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EXECUTIVE SUMMARY  

Summary of Report on Financial Statements 

Our audit disclosed that the University’s basic financial statements were presented fairly, in all material 
respects, in accordance with prescribed financial reporting standards.  

Summary of Report on Internal Control and Compliance 

Our audit did not identify any deficiencies in internal control over financial reporting that we consider to be 
material weaknesses.  

The results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards issued by the Comptroller General of the United States.  

Audit Objectives and Scope 

Our audit objectives were to determine whether the University of South Florida and its officers with 
administrative and stewardship responsibilities for University operations had: 

 Presented the University’s basic financial statements in accordance with generally accepted 
accounting principles; 

 Established and implemented internal control over financial reporting and compliance with 
requirements that could have a direct and material effect on the financial statements; and 

 Complied with the various provisions of laws, rules, regulations, contracts, and grant agreements 
that are material to the financial statements. 

The scope of this audit included an examination of the University’s basic financial statements as of and for 
the fiscal year ended June 30, 2014.  We obtained an understanding of the University’s environment, 
including its internal control, and assessed the risk of material misstatement necessary to plan the audit of 
the basic financial statements.  We also examined various transactions to determine whether they were 
executed, in both manner and substance, in accordance with governing provisions of laws, rules, 
regulations, contracts, and grant agreements. 

An examination of Federal awards administered by the University is included within the scope of our 
Statewide audit of Federal awards administered by the State of Florida.   

Audit Methodology 

The methodology used to develop the findings in this report included the examination of pertinent 
University records in connection with the application of procedures required by auditing standards generally 
accepted in the United States of America and applicable standards contained in Government Auditing 
Standards issued by the Comptroller General of the United States. 
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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 opinions. 

Opinions 
In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to above present 

fairly, in all material respects, the respective financial position of the University of South Florida and of its aggregate 

discretely presented component units as of June 30, 2014, and the respective changes in financial position and, where 

applicable, cash flows thereof for the fiscal year then ended, in accordance with accounting principles generally accepted in 

the United States of America. 

Other Matter  
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that MANAGEMENT’S 

DISCUSSION AND ANALYSIS, SCHEDULE OF FUNDING PROGRESS – OTHER POSTEMPLOYMENT 

BENEFITS PLAN, and NOTES TO REQUIRED SUPPLEMENTARY INFORMATION, as listed in the table of 

contents, be presented to supplement the basic financial statements.  Such information, although not a required 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 required supplementary information 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 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

The management’s discussion and analysis (MD&A) provides an overview of the financial position and activities of 

the University for the fiscal year ended June 30, 2014, and should be read in conjunction with the financial statements 

and notes thereto.  The MD&A, and financial statements and notes thereto, are the responsibility of University 
management.  The MD&A contains financial activity of the University for the fiscal years ended June 30, 2014, and 

June 30, 2013. 

FINANCIAL HIGHLIGHTS 

The University’s assets totaled $1.5 billion at June 30, 2014.  This balance reflects a $107.5 million, or 7.6 percent, 

increase as compared to the 2012-13 fiscal year.  Liabilities increased by $51.9 million, or 18.1 percent, totaling 

$339.7 million at June 30, 2014, as compared to $287.7 million at June 30, 2013.  As a result, the University’s net 

position increased by $55.6 million, resulting in a year-end balance of $1.2 billion. 

The University’s operating revenues totaled $716.3 million for the 2013-14 fiscal year, representing a 4 percent 

increase over the 2012-13 fiscal year due mainly to increases in student tuition and fees and grants and contracts.  

Operating expenses totaled $1.1 billion for the 2013-14 fiscal year, representing an increase of 2.9 percent over the 

2012-13 fiscal year due mainly to an increase in compensation and employee benefits.  

Net position represents the residual interest in the University’s assets after deducting liabilities.  The University’s 

comparative total net position by category for the fiscal years ended June 30, 2014, and June 30, 2013, is shown in the 
following graph:  

Net Position 
(In Thousands) 
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The following chart provides a graphical presentation of University revenues by category for the 2013-14 fiscal year: 

Total Revenues 
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THE STATEMENT OF NET POSITION 

The statement of net position reflects the assets and liabilities of the University, using the accrual basis of accounting, 

and presents the financial position of the University at a specified time.  Assets less liabilities equals net position, 
which is one indicator of the University’s current financial condition.  The changes in net position that occur over 

time indicate improvement or deterioration in the University’s financial condition.  

The following summarizes the University’s assets, liabilities, and net position at June 30:   

Condensed Statement of Net Position at June 30 
(In Thousands) 

2014 2013

Assets
Current Assets 667,188$      524,010$      
Capital Assets, Net 798,818        836,909        
Other Noncurrent Assets 48,550          46,133          

Total Assets 1,514,556     1,407,052     

Liabilities
Current Liabilities 154,422        126,024        
Noncurrent Liabilities 185,244        161,704        

Total Liabilities 339,666        287,728        

Net Position
Net Investment in Capital Assets 740,607        769,948        
Restricted 129,910        89,584          
Unrestricted 304,373        259,792        

Total Net Position 1,174,890$    1,119,324$    
 

Current and noncurrent cash and investments for the University increased a total of $108.2 million between the two 

fiscal years primarily as a result of increases in State appropriations and unrealized investment gains.  In addition, 

amounts due from the State increased by $31.5 million, primarily due to the increase in State capital appropriations.  

Net capital assets decreased by $38.1 million, primarily due to the required transfer of capital assets of the former USF 
Polytechnic campus to the Florida Polytechnic Univer
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THE STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION 

The statement of revenues, expenses, and changes in net position presents the University’s revenue and expense 

activity, categorized as operating and nonoperating.  Revenues and expenses are recognized when earned or incurred, 
regardless of when cash is received or paid.   

