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Rationale

S&P Global Ratings raised its long-term rating on the Florida Division of Bond Finance's parking facility revenue bonds

and the University of South Florida Financing Corporation's (USFFC, a university component unit) Marshall Center

bonds, and its issuer credit rating (ICR) on the University of South Florida (USF) to 'AA' from 'AA-'. The outlook is

stable. We also revised our outlook to stable from positive and affirmed our 'A+' rating on housing certificates of

participation (COPs), issued by USFFC for USF.

The parking and Marshall Center bonds are secured by a fee charged to all students, which we view as an unlimited

student fee equivalent bond security, equivalent to the university's ICR. While the COPs are secured by lease

payments made by the USFFC from pledged revenues, this lease has a stipulated commencement date, is not

contingent on project completion, runs through the COPs final maturities, contains no annual appropriation or renewal

risk, and is not subject to abatement or set off. Therefore, we do not apply any notching from the unlimited student fee

equivalent ratings for the lease structure risks. The housing COPs are all on parity and secured by gross revenues of

the university's housing auxiliary system, which we view as a narrower pledge of revenues than the unlimited student

fee bonds and are therefore notched two below the 'AA' ratings. This housing revenue pledge includes all gross income

and revenues of facilities owned by USFFC. This includes the existing student housing facilities on both the Tampa

and St. Petersburg campuses, new series 2018 bond-financed 375-bed student housing and dining project on the St.

Petersburg campus, and a student center and structured parking facility on the St. Petersburg campus.

The raised ratings on the unlimited student-fee (USF)-equivalent pledges and ICR reflects our assessment of USF's

solid enterprise and financial profile characteristics, specifically stable enrollment, programmatic diversity, a

competent and well-credentialed management team, healthy financial trends, and ongoing operating support from a
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'AAA' rated state supportive of higher education. The university's profile is comparable with 'AA' rated peers. Despite a

material compression in its net adjusted operating performance (based on our calculations) in fiscal 2019, we expect

steady results in fiscal 2020. The university issued a modest amount of additional debt since June 30, 2019, totaling a

net $10 million including planned amortizations for fiscal 2020, which we have incorporated into our analysis.

The revised outlook on the housing bonds reflects our view of the system's modest annual debt service coverage

(DSC) and maximum annual debt service (MADS) coverage despite favorable student demand for university housing,

which supports a two-notch rating differential from the university ICR.

We assessed USF's enterprise profile as very strong, characterized by superior demand metrics, a capable

management team highly experienced in higher education, growing sponsored research, and good fundraising success.

We assessed USF's financial profile as very strong, characterized by sustained healthy full-accrual operating margins

(based on our calculations) in recent fiscal years notwithstanding a weaker net adjusted operating margin in fiscal 2019

due to spending for strategic initiatives, solid available resource ratios, recent modest debt issuances, and a very low

MADS burden. Combined, we believe these credit factors lead to an indicative stand-alone credit profile of 'AA' and a

long-term rating of 'AA'.

The 'A+' rating on the housing system debt reflects our view of the close connection between the auxiliary system and

the university, continued effective management of the system, and healthy reserve levels of $45 million. We expect

continued solid housing demand and occupancy, coupled with expense management and rental rate increases in

2019-2020 will generate gradually improved net MADS coverage based on our calculations.

The 'AA' rating reflects our assessment of USF's following strengths:

• Steady enrollment, large student body, and stellar demand characteristics bolstered by its comprehensive research

university status;

• Healthy full-accrual net adjusted operating surpluses with margins averaging 3.5% since fiscal 2014 (the university

posted a substantially weaker 0.4% net adjusted operating margin in fiscal 2019 and expects similar results in fiscal

2020 due to planned expenses for strategic priorities);

• Robust financial resources for a public university, with university cash and investments of $827.9 million as of June

30, 2019, equating to 51.9% of adjusted operating expenses of the university and 211.1% of total debt (university

and its direct-support organization (DSO)/component units), and adjusted unrestricted net assets (UNA) at 39.9% of

adjusted operating expenses and 162.6% of total debt (university and its DSO/component units);

• Consistent support from the state for higher education and the nation's second lowest in-state tuition rates; and

• Experienced management team and comprehensive governing policies, reflected in management's ability to react

quickly to the changing economy and operating environment.

