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Report of Independent Auditor

The Board of Directors of
University of South Florida Foundation, Inc.
Tampa, Florida

Report on the Financial Statements

We have audited the accompanying financial statements of the University of South Florida Foundation, Inc. (the
“Foundation”), which comprise the statements of financial position as of June 30, 2017 and 2016, and the
related statements of activities and changes in net assets, cash flows and functional expenses for the years
then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with 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. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating 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
opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Foundation as of June 30, 2017 and 2016, and the changes in its net assets and its cash flows
for the years then ended in accordance with accounting principles generally accepted in the United States of
America.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we also have issued our report dated October 16, 2017 on
our consideration of the Foundation’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Foundation’s internal control over financial reporting and compliance.

Cﬂm%-- Lokl LLp

Tampa, Florida
October 16, 2017



University of South Florida Foundation, Inc.

Statements of Financial Position

June 30, 2017 and 2016

Assets

Cash and cash equivalents
Operating investment pool
Accrued investment receivable
Contributions receivable, net
Other receivables, net
Endowment investment pool
Remainder interest trusts
Funds held in trust by others
Books and art objects

Real estate held for resale
Land, buildings, equipment, and construction in progress, net
Total assets

Liabilities and net assets
Liabilities:
Accounts payable and accrued expenses
Mortgage payable
Annuities and life income trusts payable
Amounts due to third-party beneficiaries
Due to the University of South Florida, net
Total liabilities

Net assets:
Unrestricted net assets
Temporarily restricted net assets
Permanently restricted net assets

Total net assets

Total liabilities and net assets

See Accompanying Notes.

June 30

2017 2016
$ 803,271 $ 1,930,916
79,281,004 77,993,769
119,084 336,501
44,859,410 47,866,808
92,553 718,950
471,893,729 419,550,240
1,726,727 1,733,703
21,971,790 21,124,841
3,538,859 3,377,812
- 525,000
9,732,783 6,857,087

$ 634,019,210

$ 582,015,627

$ 1,443,613 $ 1,734,561
5,447,403 5,799,858
696,830 743,152
29,663,892 26,501,379
1,640,817 7,031,484
38,892,555 41,810,434
13,520,185 7,320,932
224,788,997 183,309,057
356,817,473 349,575,204
595.126,655 540,205,193

$ 634,019,210

§ 582,015,627




University of South Florida Foundation, Inc.

Statements of Activities and Changes in Net Assets

Year Ended June 30, 2017
Temporarily Permanently
Unrestricted Restricted Restricted Total

Revenues:

Contributions, gifts, and bequests $ 109,893 $ 29,867,198 $ 6,688,698 $ 36,665,789

Special events and fund-raising

activities 64,249 2,137,375 - 2,201,624

Investment (loss) income, net 13,104,839 50,513,553 324,144 63,942,536

University support and other 16,154,915 48,086 - 16,203,001

Net assets released from

restrictions 40,139,281 (40,139,281) — —

Total revenues 69,573,177 42,426,931 7,012,842 119,012,950
Expenses:

Program services 46,076,283 - - 46,076,283

Fundraising costs 9,968,163 - - 9,968,163

Operating costs 7,329,478 - - 7,329,478

Provision for uncollectible pledges - 399,045 163,084 562,129
Total expenses 63,373,924 399,045 163,084 63,936,053
Change in net assets before change in value

of split-interest agre e ments 6,199,253 42,027,886 6,849,758 55,076,897
Change in value of split-interest

agreements - (547,946) 392,511 (155,435)
Change in net assets 6,199,253 41,479,940 7,242,269 54,921,462
Net assets, beginning of year 7,320,932 183,309,057 349,575,204 540,205,193
Net assets, end of year $ 13,520,185 $ 224,788,997 $ 356,817,473 $ 595,126,655

See Accompanying Notes.



University of South Florida Foundation, Inc.

Statements of Activities and Changes in Net Assets (continued)

Revenues:
Contributions, gifts, and bequests
Special events and fund-raising
activities
Investment (loss) income, net
University support and other
Net assets released from
restrictions
Total revenues

Expenses:

Program services

Fundraising costs

Operating costs

Provision for uncollectible pledges
Total expenses

Change in net assets before change in value

of split-interest agreements
Change in value of split-interest
agreements

Change in net assets

Net assets, beginning of year
Net assets, end of year

See Accompanying Notes.