The following summarizes the University’s activity for the 2013-14 and 2012-13 fiscal years: 

Condensed Statement of Revenues, Expenses, and Changes in Net Position 
For the Fiscal Years 

(In Thousands) 

2013-14 2012-13
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The following chart presents the University’s operating revenues for the 2013-14 and 2012-13 fiscal years: 

Operating Revenues 
(In Thousands) 

 

University operating revenues increased by $27.7 million, or 4 percent.  Student tuition and fees increased by 

$18.5 million due to growth in out-of-state and graduate student enrollment.  Grants and contracts increased by 

$10.3 million, due to new research grants and contracts from State and local and nongovernmental funding sources. 

Operating Expenses 

Expenses are categorized as operating or nonoperating.  The majority of the University’s expenses are operating 

expenses as defined by GASB Statement No. 35.  GASB gives financial reporting entities the choice of reporting 

operating expenses in the functional or natural classifications.  The University has chosen to report the expenses in 

their natural classification on the statement of revenues, expenses, and changes in net position and has displayed the 
functional classification in the notes to financial statements.  

The following summarizes the operating expenses by natural classifications for the 2013-14 and 2012-13 fiscal years: 

Operating Expenses 
For the Fiscal Years 

(In Thousands) 

2013-14 2012-13

Compensation and Employee Benefits 746,049$      698,128$      
Services and Supplies 216,966        233,135        
Utilities and Communications 26,134          26,085          
Scholarships, Fellowships, and Waivers 83,627          83,965          
Depreciation 50,689          52,280          
Self-Insurance Claims 2,419           505              

Total Operating Expenses 1,125,884$   1,094,098$   
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The following chart presents the University’s operating expenses for the 2013-14 and 2012-13 fiscal years: 

Operating Expenses 
(In Thousands) 

 

Total operating expenses increased by $31.8 million, resulting primarily from a $47.9 million increase in compensation 

and employee benefits offset by a $16.2 million decrease in services and supplies.  The increase in compensation and 

employee benefits was primarily due to salary increases and health care benefit and retirement contribution rate 

increases, as well as increases in the accruals for compensated absences and other postemployment benefits.  The 

decrease in services and supplies was primarily due to reductions in minor renovations as a result of increased funding 
for capital projects and reductions in minor projects funding. 

Nonoperating Revenues and Expenses 
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Total net nonoperating revenues increased by $77.8 million primarily attributed to an increase of $71.6 million in State 
noncapital appropriations.  

Other Revenues, Expenses, Gains, or Losses 

This category is mainly composed of State capital appropriations and capital grants, contracts, donations, and fees.  

The following summarizes the University’s other revenues, expenses, gains, or losses for the 2013-14 and 

2012-13 fiscal years: 

Other Revenues, Expenses, Gains, or Losses 
(In Thousands) 
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Capital Assets, Net at June 30 
(In Thousands) 

2014 2013

Land 14,785$     14,785$     
Construction in Progress 13,323      3,258        
Buildings 662,512     703,180     
Infrastructure and Other Improvements 36,773      43,333      
Furniture and Equipment 59,343      61,143      
Library Resources 4,852        3,811        
Property Under Capital Leases 191           
Works of Art and Historical Treasures 1,236        1,235        
Other Capital Assets 5,803        6,164        

Capital Assets, Net 798,818$   836,909$   
 

Additional information about the University’s capital assets is presented in the notes to financial statements. 

CAPITAL EXPENSES AND COMMITMENTS 

The University’s construction commitments at June 30, 2014, are as follows: 

Amount

Total Committed 64,493$  
Completed to Date (13,323)   

Balance Committed 51,170$  

(In Thousands)
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ECONOMIC FACTORS THAT WILL AFFECT THE FUTURE 

The University’s economic condition is closely tied to that of the State of Florida.  The budget adopted by the Florida 

Legislature for the 2014-15 fiscal year provided a 6 percent increase to State universities and introduced 
performance-based funding to the university funding model.  This increase translated to $43.7 million in additional 

University of South Florida Educational and General Funds.  As the Legislature and the Board of Governors further 

emphasize performance-based funding, USF’s focus on student success should result in additional appropriations. 

In addition to State funding, the University receives significant operating revenues from other sources including 

tuition and fees, other auxiliary operations and grants and contracts.  These operating revenues represent a large share 

of the general revenue budget, which mitigates the impact of economic factors through diversification. 

REQUESTS FOR INFORMATION 

Questions concerning information provided in the MD&A or other required supplemental information, and financial 
statements and notes thereto, or requests for additional financial information should be addressed to Jennifer 

Condon, CPA, Assistant Vice President and Controller, University of South Florida, 4202 East Fowler Avenue, 

ALN147, Tampa, Florida 33620-5800. 
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BASIC FINANCIAL STATEMENTS 

University Component
Units

ASSETS
Current Assets:

Cash and Cash Equivalents                    47,641,897



NOVEMBER 2014 REPORT NO. 2015-042 

 14 

University Component
Units

LIABILITIES (Continued)
Noncurrent Liabilities:

Bonds Payable $ 91,042,090$     
Certificates of Participation Payable 303,409,086
Capital Improvement Debt Payable 25,168,629        
Loans and Notes Payable 1,007,064        
Installment Purchases Payable 1,471,460        
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University

CASH FLOWS FROM OPERATING ACTIVITIES
Tuition and Fees, Net 265,234,393$  
Grants and Contracts                                      328,594,651    
Sales and Services of Educational Departments 58,849            
Sales and Services of Auxiliary Enterprises 111,552,055    
Interest on Loans and Notes Receivable 216,553          
Payments to Employees             (716,028,723)  
Payments to Suppliers for Goods and Services (241,166,632)  
Payments to Students for Scholarships and Fellowships (83,626,791)    
Payments on Self-Insurance Claims and Expenses (1,447,898)      
Loans Issued to Students (2,354,080)      
Collection on Loans to Students 2,421,099       
Other Operating Receipts 9,323,766       
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University

