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Independent Auditors fReport 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 a7



KPMG LLP
Suite 1700
100 North Tampa Street
Tampa, FL 33602-5145

Independent Auditors ’ Report

The Board of Directors
USF Financing Corporation:

KPMG LLP, a Delaware limited liability partnership and a member firm of
the KPMG global organization of independent member firms affiliated with
KPMG International Limited, a private English company limited by guarantee.






KPMG

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 12, 2023 on
our consideration of the Corporation § 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

Corporation § 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 § internal
control over financial reporting and compliance.

KPMe LIP

Tampa, Florida
October 12, 2023



























Current liabilities:
Accounts payable
Interest payable

USF FINANCING CORPORATION

(A Component Unit of the University of South Florida)

Liabilities

Due to University of South Florida
Due to USF Research Foundation

Mortgage loan payable, current portion

Notes payable, current portion
Bonds payable, current portion

Certificates of participation payable, current portion

Noncurrent liabilities:

Total current liabilities

Interest rate swap payable

Mortgage loan payable, less current portion

Notes payable, less current portion
Bonds payable, less current portion

Certificates of participation payable, less current portion

Total liabilities

Total noncurrent liabilities

Deferred Inflows of Resources

Deferred gain on refunding of debt

Restricted
Unrestricted

See accompanying notes to financial statements.

Total deferred inflows of resources

Net Position

Total net position

Statements of Net Position

June 30, 2023 and 2022

Total liabilities and deferred inflows of resources
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2023 2022
469,406 762,519
5,315,547 5,579,436
16,997 —
— 911,120
261,742 250,910
4,393,059 4,157,316
1,240,000 1,185,000
10,125,000 10,765,000
21,821,751 23,611,301
3,522,963 6,413,863
2,397,263 2,659,006
56,714,508 61,107,567
24,226,953 25,726,392
237,492,077 218,842,321
324,353,764 314,749,149
346,175,515 338,360,450
— 18,358
— 18,358
346,175,515 338,378,808
21,188,986 17,768,237
4,025,106 4,058,052
25,214,092 21,826,289




USF FINANCING CORPORATION

(A Component Unit of the University of South Florida)

Statements of Revenues, Expenses and Changes in Net Position

Years ended June 30, 2023 and 2022

Operating revenues:
University of South Florida financing revenue

University Medical Service Association financing revenue
USF Health Professions Conferencing Corporation financing revenue

USF Research Foundation financing revenue
Total operating revenues

Operating expenses:
Management expense
General and administrative expenses

Total operating expenses
Operating income

Nonoperating revenues (expenses):
Interest expense
Change in equity investment
Interest income

Total nonoperating expenses, net
Change in net position
Net position, beginning of year

Net position, end of year

See accompanying notes to financial statements.
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$

2023 2022
11,739,724 12,568,596
1,989,857 1,976,968
365,133 381,740
976,883 988,788
15,071,597 15,916,092
827,126 803,032
630,299 601,484
1,457,425 1,404,516
13,614,172 14,511,576

(11,613,687)

(12,062,335)

— 1,544,379
1,387,318 64,522
(10,226,369) (10,453,434)
3,387,803 4,058,142
21,826,289 17,768,147
25,214,092 21,826,289







USF FINANCING CORPORATION
(A Component Unit of the University of South Florida)

Statements of Cash Flows

Years ended June 30, 2023 and 2022

Reconciliation of operating income to net cash provided by operating activities:

Operating income

Adjustments to reconcile operating income to net cash provided by operating activities:
Changes in operating assets, liabilities, deferred outflow of resources, and deferred

inflow of resources:
Due (to) from University of South Florida, net
Due (to) from USF Research Foundation, net
Accounts receivable
Financing receivable, net
Accounts payable

Net cash provided by operating activities

Supplemental disclosures of noncash capital, investing, and financing activities:
Accrued capital expenditures included in accounts payable and net Due (to) from USF

Amortization of bond premiums included in interest expense

Amortization of deferred outflows and inflows of resources on debt refundings

included in interest expense
Changes in fair value of the interest rate swap
Changes in equity investment

See accompanying notes to financial statements.
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$

2023 2022
13,614,172 14,511,576
(128,175) 27,104
(28,683) —
— 598
16,884,478 16,148,024
669 682
30,342,461 30,687,984
468,057 766,637
1,483,636 1,566,615
(148,372) (158,011)
2,890,900 7,374,344
— 1,544,379






USF FINANCING CORPORATION
(A Component Unit of the University of South Florida)

Notes to Financial Statements
Year ended June 30, 2023 and 2022

(2) Summary of Significant Accounting Policies

(@)

(b)

()

(d)

(e)

(f)

Basis of Presentation

The financial statements of the Financing Corporation conform to accounting principles generally
accepted in the United States of America as prescribed by GASB. The Financing Corporation §
financial statements are presented as a business type activity.

Basis of Accounting

The financial statements of the Financing Corporation have been prepared using the economic
resources measurement focus and the accrual basis of accounting in accordance with U.S. generally
accepted accounting principles. Accordingly, revenues are recognized when earned, and expenses are
recorded when an obligation has been incurred.

Cash and Restricted Cash and Cash Equivalents

The Financing Corporation considers all highly liquid investments with original maturities of

three months or less when purchased to be cash equivalents for purposes of the statements of cash
flows. The Financing Corporation considers all cash and highly liquid funds invested in money market
funds that are restricted for certain purposes to be restricted cash and cash equivalents.

Fair Value Measurement

The Financing Corporation categorizes its fair value measurements within the fair value hierarchy
established by U.S. generally accepted accounting principles. The hierarchy is based on the valuation
inputs used to measure the fair value of the asset or liability. Level 1 inputs are quoted prices in active
markets for identical assets or liabilities; Level 2 inputs are significant other observable inputs; and
Level 3 inputs are significant unobservable inputs.

Financing Receivables

The financing receivables represent amounts due from the Financing Corporation § related parties
(note 8) in accordance with various financing and other agreements relating to the use of capital assets
financed and constructed with debt proceeds. Payments are required for debt service and related
costs, as provided by the respective agreements. Financing receivables are recorded pursuant to
GASB Statement No. 87 (note 7).

Security Pledged to Counterparty

The Financing Corporation § interest rate swap agreement contains collateral provisions that require
the Financing Corporation to post collateral in the form of cash or securities (note 12). Pursuant to the
Financing Corporation § agreements with the University of South Florida, the University transfers any
required collateral to the Financing Corporation, and the Financing Corporation immediately transfers
the collateral to the counterparty § custodian.

17 (Continued)












(4)

USF FINANCING CORPORATION
(A Component Unit of the University of South Florida)

Notes to Financial Statements
Year ended June 30, 2023 and 2022

instruments within the scope of Statement 53, delaying the effective date for fiscal years beginning after
June 15, 2023. As earlier application was encouraged, the Financing Corporation closed a transaction to
modify the variable rate index on the Series 2012B Certificates of Participation from LIBOR to SOFR as a
substitute rate on March 22, 2023.

Cash, Restricted Cash and Cash Equivalents and Certificate of Deposit

All restricted cash and cash equivalents of the Financing Corporation are held with The Bank of New York
Mellon Trust Company, N.A. as Trustee (Trustee), Truist Bank, and Valley National Bank (Valley Bank),
and have been restricted in terms of permitted investments and uses in accordance with the master and
supplemental trust agreements between the Trustee and the Financing Corporation, and the loan
agreements between Truist Bank and the Financing Corporation and Valley National Bank and the
Financing Corporation (note 10). Restricted cash and cash equivalents totaled $67,730,279 which includes
restricted cash equivalents of $63,381,462 and restricted cash of $4,348,817 as of June 30, 2023. As of
June 30, 2022, restricted cash and cash equivalents totaled $43,779,711 which included restricted cash
equivalents of $37,835,445 and restricted cash of $5,944,266.

On November 8, 2021, the Financing Corporation purchased a 12-month certificate of deposit, bearing a
0.05% interest rate, from Truist Bank. The certificate of deposit matured on November 8, 2022 and was not
renewed. The proceeds of $3,774,075 were transferred to an account held with Truist Bank, which
increased the Financing Corporation § unrestricted cash balance. The certificate of deposit balance was $0
and $3,774,075 as of June 30, 2023 and 2022, respectively.

(a) Cash Deposits

Custodial credit risk. In the case of deposits, this is the risk that, in the event of a bank failure, the
Financing Corporation § deposits may not be returned. The Financing Corporation has adopted the
University Board of Trustees Investment Policy (the Investment Policy), which provides for custodial
credit risk. At June 30, 2023 and 2022, the Financing Corporation § bank balances are held in accounts
protected under Chapter 280, Florida Statutes in institutions classified as qualified public depositories.

(b) Cash Equivalents and Certificate of Deposit

Credit risk. Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The Investment Policy requires certificates of deposits to be highly rated and money
market funds to be registered with the Securities and Exchange Commission and highly rated, or First
Tier consistent with SEC Rule 2a-7 if not rated and being no-load funds. The Investment Policy
provides for credit risk. The risk varies depending on the type of investment.

At June 30, 2023, the Financing Corporation had the following investments with weighted average
maturities and quality ratings as follows:

Weighted Credit quality rating

average Standard &

maturity Moody’s Poor’s Fair value
Money market funds 11 days Aaa-mf AAAM $ 63,381,462

21 (Continued)









USF FINANCING CORPORATION

(A Component Unit of the University of South Florida)

Notes to Financial Statements
Year ended June 30, 2023 and 2022

Financing receivables for the years ended June 30, 2023 and 2022 were as follows:

Financing receivables due from University of South Florida $

Financing receivables due from University Medical Senice
Association

Financing receivables due from USF Health Professions
Conferencing Corporation

Financing receivables due from USF Research Foundation

Less current portion

2023 2022
217,192,003 221,634,425
40,750,000 43,275,000
10,383,626 11,449,585
26,805,248 28,032,565
295,130,877 304,391,575

(16,838,101)

(16,884,478)

278,292,776

287,507,097

The following is a schedule of future minimum payments due under the financing agreements, as of

June 30, 2023:

2024 $

2025
2026
2027
2028

+ + + + I+

Total minimum payments

Less amounts representing interest
New debt and project related increases
to financing receivables from current year

Financing receivable, net $

29,052,498
29,132,068
29,219,270
29,355,524
29,401,565
137,928,834
78,871,626
15,696,635
9,507,000

2

388,165,020

(100,657,923)

7,623,780

295,130,877

Pursuant to GASB 87, debt issuance costs, capitalized interest, and project costs associated with
transactions classified as financed sales of capital assets are recognized as additions to financing
receivables. The $7,623,780 above reflects such costs related to the USF Sarasota-Manatee Housing and
Student Center, which is being partially funded with the proceeds of the Series 2022 Housing Certificates.
When construction is complete and the building is placed in service, the capital asset will be available for

24
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USF FINANCING CORPORATION
(A Component Unit of the University of South Florida)

Notes to Financial Statements
Year ended June 30, 2023 and 2022

At June 30, 2023 and 2022, the net amount due to the USF Research Foundation was $0 and
$911,120, respectively, detailed as follows:

2023 2022

Equity contribution received from USF

Research Foundation for the capital

asset that has not yet been spent $ (28,683) (793,927)
Interest earned on Project Fund that will

be contributed to the capital asset 2 (117,193)
Transfer to from Project Fund to restore

required cushion 28,683 2

Net amount due (to) from USF Research
Foundation from Financing Corporation $ 2 (911,120)

(9) Fair Value Measurement

Fair value accounting guidance defines fair value as the exit price that would be required 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,
guoted 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 tUnobservable 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 § own assumptions
about factors that market participants would consider in pricing the asset or liability based on the best
information available in the circumstances.

28 (Continued)



USF FINANCING CORPORATION
(A Component Unit of the University of South Florida)

Notes to Financial Statements
Year ended June 30, 2023 and 2022

The valuation methodologies used for instruments measured at fair value are as follows:

() 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. The fair values of the interest rate swap agreements reflect
current interest rates and the current creditworthiness of the counterparties. Interest rate swap
agreements are classified within Level 2 of the valuation hierarchy (note 12).

The Financing Corporation § accounting policy is to recognize transfers between levels of the fair value
hierarchy on the date of the event or change in circumstances that caused the transfer. No transfers
have been made between Level 1, Level 2, or Level 3 during the fiscal years ended June 30, 2023 and
2022.

While the Financing Corporation believes its valuation methods are appropriate and consistent with
other market participants, the use of different methodologies or assumptions to determine the fair value
of certain financial instruments could result in a different estimate of fair value at the reporting date.

The following table presents the Financing Corporation § financial instruments carried at fair value as of
June 30, 2023, in accordance with the valuation hierarchy (as described above):

Level 1 Level 2 Level 3 Total
Liabilities:
Recurring:
Interest rate swaps $ 2 3,522,963 2 3,522,963
Total liabilities $ 2 3,522,963 2 3,522,963

The following table presents the Financing Corporation § financial instruments carried at fair value as of
June 30, 2022, in accordance with the valuation hierarchy (as described above):

Level 1 Level 2 Level 3 Total
Liabilities:
Recurring:
Interest rate swaps $ 2 6,413,863 2 6,413,863
Total liabilities $ 2 6,413,863 2 6,413,863

29 (Continued)



USF FINANCING CORPORATION
(A Component Unit of the University of South Florida)

Notes to Financial Statements
Year ended June 30, 2023 and 2022

(10) Long -Term Liabilities

Long-term liabilities of the Financing Corporation at June 30, 2023 include a mortgage loan payable, notes
payable, bonds payable, and certificates of participation payable. Long-term liabilities activity for the year
ended June 30, 2023 was as follows:

Amounts
Beginning Ending due within
balance Additions Deletions balance one year
Bonds payable $ 25,470,000 2 1,185,000 24,285,000 1,240,000
Certificates of participation payable 125,060,000 28,550,000 4,885,000 148,725,000 5,125,000
Direct borrowings and direct placements:
Mortgage loan payable 2,909,916 2 250,911 2,659,005 261,742
Notes payable 65,264,883 2 4,157,316 61,107,567 4,393,059
Certificates of participation payable 97,905,000 2 5,880,000 92,025,000 5,000,000
316,609,799 28,550,000 16,358,227 328,801,572 $ 16,019,801
Plus unamortized premium 8,083,713 1,448,953 1,483,636 8,049,030

Total long-term liabilities $ 324,693,512 29,998,953 17,841,863 336,850,602

Long-term liabilities of the Financing Corporation at June 30, 2022 include a mortgage loan payable, notes
payable, bonds payable, and certificates of participation payable. Long-term liabilities activity for the year
ended June 30, 2022 was as follows:

30 (Continued)










































USF FINANCING CORPORATION
(A Component Unit of the University of South Florida)

Notes to Financial Statements
Year ended June 30, 2023 and 2022

(11) General and Administrative Expenses

General and administrative expenses for the year ended June 30, 2023 and 2022 were as follows:

(12) Interest Rate Swap Agreements

The Financing Corporation has exclusively entered into pay-fixed “interest rate swap agreements to limit
its exposure to interest rate risk over the agreed term of the swap. The Financing Corporation has
effectively fixed the interest rate on its variable rate debt with interest rate swaps. At June 30, 2023 and
2022, the Financing Corporation had one outstanding interest rate swap agreement, the Series 2012B
swap agreement.

The notional amount of the swap matched the principal amount on the associated Series 2012B Housing
Certificates (note 10) through the scheduled termination date of the swap on July 1, 2037. Under the terms
of the swap agreement, the Financing Corporation pays the swap counterparty a semi-annual fixed interest
rate of 3.939% and receives monthly variable interest rate payments from the swap counterparty equal to a
defined variable rate index. On March 22, 2023, the Financing Corporation closed a transaction to modify
the variable rate index on the Series 2012B Certificates of Participation from 80% of LIBOR to 80% of
SOFR as a substitute rate. The transaction was completed well in advance of the discontinuance of LIBOR
as a benchmark index rate on June 30, 2023. Management negotiated with the bank holding the Series
2012B COPs to maintain the existing spread at 73 basis points. With SOFR § lower trading costs, the swap
counterparty will pay a small spread to the Financing Corporation, resulting in a slight benefit of 8.2 basis

44 (Continued)
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