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net assets and its cash flows for the years then ended, in accordance with U.S. generally accepted accounting 
principles. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated October 15, 2015 
on our consideration of the 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 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 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 Corporation�¶s internal control over financial reporting 
and compliance. 

 

October 15, 2015 
Certified Public Accountants 
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USF FINANCING CORPORATION AND
USF PROPERTY CORPORATION

Consolidated Statements of Financial Position

June 30, 2015 and 2014

Assets 2015 2014

Cash $ 2,641   2,641   
Restricted cash and cash equivalents 25,141,841   25,852,776   
Due from University of South Florida 89,141,110   43,961,210   
Due from Medical Services Support Corporation 1,114,039   3,064,824   
Accounts receivable 208,399   801   
Equity investment 1,354,502   (207,632)  
Security pledged to counterparty 6,640,000   6,970,000   
Deferred charges, net of accumulated amortization of $2,254,549

and $2,171,068, respectively 1,448,329   1,288,670   
Construction in progress —    287,972   
Capital assets, net of accumulated depreciation of $45,567,024 and

$47,159,430, respectively 257,275,552   318,489,728   

Total assets $ 382,326,413   399,710,990   

L iabilities and Net Assets (Deficit)

Liabilities:
Accounts payable $ 222,297   1,000   
Interest payable 4,024,864   5,972,825   
Due to Health Professions Conferencing Corporation 340,180   320,382   
Due to University Medical Service Association 1,000,923   —    
Interest rate swaps payable 16,976,262   21,590,640   
Notes payable 57,807,091   59,752,048   
Bonds payable 35,767,248   —    
Certificates of participation payable 264,830,405   312,279,086   

Total liabilities 380,969,270   399,915,981   

Net assets (deficit):
Unrestricted net assets (deficit) 1,357,143   (204,991)  

Total liabilities and net assets (deficit) $ 382,326,413   399,710,990   

See accompanying notes to consolidated financial statements.
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At June 30, 2015 and 2014, the balance of the amount due from MSSC was $1,114,039 and $3,064,824, 
respectively, detailed as follows: 

June 30
2015 2014

�0�6�6�&�¶�V���L�Q�W�H�U�H�V�W���L�Q���W�K�H���I�D�L�U���Y�D�O�X�H���R�I���W�K�H���L�Q�W�H�U�H�V�W���U�D�W�H���V�Z�D�S�V$ 3,811,389   5,565,283   
Other amounts pledged to offset operating and other costs (2,697,350)  (2,500,459)  

Cumulative net amount due from MSSC to
the Corporation $ 1,114,039   3,064,824   

 

Pursuant to the facility lease agreement relating to the Series 2010 Note (see note 10) and CAMLS project, 
the USF Health Professions Conferencing Corporation (HPCC) makes lease payments to BB&T in an 
amount equal to 100% of principal and interest due on the 2010 Note. The lease payments provided for in 
the agreement are absolute net returns to the Financing Corporation to yield the amount necessary to pay all 
amounts due under the agreements and all costs, expenses, and obligations that may be necessary in 
connection with the use, occupancy, or operation of the facility, including a management fee equal to $50,000 
per year (increased annually by CPI). All interest income on the lease payment funds held at BB&T shall be 
used to pay amounts due on the 2010 Note. 

At the end of the Corporation�¶
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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�������� �²�������� 2,641   
Restricted cash and

investments:
Short term cash fund 25,141,841   �²�������� �²�������� 25,141,841   

Total recurring
assets $ 25,144,482   �²�������� �²�������� 25,144,482   

Liabilities:
Recurring:

Interest rate swaps $ �²�������� 16,976,262   �²�������� 16,976,262   

Disclosure:
Notes payable �²�������� 57,807,091   �²�������� 57,807,091   
Bonds payable �²�������� 34,823,975   �²�������� 34,823,975   
Certificates of participation

payable �²�������� 265,137,703   �²�������� 265,137,703   

Total liabilities $ �²�������� 374,745,031   �²�������� 374,745,031   
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The following table presents the Corporation�¶s financial instruments carried at fair value as of June 30, 2014, 
in accordance with the ASC 820 valuation hierarchy (as described above): 

 

The valuation methodologies used for instruments measured at fair value as presented in the table 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 11). 

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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Marshall Center was removed from the subject parcel. The ground lease agreement requires that any 
property, and improvements thereon, revert back to the University upon termination of the ground lease. 
Thus, on the same date, the Corporation transferred the Marshall Center building and building improvements 
to the University at net book value. The historical cost and accumulated depreciation for the related property 
was removed from the Corporation�¶s accounts. The Marshall Center building had a net book value of 
$52,367,694, and the Marshall Center building improvements had a net book value totaling $882,633. 

The Corporation contributes all of its furniture, fixtures, and equipment to the University at cost as it is 
purchased. 