RECONCILIATION OF OPERATING LOSS
  TO NET CASH USED BY OPERATING ACTIVITIES
Operating Loss (409,581,269)$   
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Reporting Entity.  The University is a separate public instrumentality that is part of the State university system 

of public universities, which is under the general direction and control of the Florida Board of Governors.  The 

University is directly governed by a Board of Trustees (Trustees) consisting of thirteen members.  The Governor 

appoints six citizen members and the Board of Governors appoints five citizen members.  These members are 
confirmed by the Florida Senate and serve staggered terms of five years.  The chair of the faculty senate and the 

president of the student body of the University are also members.  The Board of Governors establishes the 

powers and duties of the Trustees.  The Trustees are responsible for setting policies for the University, which 

provide governance in accordance with State law and Board of Governors’ Regulations.  The Trustees select the 

University President.  The University President serves as the executive officer and the corporate secretary of the 

Trustees, and is responsible for administering the policies prescribed by the Trustees.  

Criteria for defining the reporting entity are identified and described in the Governmental Accounting Standards 

Board’s (GASB) Codification of Governmental Accounting and Financial Reporting Standards, Sections 2100 and 2600.  

These criteria were used to evaluate potential component units for which the primary government is financially 

accountable and other organizations for which the nature and significance of their relationship with the primary 

government are such that exclusion would cause the primary government’s financial statements to be misleading.  
Based on the application of these criteria, the University is a component unit of the State of Florida, and its 

financial balances and activities are reported in the State’s Comprehensive Annual Financial Report by discrete 

presentation. 

Blended Component Unit.  Although it is legally separate from the University, the Medical Professional Liability 

Self-Insurance Program is included within the University’s reporting entity as a blended component unit because 
the component unit provides services entirely to the University.  The Medical Professional Liability Self-Insurance 

Program was created in 1972 to provide medical professional liability, comprehensive general liability, hospital 

professional liability, and patient’s property liability covering faculty, staff, and students engaged in medical 

programs at the University.  Condensed financial statements for the University’s blended component unit are 

shown in a subsequent note.   

Discretely Presented Component Units.  Based on the application of the criteria for determining component 
units, the following affiliated organizations are included within the University reporting entity as discretely 

presented component units.  The University further categorizes its identified component units as direct-support 

organizations and a Faculty Practice Plan.  An annual audit of each discretely presented component unit’s 

financial statements is conducted by independent certified public accountants.  The annual audit report is 

submitted to the Auditor General and the Trustees.  Additional information on the University’s discretely 
presented component units, including copies of audit reports, is available by contacting the University Controller’s 

Office.  Condensed financial statements for the University’s discretely presented component units are shown in a 

subsequent note.  

Direct-Support Organizations.  The University’s direct-support organizations are provided for in Section 1004.28, 

Florida Statutes, and Board of Governors Regulation 9.011.  These legally separate, not-for-profit corporations 
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are organized and operated exclusively to assist the University to achieve excellence by providing supplemental 

resources from private gifts and bequests and valuable education support services.  The Statute authorizes these 
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The National Association of College and University Business Officers (NACUBO) also provides the University 

with recommendations prescribed in accordance with generally accepted accounting principles promulgated by 

GASB and the Financial Accounting Standards Board (FASB).  GASB allows public universities various reporting 

options.  The University has elected to report as an entity engaged in only business-type activities.  This election 
requires the adoption of the accrual basis of accounting and entitywide reporting including the following 

components: 

 Management’s Discussion and Analysis 

 Basic Financial Statements: 

 Statement of Net Position 

 Statement of Revenues, Expenses, and Changes in Net Position 

 Statement of Cash Flows 

 Notes to Financial Statements 

 Other Required Supplementary Information 

Basis of Accounting.  Basis of accounting refers to when revenues, expenses, and related assets and liabilities are 

recognized in the accounts and reported in the financial statements.  Specifically, it relates to the timing of the 

measurements made, regardless of the measurement focus applied.  The University’s financial statements are 
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the University’s policy to first apply the restricted resources to such programs, followed by the use of the 

unrestricted resources. 

The statement of revenues, expenses, and changes in net position is presented by major sources and is reported 

net of tuition scholarship allowances.  Tuition scholarship allowances are the differences between the stated 
charge for goods and services provided by the University and the amount that is actually paid by a student or a 

third party making payment on behalf of the student.  The University applied “The Alternate Method” as 

prescribed in NACUBO Advisory Report 2000-05 to determine the reported net tuition scholarship allowances.  

Under this method, the University computes these amounts by allocating the cash payments to students, 

excluding payments for services, on a ratio of total aid to the aid not considered third-party aid.  

The statement of cash flows is presented using the direct method in compliance with GASB Statement No. 9, 

Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and Governmental Entities That Use Proprietary Fund 

Accounting.  

Cash and Cash Equivalents.  Cash and cash equivalents consist of cash on hand and cash in demand accounts.  

University cash deposits are held in banks qualified as public depositories under Florida law.  All such deposits are 
insured by Federal depository insurance, up to specified limits, or collateralized with securities held in Florida’s 

multiple financial institution collateral pool required by Chapter 280, Florida Statutes.  Cash and cash equivalents 

that are externally restricted to make debt service payments, maintain sinking or reserve funds, or to purchase or 

construct capital or other restricted assets, are classified as restricted. 