The rating is partially offset by our view of the university's:

• Limited tuition and fee-raising flexibility imposed by the state legislature for several years, thus constraining one

important area of revenue generation for the university;

• Relatively low endowment per full-time equivalent (FTE) students compared with higher rated peers;
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• Increased competition with other large Florida public research universities because they vie for the same students

and state resources; and

• Aggressive debt structure with approximately 48% of total debt as of June 30, 2019, directly placed with banks,

although USF maintains ample same-day liquidity to fully cover this debt.

Using June 30, 2019, debt amounts, the university and its DSOs will have approximately $392.2 million of total debt.

The university recorded a capital lease payable for $233 million and recognized $221 million of property under capital

lease and leasehold improvements as a result of the change in the accounting relationship with USF Financing

Corporation. Of the total, unlimited student fees, secure a portion and revenues of the university's DSOs secure the

majority of outstanding debt. Because of an accounting change pertaining to the USFFC's transition from FASB to

GASB accounting, the university recorded approximately $224 million as capital leases payable on its statement of net

positon as of June 30, 2019. Corresponding, an equivalent amount was also shown as debt on USFFC's statement of

net positon as of June 30, 2019. We have accounted for this in our university debt-based ratios.

USF has a number of DSOs or component units like the USFFC. The USFFC supports the university by operating like a

conduit, which allows the university greater flexibility in managing and developing projects. At present, USFFC

manages a number of projects, including housing facilities, the Marshall Student Center, and various research, athletic

and medical facilities.

Founded in 1956, USF had a headcount enrollment of 50,927 for fall 2019, essentially flat with a comparable figure of

50,853 in fall 2018. The main (and largest) campus is in Tampa with additional campuses in St. Petersburg and

Sarasota. The university is the state's only urban-based research institution. It primarily competes with other large

public universities in the state, including the University of Central Florida, University of Florida (UF), and Florida State

University (FSU). The university recently received the "Preeminent State Research University" designation from the

Florida Board of Governors. This designation is held by only three Florida public universities (USF, FSU, and UF) in

the state and is expected to increase USF's state appropriations, which we view favorably. We understand the Florida

Excellence in Higher Education Act of 2018 requires the USF system, composed of its three campuses, to consolidate

into one solely accredited institution (currently, all three are separately accredited). Per management, consolidation

efforts are underway and must be completed by July 1, 2020. We will monitor developments and any effects, financial

or otherwise, on USF's operations and understand efforts remain on track so far with no operational disruption.

Outlook

The stable outlook reflects our expectation that during our two-year outlook period USF's enrollment and enterprise

profile characteristics will remain stable while the university sustains its financial performance. The stable outlook on

the housing system bonds reflects our expectation for incrementally improved MADS coverage, aided by modestly

growing university enrollment and favorable housing system occupancy levels.

Upside scenario

While unlikely in our outlook period, we could consider an upgrade to the unlimited student fee equivalent and

housing bonds if USF's enterprise and financial profile characteristics improve to levels comparable with higher rated
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peers, including continued improvement in fundraising, endowment, research and housing system occupancy remains

solid.

Downside scenario

We could consider a negative rating action within our outlook period if, contrary to management's expectations, USF's

enrollment and financial operations weaken relative to the rating category. Moreover, we could consider a negative

rating action on the housing system revenue bonds if key university credit metrics weaken, or housing MADS and

occupancy decline from current levels.

Enterprise Profile

Industry risk

Industry risk addresses the higher education sector's overall cyclicality and competitive risk and growth by applying

various stress scenarios and evaluating barriers to entry, levels and trends of profitability, substitution risk, and growth

trends observed in the industry. We believe the higher education sector represents a low credit risk when compared

with other industries and sectors.

Economic fundamentals

In our view, the university has limited geographic diversity with 83% of fall 2019 students coming from Florida.