Year Ended June 30, 2016
Temporarily Permanently
Unrestricted Restricted Restricted Total

$ 364,660 $ 26,454,001 $ 9,366,023 § 36,184,684
59,034 2,297,297 - 2,356,331
7,674,156 (11,469,979) 169,625 (3,626,198)
13,275,572 106,553 - 13,382,125
38,640,880 (38,640,880) - -
60,014,302 (21,253,008) 9,535,648 48,296,942
45,546,250 - - 45,546,250
9,975,611 - - 9,975,611
6,719,733 - - 6,719,733

5,093 1,190,383 11,792 1,207,268

62,246,687 1,190,383 11,792 63,448,862
(2,232,385) (22,443,391) 9,523,856 (15,151,920)

- 411,381 (291,415) 119,966
(2,232,385) (22,032,010) 9,232,441 (15,031,954)
9,553,317 205,341,067 340,342,763 555,237,147

$ 7320932 § 183,309,057 $ 349575204 3 540,205,193




University of South Florida Foundation, Inc.

Statements of Cash Flows

Years Ended June 30, 2017 and 2016

Operating activities

Change in net assets $

Adjustments to reconcile change in net assets to net cash used in
operating activities:
Change in the provision for losses and discounts on contributions receivable
Contributions restricted for long-term investment
Loss on sale of land held for resale
Depreciation
Investment (gains) losses, net
Change in value of split-interest agreements
Impairment loss on real estate held for resale
Gift of land held for resale
Gift of books and art objects
Changes in assets and liabilities:
Contributions receivable
Accrued investment receivables and other receivables, net
Accounts payable and accrued expenses
Annuities and life income trusts payable
Amounts due to third-party beneficiaries
Due to the University of South Florida, net

Net cash used in operating activities

Investing activities

Proceeds from sales of real estate held for resale

Acquisition of buildings and improvements and construction in progress
Interest and dividends reinvested

Purchases of pooled investments

Proceeds from sales and maturities of pooled investments

Repayment of loans to the University of South Florida

Net cash provided by investing activities

Financing activities
Principal payments on mortgage payable
Proceeds from contributions restricted for long-term investment

Net cash provided by financing activities

Change in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year $

Supple mental disclosures of cash flow information

Cash payments for interest on mortgage payable $

See Accompanying Notes.

June 30
2017 2016
54,921,462 $ (15,031,954)
1,739,968 (1,216,103)
(7,717,706) (6,724,558)
56,959 -
60,231 21,101
(59,477,137) 7,553,215
155,435 (119,966)
- 75,000
(122,000) -
(161,047) (85,403)
1,267,430 389,466
937,821 (102,710)
(290,948) (886,038)
(895) -
(542,899) 402,495
(5,523,501) 4,576,592
(14,696,827) (11,148,863)
590,041 -
(2,935,927) (194,471)
(4,465,398) (3,927,016)
(186,746,597) (124,119,370)
199,628,979 133,945,710
132,833 127,579
6,203,931 5,832,432
(352,455) (343,562)
7,717,706 6,724,558
7,365,251 6,380,996
(1,127,645) 1,064,565
1,930,916 866,351
803,271 § 1,930,916
148,026 § 157,148
6



Program services:
Salaries and other supplements
Community relations
Travel and per diems
Meals and Entertainment
Supplies and Equipment
Scholarships and awards
Conferences and seminars
University services
Postage, Printing and Publication
Books and journals
Building repair and maintenance
Service and independent contractors
Insurance, licenses, taxes, and assess ments
Depreciation
Alumni Association financial support
Interest Expense
Other costs

Other expenses:

Provision for uncollectible pledges

Total

See Accompanying Notes.

University of South Florida Foundation, Inc.

Statements of Functional Expenses

Year Ended June 30, 2017
USF USF Total
USF Tampa  St. Petersburg Sarasota-Manatee Program Fundraising Operating Total
Campus Campus Campus USF Health Services Costs Costs Expenses
$ 13,385,815 $ 274,869 $ 172,552 $§ 6,952,648 $ 20,785,884 $ 8,069,309 $ 5,909,262 $ 34,764,455
334,683 33,205 20,595 103,241 491,724 275,929 - 767,653
560,223 50,400 14,070 267,854 892,547 97,901 22,306 1,012,754
1,118,449 37,852 61,660 237,814 1,455,775 433,699 34,655 1,924,129
883,011 62,047 20,178 375,455 1,340,691 79,101 46,144 1,465,936
5,873,714 397,984 321,632 1,736,918 8,330,248 - - 8,330,248
189,460 22,956 2,888 210,134 425,438 27,107 11,592 464,137
3,149,520 229,744 287,745 623,931 4,290,940 2,604 182,400 4,475,944
446,749 10,174 993 117,569 575,485 221,877 27,529 824,891
389,456 11,160 3,697 35,321 439,634 2,818 655 443,107
1,777,284 804 9,452 78,158 1,865,698 5,056 45,856 1,916,610
3,793,002 158,585 62,253 269,786 4,283,626 164,421 745,660 5,193,707
72,676 - - 60,284 132,960 - 161,172 294,132
21,101 39,130 - - 60,231 - - 60,231
- - - - - 581,767 - 581,767
- 148,026 - - 148,026 - - 148,026
437,574 1,430 2,448 115,924 557,376 6,574 142,247 706,197
32,432,717 1,478,366 980,163 11,185,037 46,076,283 9,968,163 7,329,478 63,373,924
317,330 2,153 30,486 212,160 562,129 - - 562,129
$ 32,750,047 $ 1,480,519 $ 1,010,649 $ 11,397,197 $ 46,638,412 $ 9,968,163 $ 7,329,478 $ 63,936,053




