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Annual comment on USF

Issuer profile
USF, a member of the State University System of Florida, is a large, comprehensive public
research university with total headcount enrollment of more than 50,000 students across its
Tampa, St. Petersburg, and Sarasota-Manatee campuses. The university, including its direct
support organizations and faculty practice plan, has a sizeable budget of over $2 billion.
USF Financing Corporation is a Direct Support Organization (DSO) organized in 2005 to
administer property for the benefit of USF. The Financing Corporation (USFFC) is presented
among other DSOs in the university’s annual financial statements as discretely presented
component units.

Credit overview
The University of South Florida's (Aa2 issuer rating) excellent credit profile incorporates its
strong market demand and ongoing prospects for modest enrollment growth as a well-run
comprehensive urban university. Credit quality also benefits from growing wealth fueled by
retained reserves and philanthropy as well as a strengthening research profile. The university
also benefits from strong state support from the State of Florida for operations and capital
as well as manageable financial leverage. These strengths are tempered by political limits on
tuition and fee pricing as well as a highly competitive environment for students and research
funding. The credit profile also acknowledges various limited revenue pledges for parking
(Aa3), student center (Aa3) and housing (A1) bonds, as detailed in Exhibit 5.

Exhibit 1

University of South Florida, FL 2

2015 2016 2017 2018 2019

Median: Aa2
rated public
universities

Total FTE Enrollment 39,794 40,865 41,871 41,700 41,852 41,700
Operating Revenue ($000) 1,184,258 1,256,366 1,310,670 1,392,145 1,387,854 1,635,474
Annual Change in Operating
Revenue (%)

6.9 6.1 4.3 6.2 -0.3 4.3

Total Cash and Investments ($000) 1,238,372 1,260,641 1,387,117 1,484,193 1,589,130 1,981,808
Total Debt ($000) 424,075 408,764 363,256 347,882 369,851 1,086,555
Spendable Cash and Investments to
Total Debt (x)

2.2 2.3 2.9 3.3 3.4 1.3

Spendable Cash and Investments to
Operating Expenses (x)

0.8 0.8 0.9 0.9 0.9 0.7

Monthly Days Cash on Hand 186 192 212 219 214 159
Operating Cash Flow Margin (%) 10.6 10.7 10.9 11.5 7.6 11.3
Total Debt to Cash Flow (x) 3.4 3.0 2.6 2.2 3.5 4.7
Annual Debt Service Coverage (x) 28 31 45 45 32 3.0
Source: Moody's Investors Service

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1214742
https://www.moodys.com/credit-ratings/Florida-State-of-credit-rating-600024224
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Market profile: USF's location in the Tampa-St. Petersburg-Clearwater metropolitan area, with strong demographic trends and a
relatively diverse economy combined with growing student demand from outside the state, position it for continued stable enrollment.
USF continues to limit undergraduate enrollment as it focuses on student success and has made positive strides, including improved
six-year graduation rates. Managed growth will focus on its strong graduate and professional programs. Given USF's solid enrollment
trends, we expect demand for its housing and parking facilities to remain strong.

» The university's strategic positioning is excellent and indicates favorable capacity to adjust to market changes over time.

» USF's expanded research enterprise benefits from diversified funding sources and the growing scope of USF Health. Grants and
contracts revenue grew a strong 23% from fiscal 2015 to 2019. Funding from the private sector remains strong, near federal funding
levels in fiscal 2019, diffusing potential pressure on federally sponsored research funding.

» Net tuition revenue weakened in fiscal 2019, down 2% from fiscal 2018, and net tuition per student of $7,655 has remained flat
since fiscal 2015.

» Pricing pressure will continue, impacted by state limits on price-setting as well as growing financial aid. The university's tuition
discount increased modestly to 43% in fiscal 2019 from 38% in fiscal 2015.

Exhibit 2

Managed enrollment increases and state limits on price-setting limit growth in student-driven revenue
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Operating performance: Solid fiscal oversight and the ability to manage expenses during periods of revenue pressure support
our expectation of continued positive operating performance. However, performance weakened in fiscal 2019 as expense growth
outpaced revenue growth, due to both tuition revenue pressure and increased personnel costs. Under leadership of a new president,
the university is currently engaged in a strategic budgeting process. USF has centralized budgeting authority and processes for its three
campuses and is further consolidating operations in other areas.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Exhibit 3

Fiscal 2019 operating cash flow margin is weaker than the median for similarly rated peers nationwide
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» The university's operating margin of 2.4% in fiscal 2019 decreased significantly from 7.6% in fiscal 2018 and is lower than the Aa2-
rated public university median of 3.3%.

» The operating cash flow margin of 7.6% in fiscal 2019 also declined from levels typcially in the 10%-11% range, partially impacted
by lower interest expense due to some accounting shifts. It is lower than the peer median, at 10.4%.