Therefore, our assessment of USF's economic fundamentals is anchored by Florida's gross domestic product per

capita.

Market position and demand

USF has a solid enrollment base, solid demand, and good student quality. As of fall 2019, total headcount enrollment

was 50,927 or 41,852 FTE students, essentially flat from fall 2018 levels. About 73% of total fall 2019 headcount were

undergraduates. Over the past several years, enrollment has been flat-to-modestly growing, reflecting management's

goal of limiting FTE enrollment to approximately 40,000 given growing demand and capacity constraints. Transfer

student matriculates dropped from nearly 5,000 annually to 4,406 in fall 2019 despite robust matriculation agreements

across Florida higher education institutions. We consider swings in transfer students typical given the nature of this

student body. Graduate FTE declined by 2.5% in fall 2019 and non-traditional FTE declined by 1.8% compared with

fall 2018, while undergraduate FTE was slightly up by 0.7% versus fall 2018. Per management, it expects a continued

emphasis on increasing USF's graduate and professional programs with stable undergraduate enrollment.

Demand has incrementally improved over the past few years with good selectivity, relative to the university's peers. In

fall 2019, freshman selectivity was 42.5%, which despite weakening from 36.9% in fall 2018, is solid relative to USF's

peers. Freshmen retention was also a solid 90% in fall 2019, supported in part by good student quality, as measured by

the average entering class SAT score of 1286 and the average ACT score of 29--both well above the national average.

Management reports that fall 2019 was USF's best year in terms of student quality. The university has increased its

diversity by drawing from all parts of the state but, as a whole, remains primarily an in-state institution. We expect

steady enrollment and robust demand over our outlook period.

In general, Florida public universities are the second-lowest-priced higher education option in the U.S. After many
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years of double-digit in-state tuition growth, the past six years have shown flat tuition rates; the Florida resident tuition

costs are $6,410 and $23,446 (including room and board and fees) while the out-of-state costs are $17,324 and $34,360

(including room and board and fees), respectively. The current state leadership in Florida has held tuition rates steady

to maintain affordability, which we expect is likely to continue in the near term, constraining one key area of revenue

generation for USF. The tuition levels are modest relative to other state university systems and the cost remains

attractive to students, both in- and out-of-state.

There were two constitutional amendments (5 and 7) passed by the state's Constitution Revision Commission affecting

tuition and fees at Florida public universities. These amendments were approved by voters in the 2018 state election.

Amendment 5 requires a two-thirds vote instead of a simple majority by the Florida legislature to adopt any legislation

that increases or authorizes new state taxes or fees. The Florida legislature sets the undergraduate in-state tuition rate;

therefore, future increases to such tuition levels will require a two-thirds vote of each chamber of the legislature for

passage. Tuition is not pledged to any outstanding revenue bonds for USF or any other Florida public universities as

tuition may not be pledged pursuant to current Florida law. Amendment 7 requires a supermajority two-thirds vote

instead of a simple majority of the university board of trustees (nine of 13 members) or the Board of Governors (12 of

17 members) to raise, impose, or authorize any university fee if approval by such board or boards is required by

general law. This amendment will apply to certain fees that currently secure fee-secured debt at various Florida public

universities such as USF, specifically its student housing fees. Per management, the implementation of new fees or

increases to existing fees have typically been approved by unanimous or near unanimous votes of the required board

or boards. Also, the boards have covenanted in the documents authorizing debt to set fees at levels sufficient to cover

debt service and the amendment will not affect such covenants. In our view, these changes, while they do not weaken

our current assessment of university fee-secured debt strengths, impose a higher hurdle to approve increases to

existing fees and could make any future increases more stringent.