(9) General and Administrative Expenses 

General and administrative expenses for the years ended June 30, 2015 and 2014, were as follows: 

 

(10) Long-Term Liabilities  

(a) Notes Payable 

The Corporation�¶s notes payable are recorded at carrying value, which approximates fair value, on the 
consolidated statements of financial position. The Corporation had notes payable outstanding at 
June 30, 2015 as follows: 

Interest rates
Amount of Amount (percent)

Notes original issue outstanding Gross Net Issue date Maturity date

Series 2010A Athletics $ 10,000,000  8,727,216  8.02 5.42 2010 2030
Series 2010B Athletics 13,500,000  11,950,472  6.17 4.17 2010 2031
Series 2010 CAMLS 20,000,000  17,704,403  6.17 4.17 2010 2031
Series 2013 Arena 20,000,000  19,425,000  4.78 4.78 2013 2033

Total $ 63,500,000  57,807,091  
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The Corporation had notes payable outstanding at June 30, 2014 as follows: 

 

Series 2010A&B Athletics Notes 

On January 15, 2010, the Financing Corporation entered into a loan agreement with BB&T. As of the 
date of the loan agreement, BB&T made available to the Financing Corporation a loan in an aggregate 
principal amount not to exceed $23,500,000. The proceeds of the loan were used to finance the 
acquisition, construction, and equipping of the athletics district facilities. The loan is evidenced by the 
2010A&B Athletics Notes, issued as direct subsidy Build America Bonds. Under the Build America 
Bond program, issuers are authorized to receive a direct federal subsidy in an amount equal to 35% of 
the interest paid for all debt issued prior to January 1, 2011. Thus, the net interest costs associated with 
the Series 2010A&B Athletics Notes are equal to 65% of the gross interest rate. The loan was drawn 
in two advances: the Series 2010A Taxable Promissory Note in the amount of $10,000,000 on 
January 15, 2010, and the Series 2010B Taxable Promissory Note in the amount of $13,500,000 on 
December 15, 2010. 

Pursuant to the requirements of the amended Balanced Budget and Emergency Deficit Control Act of 
1985, direct federal subsidies are subject to sequestration beginning on March 1, 2013, pending 
intervening Congressional action. The direct federal subsidy was reduced to 32.4% for payments 
processed from October 1, 2014 through September 30, 2015. Thus, the net interest costs relating to 
the January 1, 2015 and July 1, 2015 interest payments are equal to 67.6% of the gross interest rate. 

The Series 2010A and Series 2010B fixed rate Notes, maturing in 2030 and 2031, respectively, are 
callable at the option of the Financing Corporation on any scheduled payment date at 101% of principal 
outstanding. 

Series 2010 CAMLS Note 

On December 15, 2010, the Financing Corporation entered into a loan agreement with BB&T, at which 
time the bank provided a loan in an amount of $20,000,000. The proceeds of the loan were used to 
finance the acquisition, construction, and equipping of the USF Center for Advanced Medical Learning 
and Simulation (CAMLS) facility. The loan is evidenced by the 2010 CAMLS Taxable Promissory 
Note, issued as direct subsidy Build America Bonds. Under the Build America Bond program 
described above, the net interest cost associated with the Series 2010 CAMLS Note is equal to 65% of 
the gross interest rate. 
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Pursuant to the requirements of the amended Balanced Budget and Emergency Deficit Control Act of 
1985, direct federal subsidies are subject to sequestration beginning on March 1, 2013, pending 
intervening Congressional action. The direct federal subsidy was reduced to 32.4% for payments 
processed from October 1, 2014 through September 30, 2015. Thus, the net interest costs relating to 
the January 1, 2015 and July 1, 2015 interest payments are equal to 67.6% of the gross interest rate. 

The Series 2010 fixed rate Note, maturing in 2031, is callable at the option of the Financing 
Corporation on any scheduled payment date at 101% of principal outstanding. 

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, 
2015: 
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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, 
2015: 

 

(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, 2015 and 2014 were as follows: 

June 30
2015 2014

Carrying Fair value Carrying Fair value
Bonds value (Level 2) value (Level 2)

Series 2015 Marshall Center $ 35,767,248  34,823,975  �²���� �²����

Total $ 35,767,248  34,823,975  �²���� �²����
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(f) Certificates of Participation Payable 

The Corporation had certificates of participation (Certificates) outstanding at June 30, 2015 as follows: 

 

The Corporation had certificates of participation (Certificates) outstanding at June 30, 2014 as follows: 

 

With the exception of the Series 2003A Certificates, the Corporation issued the above Certificates, 
pursuant to master trust agreements, and supplemented by supplemental trust agreements, by and 
among the Trustee, the Property Corporation, as lessor, and the Financing Corporation, as lessee. The 
certificates represent an undivided proportionate interest of the owners thereof in the right to receive 
basic rent payments payable under the master lease purchase agreements by and between the Property 
Corporation and the Financing Corporation, each supplemented by lease schedules. 
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