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USF FINANCING CORPORATION AND
USF PROPERTY CORPORATION

Consolidated Statements of Financial Position

June 30, 2014 and 2013

Assets 2014 2013

Cash $ 2,641    2,641   
Restricted cash and cash equivalents 25,852,776    23,856,264   
Due from University of South Florida 43,961,210    27,386,266   
Due from Medical Services Support Corporation 3,064,824    5,029,480   
Accounts receivable 801    465   
Equity investment (207,632)   (249,110)  
Security pledged to counterparty 6,970,000    8,300,000   
Deferred charges, net of accumulated amortization of

$2,171,068 and $2,088,809, respectively 1,288,670    1,516,391   
Construction in progress 287,972    1,156,842   
Capital assets, net of accumulated depreciation of

$47,159,430 and $37,779,253, respectively 318,489,728    326,550,538   
Total assets $ 399,710,990    393,549,777   

Liabilities and Net Deficit

Liabilities:
Accounts payable $ 1,000    549,560   
Interest payable 5,972,825    6,007,307   
Due to Health Professions Conferencing Corporation 320,382    301,941   
Interest rate swaps payable 21,590,640    25,003,411   
Long-term notes payable 59,752,048    41,037,600   
Certificates of participation payable 312,279,086    320,896,427   

Total liabilities 399,915,981    393,796,246   

Net deficit:
Unrestricted net deficit (204,991)   (246,469)  

Total liabilities and net deficit $ 399,710,990    393,549,777   

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

Consolidated Statements of Cash Flows

Years ended June 30, 2014 and 2013

2014 2013
Operating activities:

Change in net assets $ 41,478    (234,202)  
Adjustments to reconcile change in net assets to net cash

(used in) provided by operating activities:
Amortization of deferred charges 82,259    96,153   
Deferred charges written off 338,062    938,212   
Depreciation of capital assets 9,380,177    9,280,031   
Net amortization of premiums and discounts on certificates of

participation (102,341)   (102,341)  
Change in fair value of interest rate swap (3,412,771)   (11,063,562)  
Change in interest in equity investment (41,478)   229,309   
Changes in operating assets and liabilities:

Due from University of South Florida (16,574,944)   6,203,758   
Due from Medical Services Support Corporation 1,964,656    1,934,902   
Accounts receivable (336)   39   
Accounts payable (548,560)   (3,560,595)  
Interest payable (34,482)   (63,226)  
Due to Health Professions Conferencing Corporation 18,441    257,171   

Net cash (used in) provided by operating activities (8,889,839)   3,915,649   

Investing activities:
Capital expenditures (450,497)   (6,110,135)  
Purchases of investments (108,413,219)   (106,441,777)  
Proceeds from sales or maturities of investments 106,416,707    107,840,115   

Net cash used in investing activities (2,447,009)   (4,711,797)  

Financing activities:
Deferred charges on debt issuances (192,600)   (137,340)  
Proceeds from issuances of long-term debt 82,505,000    158,100,000   
Principal paid due to refunding of debt (62,505,000)   (158,100,000)  
Principal paid on debt (9,800,552)   (9,071,405)  
Return of security pledged to counterparty 1,330,000    10,000,000   

Net cash provided by financing activities 11,336,848    791,255   

Change in cash and cash equivalents —     (4,893)  

Cash and cash equivalents, beginning of year 2,641    7,534   

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

Supplemental cash flow information:
Interest paid, net of amounts capitalized of $0 and $48,914,

respectively $ 15,448,692    13,716,170   
Supplemental disclosure of noncash transactions:

Transfer of furniture, fixtures, and equipment to the University of
South Florida $ —     290,324   

See accompanying notes to consolidated financial statements.





















