
On April 7, 2006, the Development Corporation issued variable rate COPS, Series 2006 in the amount of 
$30,110,000. The proceeds derived from the sale of the COPS were used to finance the acquisition, 
construction, renovation, and equipping of apartment style student residence facilities. The COPS mature in 
2036, and were issued at a discount of $74,748. 
 
In April 2012, the Development Corporation, through a resolution of the Board, restructured the existing variable 
rate COPS as allowed under the master trust indenture.  The existing COPS were restructured as a non-bank 
qualified tax exempt variable facility (New College of Florida Development Corporation Series 2012 Conversion) 
with an interest rate of 77% of the sum of the 30-day LIBOR plus 185 basis points. Effective April 1, 2018, the 
variable interest related to the conversion increased to approximately 94% of the sum of the 30-day LIBOR plus 
185 basis points, which was 4.10% and 3.69% at June 30, 2019 and 2018, respectively.  
 
The revised swap agreement associated with the original restructuring is for ten years, expiring April 1, 2022, 
with an option to extend for an additional ten years.  However, the existing maturity and principal payment 
requirements pursuant to the original 2006 debt issuance was not restructured.  
 
Revenues from the student residence facilities of the College are pledged to pay rent to the Development 
Corporation or its assignees equal to the debt service on the debt. 
 
The table that follows represents debt service payments on the variable rate debt, net of swap payments 
associated with the debt as of June 30, 2019.  Although interest rates on variable rate debt changes over time, 
the calculations in the table below are based on the assumption that the variable rate on June 30, 2019 remains 
constant over the life of the bonds. 
 

Variable Swap Net

Years Ending June 30,  Principal Interest Agreement Cash Flows

2020 890,000$          889,502$          227,699$          2,007,201$       

2021 930,000           852,247           218,163           2,000,410         

2022 980,000           812,990           208,163           2,001,153         

2023 1,020,000         772,130           197,654           1,989,784         

2024 1,065,000         729,468           -                      1,794,468         

2025-2029 5,830,000         3,688,449         -                      9,518,449         

2030-2034 7,245,000         1,939,819         -                      9,184,819         

2035-2037 5,990,000         150,688           -                      6,140,688         

23,950,000$     9,835,293$       851,679$          34,636,972$     

 
Total interest expense incurred for the years ended June 30, 2019 and 2018 was approximately $1,303,000 and 
$1,220,000, respectively. 
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Note 5—Derivative Instruments Interest rate swap 
 
In order to protect against the potential of rising interest rates, the Development Corporation entered into an 
interest rate swap agreement at the time the COPS were issued.  The intention of the swap was to effectively 
change the variable interest rate on the COPS to a synthetic fixed rate.  In April of 2012, the existing swap 
agreement was amended to match the terms of the original restructured debt.  The details of the swap are 
shown in the following table: 
 

Notional Effective  Termination Fixed  Variable Counter Party

Amount Date Date Rate Rate Credit Rating

June 30, 2019 23,950,000$   4/9/2012 4/1/2022 3.30% * S&P: BBB+

June 30, 2018 24,805,000$   4/9/2012 4/1/2022 3.30% * S&P: BBB+

 
* Determined as follows: 77% of 30-day LIBOR plus 1.85%  
 

The Development Corporation pays the variable rate interest quarterly and then either pays the swap interest 
expense or receives a swap payment to effectively fix the rate.  
 
Fair Value – The swap had a negative fair value as of June 30, 2019 and 2018.  The negative fair value may be 
offset by reductions in total interest payments required under the variable rate COPS, creating lower synthetic 
interest rates. Because the coupons on the Development Corporation variable rate COPS adjust to changing 
interest rates, the COPS do not have corresponding fair value increases. The fair value estimate is provided to 
the Development Corporation by a financial institution known to be a high value participant in this market. The 
Development Corporation has requested the fair value of its swap be determined, although it has no intention of 
selling the agreement and has the ability to hold and meet the swap obligation. At June 30, 2019 and 2018, the 
negative fair value of the swap was $1,329,696 and $1,118,424, respectively. 
 
Credit Risk – As of June 30, 2019 and 2018, the Development Corporation was not exposed to credit risk on its 
outstanding swap because the swap had a negative fair value. However, should interest rates change and the 
fair value of the swap become positive, the Development Corporation would be exposed to credit risk in the 
amount of the derivative’s fair value. 
 
Termination Risk – The Development Corporation or the counter party may terminate the swap if the other party 
fails to perform under the terms of the contract. If the swap is terminated, the associated variable rate bonds 
would no longer carry synthetic fixed interest rates. Also, if at the time of the termination the swap has a 
negative fair value, the Development Corporation would be liable to the counter party for a payment equal to the 
swap’s fair value. 
 
Rollover Risk – The Development Corporation is exposed to rollover risk on the swap since it matures prior to 
the associated debt.  When the swap terminates, the Development Corporation will not realize the synthetic rate 
offered by the swap. 
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Note 5—Derivative Instruments Interest rate swap (continued) 
 
Basis Risk – The Development Corporation is exposed to basis risk because the variable rate payments are 
calculated on the basis of approximately 94% of LIBOR and the Development Corporation’s variable rate 
interest obligations on the notes is determined in the tax-exempt market. Should the relationship between 
LIBOR and the tax-exempt market change and move to converge, or should the debt trade at levels worse 
(higher in rate) in relation to the tax-exempt market, the Development Corporation’s all-in costs would increase. 
 
Note 6—Fair value measurements  
 
The Development Corporation categorizes its fair value measurements within the fair value hierarchy 
established by U.S. GAAP. The Development Corporation has the following recurring fair value measurements 
as of June 30, 2019 and 2018:  
 
Interest Rate Swap (Derivative Investment) – Valued using third-party models that incorporate observable 
market conditions and therefore are considered Level 3. 
 

Quoted Prices in Significant Other Significant 

Active Markets Observable Unobservable

Interest for Identical Inputs  Inputs

Rate Swap Assets (Level 2) (Level 3)

June 30, 2019 1,329,696$       -$                    -$                    1,329,696$       

June 30, 2018 1,118,424         -                      -                      1,118,424         

Fair Value Measurements Using

 
Note 7—Subsequent events 
 
Management has evaluated subsequent events through August 12, 2019, in connection with the preparation of 
these financial statements, which is the date the financial statements were available to be issued. 
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Report of Independent Auditor on Internal Control over Financial Reporting  
and on Compliance and Other Matters Based on an Audit of Financial Statements  

Performed in Accordance with Government Auditing Standards 
 

 
To the Board of Directors 
New College of Florida Development Corporation 
Sarasota, Florida 
 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States, the financial statements of New College of Florida Development 
Corporation (the “Development Corporation”) as of and for the year ended June 30, 2019, and the related notes 
to the financial statements, which collectively comprise the Development Corporation’s basic financial 
statements, and have issued our report thereon dated August 12, 2019. 
 
Internal Control over Financial Reporting 
In planning and performing our audit of the financial statements, we considered the Development Corporation’s 
internal control over financial reporting (“internal control”) to determine the audit procedures that are appropriate 
in the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the Development Corporation’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of the Development Corporation’s internal 
control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial 
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not 
been identified. 
 
Compliance and Other Matters 
As part of obtaining reasonable assurance about whether the Development Corporation’s financial statements 
are free of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect 
on the determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
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Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and 
the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.  
 
 

 
Tampa, Florida 
August 12, 2019 
 