Capital Assets.  University capital assets consist of land; construction in progress; buildings, infrastructure and 

other improvements; furniture and equipment; library resources; property under capital leases, works of art and 
historical treasures; and other capital assets.  These assets are capitalized and recorded at cost at the date of 

acquisition or at estimated fair value at the date received in the case of gifts and purchases of State surplus 

property.  Additions, improvements, and other outlays that significantly extend the useful life of an asset are 

capitalized.  Other costs incurred for repairs and maintenance are expensed as incurred. The University has a 

capitalization threshold of $5,000 for tangible personal property, and $100,000 for new buildings and other 
building improvements.  Depreciation is computed on the straight-line basis over the following estimated useful 

lives:  

 Buildings – 10 to 40 years, depending on construction  

 Infrastructure and Other Improvements  –  20 years 

 Furniture and Equipment – 3 to 20 years 

 Library Resources – 10 years 

 Property Under Capital Leases – 7 to 10 years 

 Other Capital Assets – 3 to 20 years 

 Works of Art and Historical Treasures  – 5 years  
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Noncurrent Liabilities.  Noncurrent liabilities include capital improvement debt payable, capital leases payable, 

estimated insurance claims payable, compensated absences payable, Federal advance payable, and other 

postemployment benefits payable that are not scheduled to be paid within the next fiscal year.  Capital 

improvement debt is reported net of unamortized premium or discount.  The University amortizes debt 
premiums and discounts over the life of the debt using the straight-line method. 

2. INVESTMENTS 

Section 1011.42(5), Florida Statutes, authorizes universities to invest funds with the State Treasury and State 

Board of Administration (SBA), and requires that universities comply with the statutory requirements governing 

investment of public funds by local governments.  Accordingly, universities are subject to the requirements of 
Chapter 218, Part IV, Florida Statutes.  The University’s Board of Trustees has adopted a written investment 

policy providing that surplus funds of the University shall be invested in those institutions and instruments 

permitted under the provisions of Florida Statutes. Pursuant to Section 218.415(16), Florida Statutes, the 

University is authorized to invest in the Florida PRIME investment pool administered by the SBA; 

interest-bearing time deposits and savings accounts in qualified public depositories, as defined in Section 280.02, 
Florida Statutes; direct obligations of the United States Treasury; obligations of Federal agencies and 

instrumentalities; securities of, or interests in, certain open-end or closed-end management type investment 

companies; Securities and Exchange Commission registered money market funds with the highest credit quality 

rating from a nationally recognized rating agency; and other investments approved by the University’s Board of 

Trustees as authorized by law.  Investments set aside to make debt service payments, maintain sinking or reserve 

funds, or to purchase or construct capital assets are classified as restricted. 

The University’s investments at June 30, 2014, are reported at fair value, as follows: 
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The University’s discretely presented component units’ investments at June 30, 2014, are reported at fair value as 

follows: 

Investment Type University of University of University of USF University USF Total
South Florida South Florida South Florida Financing Medical Health 
Foundation, Alumni Research Corporation Service Professions

Inc. Association, Foundation, Association, Conferencing
Inc. Inc. Inc. Corporation
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The following interest rate and credit risks apply to the University, Medical Professional Liability Self-Insurance 

Program and Research Foundation investments in debt securities, hedge funds, and mutual funds at 

June 30, 2014: 

Investment Type Weighted Fair
Average Moody's Standard Value

Maturities & Poor's

United States Treasury Securities (2) 2.54 Years (1) (1) 11,738,752$    
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Investment Type Fair AAA AA A Less Than A
Value or Not Rated

Mutual Funds:
  Bonds 8,442,465$    279,195$    605,886$  2,498,712$  5,058,672$    
  Money Market 1,344,180      1,034,547  309,633         

Total 9,786,645$    1,313,742$  605,886$  2,498,712$  5,368,305$    

Note:  (1) Rated by Standard & Poor's.

University of South Florida Research Foundation, Inc.
Quality Ratings (1)

 

Custodial Credit Risk:  Custodial credit risk is the risk that in the event of the failure of the counterparty, the value 

of investments or collateral securities in the possession of an outside party will not be recoverable.  Exposure to 
custodial risk relates to investments that are held by someone other than the University and not registered in their 

names.  Investments for the University are held in counterparty accounts as custodian.  The University investment 

policy provides for custodial credit risk.  All investments for the Medical Professional Liability Self-Insurance 

program are held in counterparty accounts as custodian. 

Concentration of Credit Risk:  Concentration of credit risk is the risk of loss attributed to the magnitude of the 
University’s investment in a single issuer.  The University, Medical Professional Liability Self-Insurance Program, 

and Research Foundation investment policies provide that the maximum amount that may be invested in the 

securities of an individual issuer not backed by the full faith and credit of the United States Government shall not 
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Loans and Notes Receivable.  Loans and notes receivable represent all amounts owed on promissory notes 

from debtors, including student loans made under the Federal Perkins Loan Program and other loan programs.  

Allowance for Doubtful Receivables.  Allowances for doubtful accounts, and loans and notes receivable, are 

reported based on management’s best estimate as of fiscal year-end considering type, age, collection history, and 
other factors considered appropriate.  Accounts receivable, and loans and notes receivable, are reported net of 

allowances of $12,955,970 and $2,836,772, respectively, at June 30, 2014.   

No allowance has been accrued for contracts and grants receivable.  University management considers these to be 

fully collectible.   

4. DUE FROM STATE 

This amount consists of $28,466,499 from Public Education Capital Outlay, $8,865,797 from Capital 

Improvement Fee Trust Fund, and $5,693,118 from lottery allocations due from the State to the University for 

construction of University facilities. 

5. DUE FROM AND TO COMPONENT UNITS/UNIVERSITY 

The $10,443,335 reported as due from component units consists of amounts owed to the University from the 
University of South Florida Research Foundation, Inc. ($6,193,218), for grant and special project-related revenue 

and administrative overhead rebate; from the USF Health Professions Conferencing Corporation ($2,714,550), 
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9. LONG-TERM LIABILITIES 

Long-term liabilities of the University at June 30, 2014,
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Compensated Absences Payable.  Employees earn the right to be compensated during absences for annual 

leave (vacation) and sick leave earned pursuant to Board of Governors regulations, University regulations, and 

bargaining agreements.  Leave earned is accrued to the credit of the employee and records are kept on each 

employee’s unpaid (unused) leave balance.  The University reports a liability for the accrued leave; however, State 
noncapital appropriations fund only the portion of accrued leave that is used or paid in the current fiscal year.  