USF FINANCING CORPORATION AND 
USF PROPERTY CORPORATION 

Notes to Consolidated Financial Statements 

June 30, 2014 and 2013 

(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 date 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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USF FINANCING CORPORATION AND 
USF PROPERTY CORPORATION 

Notes to Consolidated Financial Statements 

June 30, 2014 and 2013 

June 30
2014 2013

Carrying Fair value Carrying Fair value
Notes value (Level 2) value (Level 2)

Series 2005A Housing $ 31,728,828  31,619,880  34,325,920  34,624,551  
Series 2005C Housing 36,765,177  37,805,920  37,685,413  37,319,192  
Series 2010A Housing 2,545,081  2,743,260  2,860,094  3,036,172  
Series 2010B Housing 15,140,000  18,032,591  15,140,000  17,342,185  
Series 2003A Athletics 7,895,000  7,895,000  8,595,000  8,595,000  
Series 2012A Housing 88,425,000  88,425,000  89,125,000  89,125,000  
Series 2012B Housing 67,275,000  67,275,000  68,975,000  68,975,000  
Series 2013A Health 41,650,000  41,650,000  —  —  
Series 2013B Health 20,855,000  20,855,000  —  —  
Series 2006A Health —  —  42,815,000  42,815,000  
Series 2007 Health —  —  21,375,000  21,375,000  

Total $ 312,279,086  316,301,651  320,896,427  323,207,100  

 

Ground Lease Agreements 

For each of the above transactions, the Corporation entered into ground lease agreements with the 
University, whereby the University leased to the Corporation the land on which all of the facilities 
are located or will be located. All of the rights, title, and interest of the Corporation in the lease 
agreements, including the right of the Corporation to receive lease payments, to use, sell, and related 
properties, and to exercise remedies thereunder, and in the ground leases have been irrevocably 
assigned by the Corporation to the trustee or to the bank, pursuant to assignment agreements. 

All of the land on University campuses has been leased to the University by the State Board of 
Trustees of the Internal Improvement Trust Fund (IITF) for 99 years from January 22, 1974. 

With respect to the South Clinic Facility site, the University possesses a leasehold interest in the site, 
pursuant to a sublease dated as of March 15, 2006, between the University and Florida Health 
Science Center, Inc., d/b/a Tampa General Hospital, whereby Tampa General Hospital has subleased 
to the University the land on which the South Clinic Facility was constructed. The Financing 
Corporation has subleased the North Clinic Facility, the South Clinic Facility, and the Medical 
Office Building to MSSC, pursuant to individual office building lease agreements. 

With respect to the CAMLS facility site, the University acquired land in the central business district 
of downtown Tampa, Florida. The Financing Corporation has subleased the CAMLS facility to 
HPCC, pursuant to a facility lease agreement. 

All of the Notes and Certificates are subject to certain covenants and other commitments. As of 
June 30, 2014, the Corporation is in compliance with all of these covenants and commitments, to the 
best of management’s knowledge. The Board of Directors has adopted a written debt management 
policy. 
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USF FINANCING CORPORATION AND 
USF PROPERTY CORPORATION 

Notes to Consolidated Financial Statements 

June 30, 2014 and 2013 

(11) Interest Rate Swap Agreements 

The Corporation has four outstanding interest rate swap agreements. The Corporation has exclusively 
entered into “pay-fixed” interest rate swaps that effectively offset the variability in interest payments from 
changes in interest rates over the agreed term of the swap. The Corporation has fixed the interest rates on 
all but $12 million of its variable rate debt with interest rate swaps.  

The Board of Directors has adopted a written derivatives policy that prohibits the use of speculative types 
of swaps or derivatives. The Board of Directors has also adopted a written debt management policy that 
requires the Financing Corporation to engage only counterparties with ratings of “AA-” or better at the 
time the Corporation enters into the agreement. 

Risks associated with interest rate swaps include counterparty risk, termination risk, rollover risk, basis 
risks and tax event risk. The Corporation mitigates these risks through the use of monitoring systems, 
expert advisors, partnerships with experienced institutions, the requirement for strong counterparty credit 
ratings, contract provisions, and by actively monitoring market conditions. Pursuant to the terms of the 
swap agreements, in the absence of a default, only the Corporation has the right to terminate the swap 
contracts. 

In accordance with ASC 815, Derivatives and Hedging, the following table summarizes the Corporation’s 
outstanding interest rate swaps and the related fair values as of June 30, 2014 and 2013: 

Initial notional Outstanding
amount of amount of Initial term Fair value Fair value

Underlying bond issue Counterparty swap swap Effective date (yrs) Fixed rate June 30, 2014 June 30, 2013

Series 2012A Royal Bank of Canada $ 80,000,000  76,175,000  May 25, 2005 10  3.2195% $ (3,545,742) (5,644,385) 
Series 2013A Morgan Stanley 47,315,000  41,650,000  Mar 16, 2006 10  3.5780 (3,293,013) (4,419,131) 
Series 2012B Royal Bank of Canada 73,700,000  67,275,000  Sep 25, 2007 30  3.5520 (12,479,616) (12,303,146) 
Series 2013B Royal Bank of Canada 22,830,000  20,855,000  Nov 19, 2007 10  3.3970 (2,272,269) (2,636,749) 

Total $ 223,845,000  205,955,000  $ (21,590,640) (25,003,411) 

 

The fair value of the swap agreements is the estimated amount the Corporation would receive or pay to 
terminate the swap agreement as of the reporting date. Fluctuations in swap values are determined 
primarily by rises and falls in the level of market interest rates compared to the pay-fixed rates on the 
swaps over the remaining term of the swap. 

The unadjusted fair values of the Corporation’s swap agreements at June 30, 2014 and 2013, were 
$(22,114,817) and $(25,675,960), respectively. In accordance with ASC 820, Fair Value Measurements 
and Disclosures, these values are adjusted using third-party models to take into account current interest 
rates and the current creditworthiness of the counterparties. The credit value adjusted fair values of the 
Corporation’s swap agreements at June 30, 2014 and 2013, of $(21,590,640) and $(25,003,411), 
respectively, are included on the accompanying consolidated statements of financial position. The change 
in fair values of the Corporation’s swap agreements for the years ended June 30, 2014 and 2013, of 
$3,412,771 and $11,063,562, respectively, are included in the accompanying consolidated statements of 
activities and changes in net assets. 
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USF FINANCING CORPORATION AND 
USF PROPERTY CORPORATION 

Notes to Consolidated Financial Statements 

June 30, 2014 and 2013 

The interest rate swap agreements contain collateral provisions to mitigate counterparty credit risk. These 
collateral provisions apply to two of the Corporation’s four swap agreements: those relating to the Series 
2012A (refunded Series 2005B) and Series 2012B (refunded Series 2007) Housing Certificates. These 
swap agreements require the Corporation’s insurers to maintain claims paying ability of at least A3 by 
Moody’s Investors Service or A – by Standard & Poor’s. Both of the Corporation’s municipal bond 
insurers, Ambac Assurance Corporation and XL Capital Assurance, Inc., have been downgraded below this 
level. The policy provided by XL Capital Assurance, Inc. was terminated in March 2008 in connection 
with the conversion of the Series 2007 Housing Certificates. The policy provided by Ambac Assurance 
Corporation was canceled in October 2012 in connection with the refunding of the Series 2005B Housing 
Certificates. 

The collateral provisions of the interest rate swap agreements relating to the Series 2012A and Series 
2012B Housing Certificates were amended on October 1, 2012 to incorporate the long-term unenhanced 
rating of any Housing Certificates issued by the Corporation on a parity basis, which rating is required to 
be at least Baa1 by Moody’s Investors Service or BBB+ by Standard & Poor’s. 

The collateral provisions of the interest rate swap agreements relating to the Series 2012A and Series 
2012B Housing Certificates require the Corporation to post collateral, in the form of cash or securities, for 
the negative valuation exposure in excess of the $10 million minimum threshold level. As of June 30, 2014 
and 2013, the posted collateral was $6,970,000 and $8,300,000, respectively. These amounts are classified 
as security pledged to counterparty in the accompanying consolidated statements of financial position at 
June 30, 2014 and 2013. 

(12) Subsequent Events 

In connection with the preparation of the consolidated financial statements and in accordance with 
ASC 855, Subsequent Events, management has evaluated and reviewed the affairs of the Corporation for 
subsequent events that would impact the financial statements for the year ended June 30, 2014 through 
October 15, 2014, the date the consolidated financial statements were available for issuance. 

On August 19, 2014, the Financing Corporation concluded negotiations with Royal Bank of Canada and 
amended the interest rate swap agreement related to the Series 2007 Health Certificates to reflect the 
refunding of the Series 2007 Health Certificates with the issuance of the Series 2013B Health Certificates. 
The collateral provisions of the amended agreement require the Corporation to post cash or securities 
collateral totaling $1,000,000. The Financing Corporation posted $1,000,000 in cash with the bank’s 
custodian on September 4, 2014. This event does not impact the financial statements for the year ended 
June 30, 2014. 
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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 this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the Corporation’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 Corporation’s internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose. 

 

October 15, 2014  
Certified Public Accountants 
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