Fundraising

While the university is still quite young, it has more than 300,000 alumni; however, we understand that many alumni

have not yet reached their peak-giving years. Nevertheless, the university successfully completed a $1 billion

comprehensive campaign goal. This campaign was formally launched in 2009 and after attaining its initial goal in 2013,

raised its goal to $1 billion, which it successfully reached ahead of schedule in 2018 with $1.1 billion raised. We believe

solid fundraising is likely to bolster USF's institutional profile, and alleviate some of its capital funding needs in the

foreseeable future. The fiscal 2019 alumni participation rate of 12% exceeds the national average and is healthy given

USF's institutional tenure and relatively young alumni base. The foundation has consistently raised over $85 million in

gifts the past two fiscal years and much higher amounts (exceeding $100 million in campaign years), which we view as

a credit positive. Management reports it raised $111 million in fiscal 2019 (exceeding its $100 million goal) and its

fundraising goal is $100 million for fiscal 2020.

Management and governance

Following retirement of its longstanding president in 2019, who served in this role for 19 years, USF hired a higher

education veteran, Steven C. Currall, to this role effective July 1, 2019. He previously served as provost at Southern

Methodist University and held multiple roles at UC-Davis. We expect a smooth transition in this role with the new

president continuing the university's positive momentum in key strategic areas, including a successful execution of the
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ongoing consolidation of all three campuses into one. We will reassess management's expertise and progress toward

meeting strategic objectives under the new president in future reviews. The senior vice president of advancement,

announced his retirement effective Oct. 31, 2019, and a search is underway to fill this position. The university finance

and budgeting office personnel are seasoned and considered very competent by us.

A new Board of Trustees chair was elected given rotation of the previous incumbent who resigned to serve on the

state Board of Governors. Management will move its medical college and heart health institute to downtown Tampa,

with first classes starting Jan. 13, 2020, closer to the associated hospital, after a donor gifted a parcel of land to the

university for development. USF has funded this project with a combination of state appropriations and fundraising.

Over the same time, the Board of Trustees has been stable other than normal turnover. We believe that management is

quite capable, has a great deal of experience, and has satisfactory policies and practices relative to peers. We do not

expect material changes in management positions, practices, or policies in the near term. USF is nearing the end of its

current five-year 2013-2018 strategic plan and efforts to develop a new 2019-2024 plan are underway under its new

president. Management and the board do not expect any meaningful shifts in USF's strategic focus in the new plan.

Financial Profile

Financial management policies

The university has formal policies for real property, endowment spending, investments, derivatives and debt. It

operates according to a five-year strategic plan, which will be revised under leadership of USF's new president. Its

reserve policy is dictated by state statute, which requires all state universities to maintain a minimum of a 7%

operating budget reserve, with which it has historically complied. Cash and debt management functions are

centralized. The university meets standard annual disclosure requirements. The financial policies assessment reflects

our opinion that, while there may be some areas of risk, the organization's overall financial policies are not likely to

impair its future ability to pay debt service. Our analysis of financial policies includes a review of the organization's

financial reporting and disclosure, investment allocation and liquidity, debt profile, contingent liabilities, and legal

structure and a comparison of these policies with comparable providers.

Accounting change

We analyze the materiality, strategy, and funding of pension and other postemployment benefit (OPEB) plans

separately from our analysis of a university's long-term debt ratios or operating margin. Consequently, we may make

certain adjustments to the calculation of debt ratios or operating margin for colleges and universities with substantial

multiemployer cost-sharing defined-benefit pension and OPEB plans to separate out the net pension liability or

noncash expense accrual. In our view, these adjustments enhance analytical clarity from a credit perspective and

result in more comparable debt and operating metrics across accounting methods.

State appropriations

Florida has traditionally provided consistent support for higher education. Following substantial state operating

appropriation cuts in fiscal years 2012 and 2013, state operating appropriations for USF have increased in the past six

fiscal years and were up by what we consider a modest 1.4% to $426.6 million in fiscal 2019 compared with $420.6

million in fiscal 2018. State appropriations accounted for 26.7% of USF's fiscal 2019 adjusted operating revenues. The
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state also added a portion of performance-based funding based on a variety of metrics in fiscal 2014. USF has fared the

third-best amongst Florida public universities on metrics included in the performance-based funding and received

$79.6 million in performance-based funding in fiscal 2019, with a similar amount of $77.1 million expected for fiscal

2020. State operating appropriations are expected to modestly increase in fiscal 2020 to $430.8 million from fiscal

2019. Given USF's favorable enrollment trends, solid student outcomes, and its "Preeminent State Research

University" designation from the Florida Board of Governors, we expect continued solid levels of state performance

funds despite elimination of the bottom three concept for performance funding recently enacted by the state. Overall,

the portion of performance-based funding is still relatively modest when compared with total state operating

appropriations. For fiscal 2020, USF's total general revenue state appropriations are expected to be $364.2 million

compared with a higher $376.6 million in fiscal 2019.