Although the University expects the liability to be funded primarily from future appropriations, generally accepted 

accounting principles do not permit the recording of a receivable in anticipation of future appropriations.  At 

June 30, 2014, the estimated liability for compensated absences, which includes the University’s share of the 

Florida Retirement System and FICA contributions, totaled $69,561,459.  The current portion of the 
compensated absences liability, $5,963,383, is the amount expected to be paid in the coming fiscal year, and 

represents a historical percentage of leave used applied to total accrued leave liability.  

Federal Advance Payable.  Represents the University’s liability for the Federal Capital Contribution (advance) 

provided to fund the University’s Federal Perkins Loan pr
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presents multiyear trend information that shows whether the actuarial value of plan assets is increasing or 
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leased by the Foundation to the University Board of Trustees pursuant to a Master Operating Lease dated as of 

March 1, 2003, as amended by the First Amendment to Master Operating Lease dated December 1, 2005, each by 

and between the Foundation, as lessor, and the University Board, as lessee. 

For the Series 2003A Certificates, the Foundation has entered into a Master Ground Lease Agreement dated as of 
March 1, 2003, by and between the University Board of Trustees, as ground lessor, and the Foundation, as 

ground lessee. 

Certificates of Participation Series 2005A and Series 2012A (refunded Series 2005B Certificates).  On 

May 25, 2005, the USF Financing Corporation issued $47,995,000 Certificates of Participation Series 2005A and 

$92,250,000 Certificates of Participation Series 2005B.  The proceeds derived from the issuance of the certificates 
were used to: (1) finance the acquisition and construction of a housing and parking facility at the University of 

South Florida St. Petersburg campus; (2) pay certain expenses related to the issuance and sale of the 2005 

Certificates including the financial guaranty insurance policy premium; and (3) redeem the outstanding principal 

for the University’s prior housing facilities.  The Series 2005A fixed rate Certificates bear a true interest cost to 

maturity of 4.196 percent and mature in 2023. 

The Series 2005A and 2005B Certificates were issued pursuant to a Master Trust Agreement, dated as of 

May 1, 2005, as supplemented by the Series 2005 Supplemental Trust Agreement, dated as of May 1, 2005, by and 

among a Trustee, the USF Property Corporation, as lessor, and the USF Financing Corporation, as lessee. 

For the Series 2005A and Series 2005B Certificates, the USF Property Corporation has entered into a Ground 

Lease Agreement, dated as of May 1, 2005, with the University Board of Trustees whereby the University has 

leased to the USF Property Corporation the land on which the housing and parking facilities are located.  All of 
the rights, title, and interest of the USF Property Corporation in the Ground Lease Agreement, including the right 

of the USF Property Corporation to receive lease payments; to use, sell, and relet properties; and to exercise 

remedies thereunder, have been irrevocably assigned by the USF Property Corporation to the Trustee. 

The Series 2005B variable rate Certificates, which were largely hedged to limit the effect of changes in interest 
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related to the issuance and sale of the Series 2005C Certificates including the financial guaranty insurance policy 

premium.  The Series 2005C fixed rate Certificates have interest rates ranging from 4 to 5 percent and mature in 

2036. 

The Series 2005C Certificates were issued pursuant to a Master Trust Agreement, dated May 1, 2005, as 
supplemented by the Series 2005C Supplemental Trust Agreement, dated as of December 1, 2005, by and among 

a Trustee, the USF Property Corporation, as lessor, and the USF Financing Corporation, as lessee.  For the Series 

2005C Certificates, the USF Property Corporation has entered into a First Ground Lease Supplement, dated as of 

December 1, 2005, with the University Board of Trustees 
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interest of the USF Property Corporation in the Ground Lease Agreement, including the right of the USF 

Property Corporation to receive lease payments; to use, sell, and re-let properties; and to exercise remedies 

thereunder, have been irrevocably assigned by the USF Property Corporation to the Trustee. 

To provide credit enhancement for the Series 2006A Certificates, a counterparty issued and delivered to the 
Trustee two separate irrevocable direct-pay Letters of Credit pursuant to a Reimbursement Agreement by and 

among the counterparty, the USF Financing Corporation and the USF Property Corporation.  Under each of the 

Letters of Credit, the Trustee was entitled to draw up to an amount sufficient to pay 100 percent of the principal 

amount of the Series 2006A Certificates, plus interest, as applicable.  The USF Financing Corporation and the 

USF Property Corporation agreed in the Reimbursement Agreement to reimburse the counterparty for drawings 
made on either of the Letters of Credit and to make certain other payments to the counterparty.  The Letters of 

Credit were scheduled to expire on March 17, 2014. 

On September 3, 2013, the Series 2006A Certificates were redeemed with equal par amount proceeds from the 

issuance of the Series 2013A Certificates, directly purchased by the counterparty on this date.  The refunding of 

the Certificates was accounted for as an extinguishment of debt and the related unamortized original issuance 
costs were written off as of June 30, 2014.  The Series 2013A Certificates have an interest rate of 4.23 percent and 

mature in 2036. 

Certificates of Participation Series 2012B (refunded Series 2007 Certificates - Housing).  On 

September 25, 2007, the USF Financing Corporation issued $73,700,000 Certificates of Participation Series 2007 

(Housing).  The proceeds derived from the issuance of the certificates were used to: (1) finance the cost to 

acquire, construct, and equip a certain housing facility on the University’s Tampa campus; (2) to fund a capitalized 
interest account; and (3) to pay certain expenses related to the issuance and sale of the Series 2007 Certificates, 

including the financial guaranty insurance policy premium.  The Series 2007 variable rate Certificates (Housing), 

were hedged to limit the effect of changes in interest rates. 

