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USF FINANCING CORPORATION AND
USF PROPERTY CORPORATION

Consolidated Statements of Financial Position

June 30, 2016 and 2015

Assets 2016 2015

Cash $ 2,641  2,641  
Restricted cash and cash equivalents 29,241,918  25,141,841  
Due from University of South Florida 83,424,151  89,141,110  
Due from USF Medical Services Support Corporation —  1,114,039  
Accounts receivable 5,690  208,399  
Equity investment 3,578,956  1,354,502  
Security pledged to counterparty 11,890,000  6,640,000  
Deferred charges, net of accumulated amortization of $2,343,580

and $2,254,549, respectively 1,328,966  1,448,329  
Capital assets, net of accumulated depreciation of $53,377,943 and

$45,567,024, respectively 249,464,633  257,275,552  

Total assets $ 378,936,955  382,326,413  

Liabilities and Net Assets

Liabilities:
Accounts payable $ —  222,297  
Interest payable 3,963,951  4,024,864  
Due to USF Health Professions Conferencing Corporation 361,083  340,180  
Due to University Medical Service Association 1,578,697  1,000,923  
Interest rate swaps payable 20,320,627  16,976,262  
Notes payable 55,702,110  57,807,091  
Bonds payable 35,245,703  35,767,248  
Certificates of participation payable 258,183,187  264,830,405  

Total liabilities 375,355,358  380,969,270  

Net assets:
Unrestricted net assets 3,581,597  1,357,143  

Total liabilities and net assets $ 378,936,955  382,326,413  

See accompanying notes to consolidated financial statements.
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USF FINANCING CORPORATION AND
USF PROPERTY CORPORATION

Consolidated Statements of Activities and Changes in Unrestricted Net Assets

Years ended June 30, 2016 and 2015

2016 2015

Revenues:
Operating revenues:

University of South Florida lease revenue $ 46,750,905  48,688,714  
USF Medical Services Support Corporation lease revenue —  4,599,895  
University Medical Service Association lease revenue 4,612,483  —  
USF Health Professions Conferencing Corporation lease revenue 1,852,672  1,856,247  

Total operating revenues 53,216,060  55,144,856  

Expenses:
University of South Florida housing system operating expenses 22,019,477  20,954,983  
Management fee 665,573  679,914  
Interest expense 12,987,078  16,046,450  
Amortization of deferred charges 89,031  83,481  
Depreciation expense 7,810,919  9,124,446  
General and administrative expenses 523,162  568,389  

Total expenses 44,095,240  47,457,663  

Other revenues (expenses):
Change in interest in equity investment 2,224,454  1,562,134  
Loss on debt extinguishment —  (117,926) 
Change in fair value of interest rate swaps (3,344,365) 4,614,378  
Transfers to affiliates to offset the change in fair value of interest

rate swaps and other expenses (5,794,800) (12,189,912) 
Interest income 18,345  6,267  

Total other revenues (expenses) (6,896,366) (6,125,059) 

Change in unrestricted net assets 2,224,454  1,562,134  

Unrestricted net assets (deficit), beginning of year 1,357,143  (204,991) 

Unrestricted net assets, end of year $ 3,581,597  1,357,143  

See accompanying notes to consolidated financial statements.
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USF FINANCING CORPORATION AND
USF PROPERTY CORPORATION

Consolidated Statements of Cash Flows

Years ended June 30, 2016 and 2015

2016 2015

Operating activities:
Change in net assets $ 2,224,454  1,562,134  
Adjustments to reconcile change in net assets to net cash provided by

operating activities:
Amortization of deferred charges 89,031  83,481  
Loss on debt extinguishment —  117,926  
Depreciation expense 7,810,919  9,124,446  
Net amortization of premiums and discounts on certificates of

participation and bonds payable (2,233,763) (99,604) 
Change in fair value of interest rate swaps 3,344,365  (4,614,378) 
Change in interest in equity investment (2,224,454) (1,562,134) 
Changes in operating assets and liabilities:

Due from University of South Florida 5,716,959  8,070,427  
Due from USF Medical Services Support Corporation 1,114,039  1,950,785  
Accounts receivable 202,709  (207,598) 
Accounts payable (191,965) 221,297  
Interest payable (60,913) (1,947,961) 
Due to USF Health Professions Conferencing Corporation 20,903  19,798  
Due to University Medical Service Association 577,774  1,000,923  

Net cash provided by operating activities 16,390,058  13,719,542  

Investing activities:
Capital expenditures —  (872,625) 
Purchases of investments (110,267,427) (221,878,780) 
Proceeds from sales or maturities of investments 106,167,350  222,589,715  

Net cash used in investing activities (4,100,077) (161,690) 

Financing activities:
Cash paid for debt issuance costs —  (939,798) 
Proceeds from issuances of long-term debt —  149,821,903  
Principal paid due to refunding of debt —  (151,955,000) 
Principal paid on notes, bonds, and certificates of participation payable (7,039,981) (10,814,957) 
Security pledged to counterparty (5,250,000) 330,000  

Net cash used in financing activities (12,289,981) (13,557,852) 

Change in cash and cash equivalents —  —  

Cash and cash equivalents, beginning of year 2,641  2,641  

Cash and cash equivalents, end of year $ 2,641  2,641  

Supplemental cash flow information:
Interest paid $ 15,073,624  18,302,146  

Supplemental disclosure of noncash transactions:
Transfer of capital asset to the University of South Florida $ —  53,250,327  
Reduction of deferred charges and related accounts payable 30,332  —  

See accompanying notes to consolidated financial statements.
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(m) Interest Rate Swaps  

The Corporation makes limited use of derivative instruments for the purpose of managing interest rate 

risk (see note 10). Interest rate swap agreements are used to convert the Corporation’s variable-rate 

long-term debt to a fixed rate. The fair value of the interest rate swap agreements is recognized in the 

consolidated statements of financial position and the change in the fair value of the interest rate swap 

agreements is recognized in the consolidated statements of activities and changes in unrestricted net 

assets. Because the Corporation is a not-for-profit entity, it is precluded from applying cash flow 

hedge accounting. However, the Corporation has elected to report realized gains and losses of 

amounts received from and paid to the counterparties on its interest rate swaps of $4,069,751 and 

$6,669,652 for the years ended June 
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The following table presents the Corporation’s financial instruments carried at fair value as of June 30, 

2015, in accordance with the ASC 820 valuation hierarchy (as described above): 

Level 1 Level 2 Level 3 Total

Assets:

Recurring:

Cash $ 2,641  —  —  2,641  

Restricted cash and

investments:

Short-term cash fund 25,141,841  —  —  25,141,841  

Total recurring assets $ 25,144,482  —  —  25,144,482  

Liabilities:

Recurring:

Interest rate swaps $ —  16,976,262  —  16,976,262  

Disclosure:

Notes payable —  57,807,091  —  57,807,091  

Bonds payable —  34,823,975  —  34,823,975  

Certificates of participation

payable —  265,137,703  —  265,137,703  

Total liabilities $ —  374,745,031  —  374,745,031  

 

The valuation methodologies used for instruments measured at fair value as presented in the tables 

above are as follows: 

Restricted Cash and Cash Equivalents 

Restricted cash and cash equivalents consisting of money market funds are measured at fair value using 

quoted market prices. 

Interest Rate Swap Agreements 

Interest rate swap agreements are valued using third-party pricing models, consistent with the market 

approach and income approach that use prices and other relevant information generated by market 

transactions involving identical or comparable assets. The present value technique is used to discount 

future amounts to the present values. Interest rate swap agreements are classified within Level 2 of the 

valuation hierarchy. The fair values of the interest rate swap agreements reflect current interest rates and 

the current creditworthiness of the counterparties (see note 10). 

Notes, Bonds, and Certificates of Participation Payable 

Notes, bonds, and certificates of participation payable are valued by an independent third-party. Fixed 

rate public debt is valued using quoted market prices for these securities. Variable rate public debt is 

valued at par as variable rates reflect current market rates. Nonpublic debt is valued at par as these 

securities are not traded and are held directly by commercial banks. 
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(iii) Series 2013 Arena Note 

On September 1, 2013, the Financing Corporation entered into a loan agreement with SunTrust 

Bank, at which time the bank provided a loan in an amount of $20,000,000. The proceeds of the 

loan were used to reimburse the University of South Florida for a portion of the costs undertaken 

by the University to renovate the USF Arena and Convocation Center. The loan is evidenced by 

the Series 2013 Arena Taxable Promissory Note. 

The Series 2013 fixed rate Note, maturing in 2033, is callable at the option of the Financing 

Corporation on any scheduled payment date at a rate calculated pursuant to the requirements of 

the loan agreement. 

(b) Notes Payable �± Schedule of Payments  

The following is a schedule of future payments payable under the loan agreements, as of June 30, 

2016: 

 

(c) Bonds Payable  

The Corporation had bonds outstanding at June 30, 2016 as follows: 

Amount of Interest Issue/
original Amount rates acceptance Maturity

Bonds issue outstanding (percent) date date

Series 2015 Marshall Center $ 31,595,000  31,595,000  2.00–5.00 2015 2036

Total $ 31,595,000  31,595,000  
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The Corporation had bonds outstanding at June 30, 2015 as follows: 

Amount of Interest Issue/
original Amount rates acceptance

Bonds issue outstanding (percent) date Maturity date

Series 2015 Marshall Center $ 31,595,000  31,595,000  2.00–5.00 2015 2036

Total $ 31,595,000  31,595,000  

 

(i) Series 2015 Marshall Center Revenue Bonds 

The Series 2015 tax-exempt, fixed rate Marshall Center Revenue Bonds were issued on May 6, 

2015 to refund the Series 2005C Certificates of Participation, in advance of the first optional 

prepayment date of the Series 2005C Certificates on July 1, 2015. The Bonds mature in 2036 

and, beginning on July 1, 2025, are callable at the option of the Financing Corporation at 100% of 

the principal amount outstanding. 

The Bonds are payable solely from and secured by a lien upon the pledged revenues, which 

consist of Marshall Center payments as defined in the operating agreement, dated May 1, 2015, 

between the Corporation and the University. 

The proceeds of the Series 2005C tax-exempt Certificates, issued on January 19, 2006, were 

used to finance the cost to lease purchase a new student center and to pay certain expenses 

related to the issuance and sale of the Series 2005C Certificates, including the financial guaranty 

insurance policy premium. 

Upon refunding the Certificates, the ground lease associated with the Series 2005 Certificates 

was terminated. 

The Series 2015 Bonds were issued pursuant to the terms of a trust indenture, dated as of May 1, 

2015, by and between the Trustee and the Corporation. 
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(d) Bonds Payable �± Schedule of Payments  

The following is a schedule of future payments payable under the bond agreements, as of June 30, 

2016: 

2017 $ 2,383,795  

2018 2,384,920  

2019 2,375,645  

2020 2,375,245  

2021 2,372,770  

Thereafter 37,702,728  

Total minimum payments 49,595,103  

Less amounts representing interest (18,000,103) 

Present value of future minimum payments 31,595,000  

Plus premium 3,650,703  

Bonds payable $ 35,245,703  

 

(e) Bonds Payable �± Fair Value  

The Corporation’s bonds payable are recorded at carrying value on the consolidated statements of 

financial position. The carrying amounts and fair value of the Corporation’s bonds payable as of 

June 30, 2016 and 2015 were as follows: 

2016 2015

Carrying Fair value Carrying Fair value

Bonds value (Level 2) value (Level 2)

Series 2015 Marshall

Center $ 35,245,703  37,383,763  35,767,248  34,823,975  

Total $ 35,245,703  37,383,763  35,767,248  34,823,975  

 



















 

 32 

Independent Auditors�¶ Report 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  

The Board of Directors 

USF Financing Corporation and USF Property Corporation: 

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 consolidated financial statements of USF Financing 

Corporation and USF Property Corporation (collectively, the Corporation), which comprise the consolidated 

statement of financial position as of June 30, 2016, and the related consolidated statements of activities and 

changes in unrestricted net assets and cash flows for the year then ended, and the related notes to the 

consolidated financial statements, and have issued our report thereon dated October 14, 2016. 

Internal Control over Financial Reporting 

In planning and performing our audit of the consolidated financial statements, we considered the 

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 consolidated financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the Corporation’s internal 

control. Accordingly, we do not express an opinion on the effectiveness of the 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 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. 