Like many universities in Florida, state capital appropriations were cut significantly at USF. Although capital

appropriations have been low in the past several years, USF states it has received a meaningful portion of capital funds

from the state. We expect that capital funding will strengthen slightly over time, although the Florida leadership's

debt-averse stance will, we believe, limit the state's ability to fund capital projects beyond current levels in the near

term. The university notes that the state has committed to financing most of the cost of building its new medical

building in downtown Tampa with appropriations of approximately $110 million, most of which has been received as

of this date. Construction of the new facility started in 2017 with occupancy in January 2020, a slight delay from fall

2019 previously communicated to us. Management expects to meet increased project costs from fundraising, auxiliary,

and foundation support.

Financial operations

Operating performance has been consistently positive with solid revenue diversity relative to peers, which we consider

a credit strength. For fiscal 2019, including institutionally funded financial aid, state operating appropriations, interest

and dividend income, noncapital grants, noncapital donations, and federal and state student financial aid, total

adjusted operating revenues surpassed a record $1.6 billion, a slight increase from a corresponding figure in fiscal

2018. Total adjusted operating expenses, including institutionally funded financial aid, interest expense, a $15.7 million

difference between total OPEB contribution and expense related to the implementation of GASB 75, and a roughly

$26.6 million difference between total pension expenses and contributions under GASB 68, equaled $1.6 billion in

fiscal 2019. Fiscal 2019 full-accrual net adjusted operating performance resulted in a modest $6.4 million surplus, or a

0.4% net adjusted operating margin. Performance was substantially weaker than the prior fiscal year, wherein USF

posted an $88.6 million full-accrual net adjusted operating surplus (5.9% net adjusted operating margin). Management

projects similar to fiscal 2019 operating performance in fiscal 2020 given stable enrollment, increased revenues from

USF's diverse sources, and expense management.

Overall, we consider operating revenues diverse; in fiscal 2019, 35% of adjusted operating revenues came from

students (gross tuition and auxiliary sources); 26.7% from state operating appropriations; 26.2% from federal, state,

local and nongovernmental grants and contracts revenue; and the remainder from other support and investments. We

believe that this diversity is a key credit strength of the university and that the mix will remain stable.

USF expects to continue expanding its research capacity, particularly after the expansion of its health facility in

downtown Tampa. Approximately 68% of federal research grants are funded by the National Institutes of Health,
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which we believe could reduce its funding. However, management is working to diversify funding sources and has

received increased grants from the Department of Defense, among other agencies, in recent fiscal years. In Florida,

only the University of Florida receives more research grant funding than USF. In spite of national declines in federal

research funding, management believes various programs, including a new cybersecurity degree program, will

continue to generate research revenue to the university. We believe that research revenue will likely remain stable at

best given the more restrained federal environment since fiscal 2014. For fiscal 2019, USF reported a record $525.4

million in research contracts and grants up from $489.5 million in fiscal 2018 and it has improved its research rankings

among public universities nationwide. It is on the Carnegie list as one of 56 public research universities nationwide

classified as a Doctoral University with "Highest Research Activity."

Available resources

Available resource measures are what we consider solid and have grown in recent fiscal years which we consider a key

credit strength. Including its DSO's UNA, adding back amounts recognized as long-term OPEB liabilities of $513.7

million on USF's balance sheet, and a $191.9 million adjustment for GASB 68 pension liabilities, the university has

what we consider solid adjusted UNA of $636 million as of June 30, 2019, representing 39.9% of adjusted operating

expenses. Including $1.8 million of debt service reserve funds, adjusted UNA equaled 162.6% of debt (university and

DSO). As of the same date, cash and investments (excluding the DSOs) were $827.9 million, equal to 51.9% of adjusted

operating expenses and 211.1% of debt (university and DSO). We expect available resource levels in the next few

years to remain consistent with current ratios.