The Series 2007 Certificates (Housing) were issued pursuant to a Master Trust Agreement, dated May 1, 2005, as 

supplemented by the Series 2007 Supplemental Trust Agreement, dated as of September 1, 2007, by and among a 
Trustee, the USF Property Corporation, as lessor, and the USF Financing Corporation, as lessee.  For the Series 

2007 Certificates (Housing), the USF Property Corporation has entered into a Ground Lease Agreement, dated as 

of September 1, 2007, with the University Board of Trustees whereby the University has leased to the USF 

Property Corporation the land on which the Magnolia Residence Hall is located.  All of the rights, title, and 

interest of the USF Property Corporation in the Ground Lease Agreement, including the right of the USF 
Property Corporation to receive lease payments; to use, sell, and re-let properties; and to exercise remedies 

thereunder, have been irrevocably assigned by the USF Property Corporation to the Trustee. 

The payment of regularly scheduled principal and interest on the Series 2007 Certificates were secured pursuant to 

a letter of credit issued by a counterparty.  The letter of credit was scheduled to expire on October 8, 2012.  On 

October 1, 2012, the Series 2007 Certificates (Housing) were redeemed with equal par amount proceeds from the 

issuance of the Series 2012B Refunding Certificates, directly purchased by the counterparty on this date.  The 
2012B Refunding Certificates have an interest rate of 4.35 percent and mature in 2037. 
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Certificates of Participation 2013B (refunded Series 2007 Certificates - Health).  On November 19, 2007, 

the USF Financing Corporation issued $22,830,000 Certificates of Participation Series 2007 (Health).  The 

proceeds derived from the issuance of the certificates were used to: (1) provide funds for the purpose of financing 

the acquisition, construction, installation and equipping of a medical office building located on the University’s 
Tampa Campus; (2) fund a Capitalized Interest Account; and (3) pay certain expenses related to the issuance and 

sale of the 2007 Certificates.  The Series 2007 variable rate Certificates (Health) were hedged to limit the effect of 

changes in interest rates. 

The Series 2007 Certificates (Health) were issued pursuant to a Master Trust Agreement, dated March 1, 2006, as 

supplemented by the Series 2007 Supplemental Trust Agreement, dated as of November 1, 2007, by and among a 
Trustee, the USF Property Corporation, as lessor, and the USF Financing Corporation, as lessee.  For the Series 

2007 Certificates (Health), the USF Property Corporation has entered into a Ground Lease Agreement dated as of 

November 19, 2007, with the University Board of Trustees whereby the University has leased to the USF 

Property Corporation interest in the lands on which the Medical Office Building is constructed.  The USF 

Financing Corporation has subleased the Medical Office Building to MSSC pursuant to a facility lease agreement, 
dated November 1, 2007. 

To provide credit enhancemen
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the gross interest rate which is 8.348 and 8.548 percent.  The Series 2010A Certificates mature in 2020 and the 

Series 2010B Certificates mature from 2021 to 2040. 

The Series 2010A and 2010B Certificates were issued pursuant to a Master Trust Agreement dated as of 

May 1, 2005, as supplemented by the Series 2010 Supplemental Trust Agreement, dated December 1, 2010, by 
and among a Trustee, the USF Property Corporation, as lessor, and the USF Financing Corporation, as lessee.  

For the Series 2010A and 2010B Certificates, the USF Property Corporation has entered into a Ground Lease 

Agreement, dated as of December 1, 2010, with the University Board of Trustees whereby the University has 

leased to the USF Property Corporation the land on which the Series 2010 Projects are located.  All of the rights, 

title, and interest of the USF Property Corporation in the Ground Lease Agreement, including the right of the 
USF Property Corporation to receive lease payments; to use, sell, and re-let property; and to exercise remedies 

thereunder, have been irrevocably assigned by the USF Property Corporation to the Trustee. 

Pursuant to a support agreement dated December 1, 2010, by and among the University of South Florida 

Foundation, Inc., the USF Property Corporation, and the USF Financing Corporation, the Foundation 

guaranteed to pay the deficiency between the principal and interest requirement on the Series 2010A and 2010B 
Certificates allocable to the student center portion and th



N
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negative valuation exposure in excess of the $10 million minimum threshold level.  As of June 30, 2014, the 

posted collateral was $6,970,000. 

The fair value of the swap agreements is the estimated amount the USF Financing Corporation would receive or 
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plan (Plan), with a Deferred Retirement Option Program (DROP), and a defined-contribution plan, referred to as 

the FRS Investment Plan (Investment Plan).  

Employees enrolled in the Plan prior to July 1, 2011, vest at six years of creditable service and employees enrolled 

in the Plan on or after July 1, 2011, vest at eight years of creditable service.  All vested members, enrolled prior to 
July 1, 2011, are eligible for normal retirement benefits at age 62 or at any age after 30 years of service, except for 

members classified as special risk who are eligible for normal retirement benefits at age 55 or at any age after 

25 years of service.  All members enrolled in the Plan on or after July 1, 2011, once vested, are eligible for normal 

retirement benefits at age 65 or any time after 33 years of creditable service, except for members classified as 

special risk who are eligible for normal retirement benefits at age 60 or at any age after 30 years of service.  
Members of both Plans may include up to 4 years of credit for military service toward creditable service.  The 

Plan also includes an early retirement provision; however, there is a benefit reduction for each year a member 

retires before his or her normal retirement date.  The Plan provides retirement, disability, death benefits, and 

annual cost-of-living adjustments.  