University of South Florida Foundation, Inc.

Statements of Functional Expenses (continued)

Year Ended June 30, 2016
USF USF Total
USF Tampa  St. Petersburg Sarasota-Manatee Program Fundraising Operating Total
Campus Campus Campus USF Health Services Costs Costs Expenses
Program services:
Salaries and other supplements $ 15,215,389 $ 200,498 $ 155,740 $ 8,262,355 $§ 23,833,982 $ 8,153,085 $ 5175561 $ 37,162,628
Community relations 409,513 28,034 9,959 64,925 512,431 319,239 43,752 875,422
Travel and per diems 641,703 53,479 30,321 310,257 1,035,760 114,227 41,937 1,191,924
Meals and Entertainment 1,203,934 75,965 49,372 229,969 1,559,240 141,013 100,534 1,800,787
Supplies and Equipment 999,147 64,427 28,172 856,249 1,947,995 112,802 113,053 2,173,850
Scholarships and awards 5,790,088 451,276 186,711 1,581,094 8,009,169 - - 8,009,169
Conferences and seminars 403,148 17,399 21,756 210,403 652,706 38,015 45,102 735,823
University services 1,094,287 45,000 5,299 155,575 1,300,161 2,384 127,295 1,429,840
Postage, Printing and Publication 508,865 10,873 3,504 107,904 631,146 223,392 50,355 904,893
Books and journals 156,044 462 914 3,951 161,371 - — 161,371
Building repair and maintenance 757,139 — 56,150 159,199 972,488 2,305 66,021 1,040,814
Service and independent contractors 3,757,547 137,851 33,536 297,593 4,226,527 233,602 577,217 5,037,346
Insurance, licenses, taxes, and assessments 55,686 — - 5,831 61,517 - 320,220 381,737
Depreciation 21,101 - — — 21,101 — - 21,101
Alumni Association financial support — — - - — 623,777 - 623,777
Interest Expense - 157,148 — — 157,148 — - 157,148
Other program costs 319,640 5,178 8,340 130,350 463,508 11,770 58,686 533,964
31,333,231 1,247,590 589,774 12,375,655 45,546,250 9,975,611 6,719,733 62,241,594
Other expenses:
Provision for uncollectible pledges 817,643 5,993 5,105 378,527 1,207,268 - - 1,207,268
Total $ 32,150,874 $ 1,253,583 $ 594,879 $ 12,754,182 $ 46,753,518 $ 9975611 $ 6,719,733 $ 63,448,862

See Accompanying Notes.



University of South Florida Foundation, Inc.

Notes to Financial Statements

June 30, 2017 and 2016

1. Summary of Significant Accounting Policies
Organization

The University of South Florida Foundation, Inc. (the Foundation) serves as the official legal
conduit for the acceptance, investment, and distribution of private gifts in support of the
activities and programs of the University of South Florida System (the University or
USF), which includes the colleges, campuses, health, athletics, and other appropriate
University-related units.

Basis of Presentation

The accompanying financial statements of the Foundation have been prepared on the accrual
basis of accounting and are prepared under the guidance of Accounting Standards Codification
No. 958-205 (ASC 958-205), Presentation of Financial Statements.

Net assets and revenues, expenses, gains, and losses are classified based on the existence or
absence of donor-imposed restrictions. In the accompanying financial statements, net assets that
have similar characteristics have been combined into similar categories as follows:

* Permanently Restricted — Net assets subject to donor-imposed stipulations that they be
maintained permanently by the Foundation. Generally, the donors of these assets permit
the Foundation to use all or part of the investment return on these assets. Such assets
primarily include the Foundation’s permanent endowment funds.

* Temporarily Restricted — Net assets whose use by the Foundation is subject to
donor-imposed stipulations that can be fulfilled by actions of the Foundation pursuant to
those stipulations or that expire by the passage of time.