The $1.6 billion of cash and investments are made up of university and DSO operating funds, including an endowment

held by the foundation. The foundation endowment funds totaled $532.4 million as of June 30, 2019. The asset

allocation of the total long-term funds as of the same date was 35.3% domestic equity, 25.8% international equity,

21.7% cash and fixed income, and 17.2% alternative investments. We believe that the asset allocation is conservative

and liquid, providing the university with sufficient access to liquid resources if necessary. The investment policy

requires the allocation of investments to short-term operating portfolios first, which we believe supports our view that

USF has solid financial resources. USF's investment policy and investment committees govern all investments. The

university uses outside investment managers to manage individual portfolios.

Debt and contingent liabilities

The university entered into a public-private partnership (PPP) to build replacement and new-bed housing on the

Tampa campus. The total cost was $135 million and financed with 30% equity and 70% debt. The new housing was

built at limited cost to the university because the developer funded the entire project with its own equity and debt

under a PPP agreement. The "Village" project will replace 1,050 beds in the 55-year-old Andros complex. This project

consists of five residential buildings containing 2,171 beds total, recreation and dining buildings, retail spaces, a pool,

and other facilities. We understand both phases of this PPP have opened to students.

Approximately $188.8 million of total university and DSO debt as of June 30, 2019, is made up of directly placed bank

debt, which we consider contingent liabilities. While this debt structure is relatively aggressive, it is mitigated in our

opinion by the debt terms, which do not include cross-default provisions, financial covenants, or events of default

beyond nonpayment, which we view as conservative. We do not view the direct-purchase bonds as adding credit risk

to the university's debt profile as it has ample same-day liquid funds to fully cover these amounts in the event of an
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un-remedied event of default resulting in immediate acceleration.

S&P Global Ratings does not have an underlying rating (SPUR) on any of USF DSOs' synthetically fixed-rate debt,

other than the 2012 housing direct-placement bonds. As of June 30, 2019, the DSOs were a party to one interest rate

swap with RBC (the remaining two swaps were terminated since our last review). Only USF has the right to terminate

the swap. The fair value of the swap was a negative $12.9 million as of June 30, 2019, and $3.8 million of collateral was

posted. In our opinion, the university has ample available resources to cover this collateral posting amount. USF has

debt and derivative policies and continues to manage its complex debt and derivative portfolios successfully.

Housing system

The security for the housing system is a gross revenues pledge that provides sound annual DSC and which we view as

a solid pledge due to the size of the system with 4,892-bed capacity on two campuses in fall 2018 and an average

occupancy rate exceeding 94%. Tampa housing beds account for the vast majority (88.9% of this design capacity). Fall

2019 Tampa and St. Petersburg housing occupancy was 98% per management. The fiscal 2019 (unaudited) gross total

pledged housing system revenues of $44.8 million generated 3.2x annual DSC, which is in line with the pledge securing

the bonds. Net revenues of $19.9 million provide a sufficient 1.45x coverage of annual debt service, although a weaker

1.27x MADS coverage (MADS is $15.6 million in fiscal 2025). Management is budgeting for a similar 1.42x annual DSC

and 1.2x MADS coverage in fiscal 2020 and indicates an average 1.2% rental rate increase was approved for the

current 2019-2020 academic year following flat rates for several years.

Management has taken approximately 1,000 beds offline as it closed a housing complex to build a new one. As the

university's housing serves only a small percentage of its full-time undergraduates, we expect demand and occupancy

to remain solid. The comprehensive and multicampus nature of the housing revenues further supports the 'A+' rating.

The bond covenants require a look-back test to the previous year before USF can issue additional debt and the bonds

must be on parity. The covenants also require a pro forma test of the two fiscal years following project financing. In

addition, the covenants require that net revenues must exceed 110% of MADS plus 100% of operating expenses for

those years. Existing and pro forma revenues and expenses provide solid coverage to meet covenant requirements and

for MADS on a net basis.