DROP, subject to provisions of Section 121.091, Florida Statutes, permits employees eligible for normal 
retirement under the Plan to defer receipt of monthly benefit payments while continuing employment with an 

FRS employer.  An employee may participate in DROP for a period not to exceed 60 months after electing to 

participate.  During the period of DROP participation, deferred monthly benefits are held in the FRS Trust Fund 

and accrue interest.  

As provided in Section 121.4501, Florida Statutes, eligible FRS members may elect to participate in the 

Investment Plan in lieu of the FRS defined-benefit plan.  University employees already participating in the State 
University System Optional Retirement Program or DROP are not eligible to participate in this program.  

Employer and employee contributions are defined by law, but the ultimate benefit depends in part on the 

performance of investment funds.  The Investment Plan is funded by employer and employee contributions that 

are based on salary and membership class (Regular Class, Senior Management Service Class, etc.).  Contributions 

are directed to individual member accounts, and the individual members allocate contributions and account 
balances among various approved investment choices.  Employees in the Investment Plan vest at one year of 

service.  
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Class  or Plan Percent of Gross Salary
Employee Employer

(A)

Florida Retirement System, Regular 3.00 6.95
Florida Retirement System, Senior Management Service 3.00 18.31
Florida Retirement System, Special Risk 3.00 19.06
Florida Retirement System, Plan E 6.25 11.44
Deferred Retirement Option Program - Applicable to 
  Members from All of the Above Classes 0.00 12.84
Florida Retirement System, Reemployed Retiree (B) (B)

Notes: (A)

(B)

Employer rates include 1.20 percent for the postemployment health
insurance subsidy. Also, employer rates, other than for DROP
participants, include .03 percent for administrative costs of the Investment
Plan.
Contribution rates are dependent upon retirement class or plan in which
reemployed.  

The University’s liability for participation is limited to the payment of the required contribution at the rates and 

frequencies established by law on future payrolls of the University.  The University’s contributions including 

employee contributions for the fiscal years ended June 30, 2012, June 30, 2013, and June 30, 2014, totaled 

$11,357,205, $11,699,049, and $15,440,866, respectively, which were equal to the required contributions for each 

fiscal year.  

There were 1,090 University participants in the Investment Plan during the 2013-14 fiscal year.  The University’s 

contributions including employee contributions to the Investment Plan totaled $4,647,019, which was equal to the 

required contribution for the 2013-14 fiscal year.  

Financial statements and other supplementary information of the FRS are included in the State’s Comprehensive 

Annual Financial Report, which is available from the Florida Department of Financial Services’ Web site 
(www.myfloridacfo.com).  An annual report on the FR
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payroll deduction, an amount not to exceed the percentage contributed by the University to the participant’s 

annuity account.  The contributions are invested in the company or companies selected by the participant to 

create a fund for the purchase of annuities at retirement.  

There were 3,212 University participants during the 2013-14 fiscal year.  The University’s contributions to the 
Program totaled $18,329,230 and employee contributions totaled $13,765,366 for the 2013-14 fiscal year.  

12. CONSTRUCTION COMMITMENTS 

The University’s construction commitments at June 30, 2014, are as follows: 

Project Description Total Completed Balance
Committed to Date Committed

USF Health Heart Institute 19,393,118$     1,503,333$       17,889,785$     
USF St. Petersburg College of Business 5,000,000        10,034             4,989,966        
USF Health Student Wellness Center 4,695,337        4,695,337        

Subtotal 29,088,455       1,513,367        27,575,088       
Other Projects (1) 35,404,240       11,809,463       23,594,777       

Total 64,492,695$     13,322,830$     51,169,865$     
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Pursuant to Section 110.123, Florida Statutes, University employees may obtain healthcare services through 

participation in the State group health insurance plan or through membership in a health maintenance 

organization plan under contract with the State.  The State’s risk financing activities associated with State group 

health insurance, such as risk of loss related to medical and prescription drug claims, are administered through the 
State Employees Group Health Insurance Trust Fund.  It is the practice of the State not to purchase commercial 

coverage for the risk of loss covered by this Fund.  Additional information on the State’s group health insurance 

plan, including the actuarial report, is available from the Florida Department of Management Services, Division of 

State Group Insurance.  

University Self-Insurance Program 

The Medical Professional Liability Self-Insurance Program provides medical professional liability, comprehensive 

general liability, hospital professional liability, and patient’s property liability covering faculty, staff, and students 
engaged in medical programs at the University of South Florida.   

The Program’s retained risks range from payments on tort claims limited to $200,000 per claim and $300,000 per 

occurrence to $3 million per occurrence for professional liability up to an aggregate of $10 million for all 

payments made on claims arising during the fiscal year.  Losses in excess of the individual and aggregate amounts, 

up to $15 million, are insured commercially.  Settled claims have not exceeded this commercial coverage in any of 

the past three fiscal years.   

The Program’s estimated liability for unpaid claims at fiscal year-end is the result of both management and 

actuarial analyses and includes an amount for claims that have been incurred but not reported.  Changes in the 

Program’s claim liability amount for the fiscal years ended June 30, 2013, and June 30, 2014, are presented in the 

following table:  

Fiscal Year Claims Liabilities 
Beginning of Year

Claims and 
Changes in 
Estimates

Claim Payments Claims Liabilities 
End Of Year

2012-13 18,367,327$       505,445$          (833,814)$        18,038,958$      
2013-14 18,038,958         2,419,350         (1,447,898)       19,010,410         

14. LITIGATION 

The University is involved in several pending and threatened legal actions.  The range of potential loss from all 

such claims and actions, as estimated by the University’s legal counsel and management, should not materially 

affect the University’s financial position.  

15. FUNCTIONAL DISTRIBUTION OF OPERATING EXPENSES 

The functional classification of an operating expense (instruction, research, etc.) is assigned to a department based 
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Parking Facility
Capital 

Improvement Debt

Operating Revenues 13,678,761$         
Depreciation Expense (1,547,728)            
Other Operating Expenses (8,576,268)            

Operating Income 3,554,765             

Nonoperating Revenues (Expenses):
Nonoperating Revenue 103,824                
Interest Expense (1,284,847)            
Other Nonoperating Expense (179,340)               

Net Nonoperating Expenses (1,360,363)            

Increase in Net Position 2,194,402             
Net Position, Beginning of Year 32,153,323           

Net Position, End of Year 34,347,725$         

Condensed Statement of Revenues, Expenses,
and Changes in Net Position

 

Parking Facility
Capital 

Improvement Debt

Net Cash Provided (Used) by:
Operating Activities 5,058,618$          
Capital and Related Financing Activities (3,883,469)           
Investing Activities (961,179)              

Net Increase in Cash and Cash Equivalents 213,970               
Cash and Cash Equivalents, Beginning of Year 3,084,635            

Cash and Cash Equivalents, End of Year 3,298,605$          

Condensed Statement of Cash Flows

 

17. DEFICIT NET POSITION – COMPONENT UNITS 

The University’s direct-support organization, Sun Dome, Inc., had a deficit net position of $157,770 at 

June 30, 2014.  This deficit balance can be attributed primarily to the commencement of contributions to the debt 
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corporation, whereby USFFC subscribed for and purchased shares of common stock of INTO USF.  USFFC 

funded its subscription to 50 percent of the issued shares of INTO USF on March 15, 2010.  

In the subscription agreement, USFFC represents and warrants that its acquisition of the shares was for 

investment purposes only and not for resale or distribution.  USFFC has accounted for this investment under the 
equity method of accounting, as it owns 50 percent of INTO USF’s outstanding shares and does not have control 

over INTO USF.  USFFC recognized 50 percent of INTO USF’s operating losses as of June 30, 2014, which 

were equal to $457,632. 

18. BLENDED COMPONENT UNIT  

The University has one blended component unit as discussed in note 1.  The following financial information is 
presented for the University’s blended component unit:  

Medical Professional University Eliminations Total
Liability Self-Insurance Primary

Program Government

Assets:
   Current Assets 6,751,165$                  660,436,596$    $ 667,187,761$      
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19.��DISCRETELY PRESENTED COMPONENT UNITS   

The University has nine discretely presented component units as discussed in note 1.  These component units 
comprise 100 percent of the transactions and account balances of the aggregate discretely presented component 
units’ columns of the financial statements.  The following financial information is derived from the most recently 
available audited financial statements for the component units: 

 



NOVEMBER 2014    REPORT NO. 2015-042 

UNIVERSITY OF SOUTH FLORIDA 



NOVEMBER 2014    REPORT NO. 2015-042 

UNIVERSITY OF SOUTH FLORIDA 
A COMPONENT UNIT OF THE STATE OF FLORIDA 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2014 
 
 

 49 



NOVEMBER 2014 REPORT NO. 2015-042 

UNIVERSITY OF SOUTH FLORIDA 
A COMPONENT UNIT OF THE STATE OF FLORIDA 
NOTES TO FINANCIAL  STATEMENTS  (CONTINUED ) 

JUNE  30, 2014 
 
 

 50 

20.��CURRENT UNRESTRICTED FUNDS 

The Southern Association of Colleges and Schools, which establishes the accreditation requirements for 
institutions of higher education, requires a disclosure of the financial position of unrestricted net position, 
exclusive of plant assets and plant-related debt, which represents the change in unrestricted net position.  To meet 
this requirement, statements of net position and revenues, expenses, and changes in net position for the current 
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21. SUBSEQUENT EVENTS 

On August 9, 2014, the USFFC concluded negotiations with the counterparty and amended the interest rate swap 

agreement related to the Certificates of Participation Series 2007 Health Certificates to reflect the refunding of the 

Series 2007 Health Certificates with the issuance of the Certificates of Participation Series 2013B.  The collateral 
provisions of the amended agreement require USFFC to post cash or securities collateral totaling $1,000,000.  The 

USFFC posted the $1,000,000 in cash with the counterparty’s custodian on September 4, 2014. 
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Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage

Actuarial Value of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets (1) (UAAL) Ratio Payroll Payroll
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1. SCHEDULE OF FUNDING PROGRESS – OTHER POSTEMPLOYMENT BENEFITS PLAN 

The July 1, 2013, unfunded actuarial accrued liability of $247,391,000 was higher than the July 1, 2011, liability of 

$230,266,000 primarily as a result of a lower than expected increase in retiree contribution rates, an implicit 

subsidy resulting from less than the full cost of coverage now being paid by participants in four HMO plans, 

changes in demographic data and assumptions, and certain trend assumptions.  
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AUDITOR GENERAL 
STATE OF FLORIDA 

G74 Claude Pepper Building 
111 West Madison Street 

Tallahassee, Florida 32399-1450 
 

The President of the Senate, the Speaker of the 
 House of Representatives, and the 
  Legislative Auditing Committee 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Report on the Financial Statements  

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 the University of South Florida, a component unit of the State of 
Florida, and its aggregate discretely presented component units as of and for the fiscal year ended June 30, 2014, and 

the related notes to the financial statements, which collectively comprise the University’s basic financial statements, 

and have issued our report thereon dated November 12, 2014, included under the heading 
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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 University’s financial statements are free of material 

misstatement, we performed tests of its compliance with certain provisions of laws, rules, 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.  

Purpose of this Report 

The purpose of the INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN 

AUDIT OF THE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS  is solely to describe the scope of our testing of internal control 

and compliance and the result of that testing, and not to provide an opinion on the effectiveness of the University’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 University’s internal control and compliance.  Accordingly, this report is not 

suitable for any other purpose.  

Respectfully submitted, 

  

David W. Martin, CPA 
Tallahassee, Florida 
November 12, 2014 

 