* Unrestricted — Net assets that are not subject to donor-imposed stipulations. Unrestricted
net assets may be designated for specific purposes by action of the Foundation Board,
including quasi-endowments, or may otherwise be limited by contractual agreements
with outside parties.

Expenses are reported as decreases in unrestricted net assets with the exception of the provision
for uncollectible pledges which is captured in the classification of the associated pledge. When a
donor restriction expires, that is, when a stipulated time restriction ends or a purpose restriction
is accomplished, temporarily restricted net assets are released from restrictions to unrestricted net
assets and reported in the statements of activities and changes in net assets as net assets released
from restrictions.



University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

1. Summary of Significant Accounting Policies (continued)
Contributions, Gifts, and Bequests

In accordance with Accounting Standards Codification No. 958 (ASC 958), Not-for-Profit
Entities, the Foundation accepts financial and nonfinancial assets from donors on behalf of USF
to which it is financially interrelated and recognizes the fair value of the assets received as
contributions. Contributions are recognized as revenues in the period received and are recorded
at their estimated fair value on the date of contribution. The Foundation reports gifts of financial
or nonfinancial assets as restricted support if they are received with donor stipulations that limit
the use of the donated assets. For the years ended June 30, 2017 and 2016, the Foundation
recognized $1,273,824 and $443,060, respectively, in in-kind contributions on behalf of USF
within contributions, gifts and bequests on the accompanying statements of activities and
changes in net assets. These amounts are also reflected as program service expenses on the
accompanying statements of activities and changes in net assets for the transfer of the in-kind
contributions to the University.

The Foundation reports gifts of land, buildings, and equipment as unrestricted contributions
unless explicit donor stipulations specify how the donated assets must be used. Gifts of long-
lived assets with explicit restrictions that specify how the assets are to be used and gifts of cash
or other assets that must be used to acquire long-lived assets are reported as restricted support.
Absent explicit donor stipulations about how long those long-lived assets must be maintained,
the Foundation reports expirations of donor restrictions as net assets released from restrictions on
the statements of activities and changes in net assets when the donated or acquired long-lived
assets are placed in service.

In the event a donor makes changes to the nature of a gift that affect its classification among the
net asset categories, such amounts are reflected as net assets released from restrictions in the
revenues section of the statements of activities and changes in net assets.

Cash and Cash Equivalents

The Foundation considers all highly liquid investments with original maturities of three months

or less when purchased to be cash and cash equivalents except for balances included in the
pooled investments.

10



University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

1. Summary of Significant Accounting Policies (continued)
Pooled Investments

The Foundation has created two pools for the investment of funds on a consolidated basis. The
endowment pool employs a long-term investment strategy ideal for the perpetual nature of
endowments. The operating pool was created to provide liquidity and be a source of funds to
meet planned or anticipated expenses for current operations. Investments are carried at fair value
based on published quotations from the national exchanges or over-the-counter market, or by
utilizing net asset value as a practical expedient, except for alternative investments, which are
discussed further in Note 4.

Gifts of investments are recorded at their fair value (based upon quotations or appraisals) at date
of gift. Except for investments that are not readily marketable or are held separately for specific
reasons, all gifts of investments are liquidated and invested in accordance with the donor’s intent.

Gifts that are invested in the endowment pool are assigned units of participation in the pool
based upon their market value on the date of gift and the most recently determined unit market
value for the existing units of participation. Subsequent allocations of annual income of the
endowment pool are based upon the number of units of participation. Distributions are based
upon the spending policy approved by the Foundation Board and follow the total return concept
of utilizing both income and realized and unrealized gains. The market value of the units of
participation is calculated monthly.

Investment income (including interest and dividends and realized and unrealized gains and
losses) is reflected in the accompanying statements of activities and changes in net assets.
Purchases and sales of investments are recorded on a trade-date basis. The cost of investments
sold is determined using the specific-identification method.

Investment earnings are recorded on the accrual basis. Net earnings (including realized and
unrealized gains and losses) from endowment and restricted operating funds are recognized as
temporarily restricted or permanently restricted investment income in accordance with
donor stipulations. Income from all other operating funds is recognized as unrestricted
investment income.

The administrative fee rate on funds invested in the operating pool consists of all earnings
generated on those funds. Annually, the Foundation Board evaluates historical and projected
returns to determine the appropriate administrative fees. See Note 5 for further discussion of the
administrative fee assessed on the endowment pool.