» The university's revenue streams are very diverse with 34% student charges and a material 31% from state appropriations, allowing
the university to more effectively respond to operating volatility in any one revenue stream.

» USF's strong results under the state's performance based funding and growth of graduate students have helped offset the impact of
the low to no tuition price increases for in-state undergraduate students.

Exhibit 4

Diverse revenue streams provide some ability to adjust to fluctuations in any one source
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Wealth and liquidity: A successful comprehensive fundraising campaign, which concluded in 2018 and raised over $1 billion,
combined with historically good cash flow from operations have bolstered USF's financial reserves, with total cash and investments
(including DSOs) approaching $1.6 billion at fiscal year end 2019. With capital investment funded through multiple sources, USF's
wealth growth has not been constrained by its ambitious capital plan with over $400 million of capital purchases over the last five
years, excluding capital purchases at the various discretely presented DSOs.

» Total cash and investments have expanded markedly by 28% to $1.6 billion in fiscal 2019 compared with $1.2 billion in fiscal 2015.

» Spendable cash and investments to operating expenses at 0.9x in fiscal 2019 highlights the university's moderate financial flexibility
and exceeds similarly rated peers with median spendable cash and investments to operating expenses of 0.7x.

» The university's very solid monthly days cash on hand of 214 days in fiscal 2019 has grown from 186 days in fiscal 2015. Also, it is
stronger than that of similarly rated peers with median monthly days cash on hand of 159 monthly days cash on hand.

» In addition to donor and state capital support, USF has established a framework for using public private partnerships as a way to
renew and develop capital assets to build competitiveness while limiting the use of debt. We anticipate the university will pursue
other projects through this mechanism, particularly housing.

Exhibit 5

Increasing reserves continue to exceed peer median
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Leverage: The university reports limited need for additional debt in the near term based on plans to utilize external funding sources
to meet a portion of its major capital program. University debt is fixed rate and amortizing, but it has exposure to various private
placement loans and some variable rate demand debt (16% of total debt), through its DSOs. Effective treasury management includes
oversight of direct placement bonds with gradual reduction of demand debt exposure over the last decade. Aggregate debt service for
fiscal 2019 was approximately $30 million, rising to $33 million in fiscal 2020.

Exhibit 6

USF and its DSOs have various limited revenue pledges securing rated bonds

Obligor Pledge Debt outstanding

2019

Coverage

Estimated 2020 

Coverage

USF Parking system net revenue, including mandatory fee $15 million 2.3x 1.9x

USF Financing Corporation Student center revenue, secured by a lien on revenue prior to payment of operating expenses $29 million 1.5x 1.4x

USF Financing Corporation Housing system gross revenue $195 million 1.4x 1.4x

Coverage indicates pledged revenue coverage of annual debt service
Source: Moody's Investors Service and Florida Division of Bond Finance
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» Spendable cash and investments to total debt of 3.4x in fiscal 2019 highlights strong coverage of debt from reserves. It rose
significantly from 2.2x in fiscal 2015 because of strengthening reserves and the university's amortizing leverage.

» Capital spending is strong at 2.3x in fiscal 2019 and has increased from 0.7x in fiscal 2015, reflecting growth in university's
investment in capital assets. Favorably, this does not include additional investment made via its DSOs.

» Total adjusted debt of $1.4 billion in fiscal 2019 compared to debt of $361 million reflects an extremely large pension obligation,
which may be a source of operating pressure over the long term.

Exhibit 7

Growing wealth provides healthy coverage of total debt
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Sector trends
We have a stable outlook for the US higher education sector through 2020. The stable outlook acknowledges that while business
conditions will remain difficult for a notable portion of the sector in the next 12-18 months, they will not deteriorate materially.
Relative stability in state funding, endowment income, and patient care revenue at academic medical centers will help offset continued
low growth in net tuition revenue. Comprehensive universities, both public and private, and wealthy, national liberal arts colleges
will continue to fare well over the outlook period, supported by strong brands and reputations, diversified enrollment and business
lines, and healthy reserves. Universities with comparatively low wealth and a higher concentration of tuition revenue will face more
difficulties.

Endnotes
1 The rating referenced in this report is the college's or university's seniormost public rating.

2 Definitions of the metrics in the Key Indicators table are available in the appendices of our most recently published Higher Education medians reports,
public university and private university. The appendices also provide additional metrics broken out by sector and rating category. We use data from a
variety of sources to calculate the medians, some of which have differing reporting schedules. Median data for prior years published in this report may
not match last year's publication because of data refinement and changes in the sample sets used, as well as rating changes, initial ratings, and rating
withdrawals. Median data represents the most recent published median data, which in some cases could be from the prior fiscal year.
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