Pension plans and other postemployment benefits

The university provides retirement benefits through two pension plans administered by the state of Florida--the Florida

Retirement System (FRS) and Health Insurance Subsidy (HIS). The state's pension-funded ratios exceed the S&P

Global Ratings-calculated average for all states, based on fiscal 2018 information available on state pension plans.

Management reports the university has been making the required employer contributions to its plans. As of June 30,

2019, the university reported an unfunded pension liability of $328.6 million for its proportionate share of the collective

net pension liability. It also offers pension benefits through defined-contribution plans--FRS Investment plan and

Optional Retirement Program. For additional details on the state's pension plans, see our Florida report published on

Sept. 20, 2019, on RatingsDirect.

USF offers OPEBs through the State Group Health Insurance Program, a defined-benefit plan, which it funds on a

pay-as-you-go basis. The university indicates it plans to continue to finance retiree health care benefits on a

pay-as-you-go basis from internal university funds and these liabilities are intended to amortize over a period not to
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exceed 30 years. The university implemented GASB 75 (Accounting and Financial Reporting for Postemployment

Benefits Other Than Pensions) in fiscal 2018, which required the reporting of its OPEB liability on its financial

statements – this reporting requirement does not fundamentally change the underlying obligation. This resulted in USF

recording what we consider a large OPEB liability and expense on its financial statements for fiscal 2018 and 2019 to

which we have applied certain analytical adjustments pursuant to our criteria. In our view, total university

contributions toward the OPEB plan equaled what we consider a very low 0.4% of total adjusted operating expenses in

fiscal 2019. We expect USF to continue managing OPEB liabilities without impairing its core operating performance

and available resources. Overall, we consider pension and OPEB contributions to be manageable as a percentage of

total adjusted operating expenses, and not financially constraining at this time.

University Of South Florida Enterprise And Financial Statistics

--Fiscal year ended June 30--

Medians for 'AA' rated public

colleges and universities

2020 2019 2018 2017 2018

Enrollment and demand

Headcount 50,927 50,853 50,784 49,811 MNR

Full-time equivalent 41,852 41,787 41,871 40,865 35,846

Freshman acceptance rate (%) 42.5 36.9 38.4 39.0 67.8

Freshman matriculation rate (%) 27.5 28.9 27.4 29.2 MNR

Undergraduates as a % of total

enrollment (%)

73.3 73.2 72.8 73.0 78.6

Freshman retention (%) 90.0 89.0 90.0 90.0 86.0

Graduation rates (six years) (%) 71.0 71.0 66.0 68.0 MNR

Income statement

Adjusted operating revenue ($000s) N.A. 1,600,454 1,595,447 1,472,728 MNR

Adjusted operating expense ($000s) N.A. 1,594,095 1,506,849 1,425,630 MNR

Net adjusted operating income ($000s) N.A. 6,359 88,598 47,098 MNR

Net adjusted operating margin (%) N.A. 0.40 5.88 3.30 1.50

Estimated operating gain/loss before

depreciation ($000s)

N.A. 77,528 141,186 96,180 MNR

Change in unrestricted net assets

(UNA; $000s)

N.A. (45,877) (378,913) 9,096 MNR

State operating appropriations ($000s) N.A. 426,591 420,566 387,160 MNR

State appropriations to revenue (%) N.A. 26.7 26.4 26.3 19.2

Student dependence (%) N.A. 35.0 35.0 37.5 39.7

Research dependence (%) N.A. 26.2 27.1 26.9 MNR

Endowment and investment income

dependence (%)

N.A. 0.6 0.9 0.7 1.4

Debt

Outstanding debt ($000s) N.A. 392,192 371,201 384,108 828,692

Proposed debt ($000s) N.A. 27,000 N.A. N.A. MNR

Total pro forma debt ($000s) N.A. 401,394 N.A. N.A. MNR

Pro forma MADS N.A. 32,773 N.A. N.A. MNR

Current debt service burden (%) N.A. 1.60 0.22 0.22 MNR
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University Of South Florida Enterprise And Financial Statistics (cont.)

--Fiscal year ended June 30--

Medians for 'AA' rated public

colleges and universities

2020 2019 2018 2017 2018

Current MADS burden (%) N.A. 1.46 0.20 0.21 3.50

Pro forma MADS burden (%) N.A. 2.06 N.A. N.A. MNR

Financial resource ratios

Endowment market value ($000s) N.A. 532,422 513,001 471,894 990,083

Related foundation market value

($000s)

N.A. 815,374 811,419 741,747 688,435

Cash and investments ($000s) N.A. 827,859 808,534 748,932 MNR

UNA ($000s) N.A. (211,717) (165,840) 213,073 MNR

Adjusted UNA ($000s) N.A. 636,044 624,405 608,515 MNR

Cash and investments to operations

(%)

N.A. 51.9 53.7 52.5 54.0

Cash and investments to debt (%) N.A. 211.1 217.8 195.0 168.3

Adjusted UNA to operations (%) N.A. 39.9 41.4 42.7 35.3

Adjusted UNA plus debt service

reserve to debt (%)

N.A. 162.6 168.7 158.9 97.8

Average age of plant (years) N.A. 11.6 13.6 13.7 13.0

OPEB liability to total liabilities (%) N.A. 29.1 37.0 19.1 MNR

N.A.--Not available. MNR--Median not reported. MADS--Maximum annual debt service. Total adjusted operating revenue = unrestricted revenue

less realized and unrealized gains/losses and financial aid. Total adjusted operating expense = unrestricted expense plus financial aid expense.

Net operating margin = 100*(net adjusted operating income/adjusted operating expense). Student dependence = 100*(gross tuition revenue +

auxiliary revenue) / adjusted operating revenue. Current debt service burden = 100*(current debt service expense/adjusted operating expenses).

Current MADS burden = 100*(maximum annual debt service expense/adjusted operating expenses). Cash and investments = cash + short-term

and long-term investments. Adjusted UNA = Unrestricted net assets + unrestricted net assets of the foundation. Average age of plant =

accumulated depreciation/depreciation and amortization expense.

Related Research

Criteria Guidance: Assessing U.S. Public Finance Pension And Other Postemployment Obligations For GO Debt, Local

Government GO Ratings, And State Ratings, Oct. 7, 2019

Ratings Detail (As Of January 7, 2020)

University of South Florida Fincg Corp aux (BAM)

Unenhanced Rating A+(SPUR)/Stable Affirmed

University of South Florida Fincg Corp rfdg certs of part (Usf Hsg Sys) (BAM) (SEC MKT)

Unenhanced Rating A+(SPUR)/Stable Affirmed

University of South Florida Fincg Corp BABs taxable aux sys (BAM)

Unenhanced Rating A+(SPUR)/Stable Affirmed

University of South Florida Fincg Corp COPs (BAM) (SECMKT)

Unenhanced Rating A+(SPUR)/Stable Affirmed

Many issues are enhanced by bond insurance.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JANUARY 7, 2020   12

Florida Division Of Bond Finance   University Of South Florida; Auxiliary - System; Public Coll/Univ - Unlimited
Student Fees



WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JANUARY 7, 2020   13

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com
(subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is
available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives. Rating-
related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not limited to, the publication
of a periodic update on a credit rating and related analyses.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or
availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use
of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS
OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY
SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Copyright © 2020 by Standard & Poor’s Financial Services LLC. All rights reserved.


	Research:
	Auxiliary Deck
	Rationale
	Outlook
	Upside scenario
	Downside scenario

	Enterprise Profile
	Industry risk
	Economic fundamentals
	Market position and demand
	Fundraising
	Management and governance

	Financial Profile
	Financial management policies
	Accounting change
	State appropriations 
	Financial operations
	Available resources
	Debt and contingent liabilities
	Housing system 
	Pension plans and other postemployment benefits

	Related Research 