11



University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

1. Summary of Significant Accounting Policies (continued)
Contributions Receivable

In accordance with Accounting Standards Codification No. 820, Fair Value Measurements,
contributions receivable, less an allowance for uncollectible accounts, are reported at fair value
determined using the discounted present value of expected cash flows. The allowance is made
for uncollectible contributions receivable based upon the Foundation’s analysis of past collection
experience and other judgmental factors. The allowance captures the risk premium to bring the
contributions receivable balance to a risk-adjusted expected cash flow. The discount rate applied
to the risk-adjusted cash flow is based on U.S. Treasury yields appropriate for the expected terms
of the promise to give. For the year ended June 30, 2017, discount rates ranging from 1.24% to
2.31% were used. For the year ended June 30, 2016, discount rates ranging from 0.58% to 1.49%
were used.

Books and Art Objects

The Foundation has capitalized its books and art objects since its inception. If purchased, items
accessioned into the collection are capitalized at cost, and if donated, they are capitalized at their
appraised or fair value on the accession date (the date on which the item is accepted by the
Foundation). Gains or losses on the deaccession of books and art objects are classified in the
accompanying statements of activities and changes in net assets as unrestricted or temporarily
restricted support depending on donor restrictions, if any, placed on the item at the time
of accession.

Land, Buildings, Construction in Progress and Equipment

Land, buildings, construction in progress, and equipment are stated at cost, if purchased, and at
estimated fair value upon receipt, if acquired by gift. Upon retirement or disposition, the asset’s
carrying value and related accumulated depreciation are relieved and the resulting gain or loss is
included in the statements of activities and changes in net assets. The Foundation transfers gifts
and purchased property to the University for capitalization, asset management, and insurance
purposes. These transfers are reflected on the statements of functional expenses as University
services and gift-in-kind transfers under program services expenses.

The Foundation depreciates buildings and equipment on a straight-line basis over their estimated

useful lives. Useful lives range from 3 to 20 years for equipment and 30 to 40 years for
buildings.

12



University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

1. Summary of Significant Accounting Policies (continued)
Impairment of Long-Lived Assets

The Foundation evaluates the recoverability of its land, buildings, and equipment whenever
adverse events or changes in the business climate indicate that the expected undiscounted future
cash flows from the related asset may be less than the carrying value. If the net book value of the
related asset exceeds the undiscounted future cash flows of the asset, the carrying amount would
be reduced to the present value of its expected future cash flows and an impairment loss would
be recognized. The Foundation recognized an impairment loss on real estate held for resale at
June 30, 2016. See Note 9 for details of the sale of real estate held for resale during the year
ended June 30, 2017.

Income Taxes

The Foundation has been granted tax-exempt status under Section 501(a) as an organization
described in Section 501(c)(3) of the Internal Revenue Code of 1986, as amended. Income
earned in furtherance of the Foundation’s tax-exempt purposes is exempt from federal and state
income taxes.

The Foundation follows the provisions of the Accounting Standards Codification No. 740-10-25
(ASC 740-10-25), Accounting for Uncertainty in Income Taxes. ASC 740-10-25 prescribes the
minimum recognition threshold a tax position is required to meet before being recognized in the
financial statements.

ASC 740-10-25 provides guidance on derecognition, classification, interest and penalties,
accounting in interim periods, disclosure, and transition. The Foundation determined that during
the years ended June 30, 2017 and 2016, the impact of ASC 740-10-25 did not have a material
effect on its financial position, activities, or cash flows.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements. Estimates also affect the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

13



University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

1. Summary of Significant Accounting Policies (continued)

Reclassifications

Certain amounts in the 2016 financial statements have been reclassified to conform to the 2017
presentation. The line item repayments of loans to the University of South Florida on the
statement of cash flows includes $255,158 that was previously presented in the change in due to
University of South Florida, net. This reclassification reduced net cash used in operating
activities and increased net cash provided by investing activities.

As prevouisly reported Reclassification As reclassified
Net cash used in operating activities $ (10,893,705) $ (255,158) $ (11,148,863)
Net cash provided by investing activities $ 5,577,274 $ 255,158 $ 5,832,432

This reclassification had no effect on the change in net assets or net assets previously reported.
The presentation of the statements of functional expenses was changed to disclose program
services expenses associated with business meals and entertainment separately from travel and

per diem expenses.

As prevouisly reported Reclassification  As reclassified

Community relations $ 1,038,927 $ (163,505) $ 875,422
Travel and per diems 2,644,044 (1,452,120) 1,191,924
Meals and Entertainment - 1,800,787 1,800,787
Scholarships and awards 8,068,704 (59,535) 8,009,169
Conferences and seminars 861,450 (125,627) 735,823

This presentation change had no effect on prior year expense totals for program, fund-raising or
operating costs.

14



University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

2. Contributions Receivable, