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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated October 13, 2017 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 13, 2017 
Certified Public Accountants 
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(1) Summary of Significant Accounting Policies  

(a) Organization  

(i) The Financing Corporation 

USF Financing Corporation (the Financing Corporation) is a Florida not-for-profit corporation 
organized and operated exclusively to receive, hold, invest, and administer property and to make 
expenditures to or for the benefit of the University of South Florida (the University or USF). The 
Financing Corporation has been certified by the University Board of Trustees as a �³University 
Direct-Support Organization�  ́as defined in Section 1004.28, Florida Statutes. Pursuant to Florida 
statutory authority, the Financing Corporation is authorized to enter into agreements to finance, 
design and construct, lease, lease purchase, purchase, or operate facilities necessary or desirable 
to serve the needs and purposes of the University. The Financing Corporation was incorporated on 
February 8, 2005, and began operating on March 10, 2005. The Financing Corporation is 
managed, its properties controlled, and its affairs governed under the direction of its Board of 
Directors. 

(ii) The Property Corporation 

USF Property Corporation (the Property Corporation) is a Florida not-for-profit corporation formed 
for the primary purpose of acting as lessor in connection with �³lease purchase�  ́financings in 
support of the activities and educational purposes of the University and of the Financing 
Corporation by assisting in acquiring and constructing facilities on the University campus and, in 
general, furthering the University�¶s educational mission. The Property Corporation was 
incorporated on February 8, 2005, and began operating on March 10, 2005. 

The Property Corporation is managed, its properties controlled, and its affairs governed under the 
direction of its Board of Directors. The sole member of the Property Corporation is the Financing 
Corporation. 

(b) Consolidated Financial Statements  

These consolidated financial statements include the accounts of the Financing Corporation and the 
Property Corporation (collectively, the Corporation) due to the Financing Corporation�¶s ongoing 
economic interest in the Property Corporation and its ability to control the activities of the Property 
Corporation through common members of the Boards of Directors. All transactions and related account 
balances between the Financing Corporation and the Property Corporation have been eliminated in 
these consolidated financial statements. 
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(3) Equity Inve stment  

On January 17, 2010, the Financing Corporation entered into a subscription agreement with INTO USF, 
Inc. (INTO USF), a Florida for-profit corporation, whereby the Financing Corporation subscribed for and 
offered to purchase 500 shares of common stock of INTO USF for an aggregate purchase price of 
$250,000, or $500 per share. In the subscription agreement, the Financing Corporation represents and 
warrants that its acquisition of the shares was for investment purposes only and not for resale or 
distribution. The Financing Corporation funded its subscription to 50% of the issued shares of INTO USF 
on March 15, 2010. 

The Financing Corporation received opinions from its bond counsel and tax counsel expressing that the 
Corporation is permitted to own a 50% interest in INTO USF under Florida law and that holding the 50% 
interest in INTO USF will not conflict with or cause a breach under the covenants or agreements which are 
currently contained in the bond documents to which the Financing Corporation is a party. Additionally, 
management deems all of INTO USF�¶s activities to be substantially related to the Corporation�¶s tax-exempt 
purpose. 

The Financing Corporation has accounted for this investment under the equity method of accounting, given 
that it owns 50% of INTO USF�¶s outstanding shares and does not have control over INTO USF. 
Additionally, the Financing Corporation appoints three of INTO USF�¶s six-member board of directors. 

The Financing Corporation�¶s initial investment in INTO USF, net of its 50% share of INTO USF�¶s cumulative 
net profits or losses and dividend distributions received from INTO USF, is included in the accompanying 
consolidated statements of financial position. The change in the equity investment balance in INTO USF for 
the period is included in the accompanying consolidated statements of activities and changes in 
unrestricted net assets. 

On September 26, 2016, the Board of Directors of INTO USF, Inc. authorized a dividend distribution of 
$12,000,000 to stockholders. The Financing Corporation�¶s 50% share of the distribution, $6,000,000, was 
received on September 28, 2016.  

The equity investment balance is comprised of the following: 

Year ended June 30
2017 2016

Initial investment in INTO USF $ 250,000  250,000  
�3�O�X�V�����������D�O�O�R�F�D�W�L�R�Q���R�I���,�1�7�2���8�6�)�¶�V���F�X�P�X�O�D�W�L�Y�H���R�S�H�U�D�W�L�Q�J���S�U�R�I�L�W�V5,164,026  3,328,956  
Less dividend distribution from INTO USF (6,000,000) �²  

Equity investment $ (585,974) 3,578,956  

 

�7�K�H���&�R�U�S�R�U�D�W�L�R�Q�¶�V���Q�H�J�D�W�L�Y�H���H�T�X�L�W�\���L�Q�Y�H�V�W�P�H�Q�W���E�D�O�D�Q�F�H���D�V���R�I���-�X�Q�H 30, 2017 arose from the recognition of 
equity method losses in excess of its initial investment, thus, the equity investment is classified as a liability 
(accumulated losses from equity investment) in the consolidated statements of financial position as of 
June 30, 2017. 
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At June 30, 2017 and 2016, the balance of the amount due to UMSA was $3,158,618 and $1,578,697, 
respectively, detailed as follows: 

2017 2016

Due to UMSA for funds advanced for security pledged to
counterparty $ 1,000,000  1,000,000  

Interest earnings accrued on security pledged to
counterparty 9,792  3,516  

�8�0�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(768,192) (2,147,465) 
Other amounts pledged to offset operating and other costs 2,917,018  2,722,646  

Cumulative net amount due to UMSA from
the Corporation $ 3,158,618  1,578,697  

 

(5) Concentrations of Credit Risk  

Financial instruments that potentially subject the Corporation to concentrations of credit risk consist 
principally of its cash, restricted cash and cash equivalents, certificates of deposit, and interest rate swap 
agreements. The Corporation maintains its cash, restricted cash and cash equivalents, certificates of 
deposit, and interest rate swap agreements with institutions that management believes to be of high-credit 
quality and limits the amount of credit exposure to any one particular investment, financial institution, or 
counterparty. 

(6) Fair Value Measurement  

Fair value accounting guidance defines fair value as the exit price that would be received to sell an asset or 
transfer a liability in the principal or most advantageous market in an orderly transaction between market 
participants on the measurement date. Fair value guidance also establishes a fair value hierarchy that 
requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs 
when measuring fair value. Based on the inputs used to determine fair value, a three-level fair value 
hierarchy is used as follows: 

Level 1 �± Quoted prices (unadjusted) in active markets for identical assets or liabilities that are accessible 
at the measurement date. 

Level 2 �± Observable inputs other than quoted prices included in Level 1 that are observable for the asset 
or liability either directly or indirectly. Such inputs include quoted prices in markets that are not active, 
quoted prices for similar assets and liabilities in active markets, inputs other than quoted prices that are 
observable for the asset or liability, and inputs that are derived principally from or corroborated by 
observable market data by correlation or other means. 

Level 3 �± Unobservable inputs that are supported by little or no market activity and that are significant to 
the fair value of the asset or liability. Unobservable inputs reflect the reporting entity�¶s own assumptions 
about factors that market participants would consider in pricing the asset or liability based on the best 
information available in the circumstances. 
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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. 

(e) Bonds Payable �± Schedule of Payments  

The following is a schedule of future payments payable under the bond agreements, as of June 30, 
2017: 

2018 $ 2,384,920  
2019 2,375,645  
2020 2,375,245  
2021 2,372,770  
2022 2,367,770  
Thereafter 35,334,958  

Total minimum payments 47,211,308  

Less amounts representing interest (16,556,308) 

Present value of future minimum payments 30,655,000  

Plus unamortized premium 3,216,274  
Less unamortized costs of issuance (218,312) 

Bonds payable $ 33,652,962  
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(f) 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, 2017 and 2016 were as follows: 

 

(g) Certificates of Participation Payable  

The Corporation had certificates of participation (Certificates) outstanding at June 30, 2017 as follows: 

Issue/
Amount of Amount Interest rates acceptance Maturity

Certificates original issue outstanding (percent) date date

Series 2010A Housing $ 2,860,000  1,535,000  ���������±�������� 2010 2020
Series 2010B Housing 15,140,000  15,140,000  ���������±�������������J�U�R�V�V�� 2010 2040

���������±�������������Q�H�W��
Series 2003A Athletics 9,905,000  5,600,000  3.14 2011 2022
Series 2012B Housing 68,975,000  61,775,000  4.35 2012 2037
Series 2013B Health 20,855,000  19,165,000  4.25 2013 2037
Series 2015A Housing 23,640,000  20,915,000  ���������±�������� 2015 2023
Series 2012A Housing 77,015,000  76,555,000  ���������±�������� 2015 2035
Series 2013A Health 37,920,000  37,920,000  2.31 2016 2036

Total $ 256,310,000  238,605,000  

 

The Corporation had certificates of participation (Certificates) outstanding at June 30, 2016 as follows: 

Issue/
Amount of Amount Interest rates acceptance Maturity

Certificates original issue outstanding (percent) date date

Series 2010A Housing $ 2,860,000  1,885,000  ���������±�������� 2010 2020
Series 2010B Housing 15,140,000  15,140,000  ���������±�������������J�U�R�V�V�� 2010 2040

���������±�������������Q�H�W��
Series 2003A Athletics 9,905,000  6,400,000  3.14 2011 2022
Series 2012B Housing 68,975,000  63,675,000  4.35 2012 2037
Series 2013A Health 41,650,000  39,205,000  4.23 2013 2036
Series 2013B Health 20,855,000  19,750,000  4.25 2013 2037
Series 2015A Housing 23,640,000  23,640,000  ���������±�������� 2015 2023
Series 2012A Housing 77,015,000  76,815,000  ���������±�������� 2015 2035

Total $ 260,040,000  246,510,000  
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(vi) Series 2015A Housing Certificates 

The Series 2015A tax-exempt, fixed rate Certificates were issued on May 6, 2015 to refund the 
Series 2005A Certificates, in advance of the first optional prepayment date of the Series 2005A 
Certificates on July 1, 2015. The Certificates mature in 2023 and are not subject to prepayment at 
the option of the Corporation. 

The proceeds of the Series 2005A Certificates, issued on May 25, 2005, were used to retire or 
defease the University�¶s prior housing financings, and to pay certain expenses related to the 
issuance and sale of the Series 2005A Certificates, including the financial guaranty insurance 
policy premium. 

(vii) Series 2012A Housing Certificates 

The Series 2012A tax-exempt, fixed rate Certificates were reissued on May 6, 2015 to convert the 
Series 2012A Certificates from variable rate to fixed rate mode. The Certificates mature in 2035, 
and are not subject to optional prepayment prior to July 1, 2025. On or after July 1, 2025, the 
Certificates are callable at the option of the Financing Corporation at 100% of the principal amount 
outstanding. 

The Series 2012A Certificates were originally issued on October 1, 2012 as variable rate 
Certificates, directly placed with Wells Fargo Bank, N.A., to refund the Series 2005B Certificates. 
The Series 2005B Certificates were issued on May 25, 2005 and the proceeds were used to 
finance the cost to lease purchase certain student housing facilities existing on the University�¶s 
Tampa campus, to acquire, construct, and equip a housing facility and a related parking facility on 
the University�¶s St. Petersburg campus, and to pay certain expenses related to the issuance and 
sale of the Series 2005B Certificates, including the financial guaranty insurance policy premium. 
On March 18 and 20, 2008, the Corporation converted the Series 2005B Certificates from auction 
rate securities to variable rate demand bonds with weekly rate periods. The Certificates were 
secured by an irrevocable direct-pay letter of credit. 

The Series 2012A variable rate Certificates were largely hedged to limit the effect of changes in 
interest rates. On April 15, 2015, in connection with the reissuance of the Certificates, the 
Corporation terminated the interest rate swap agreement related to these Certificates. 












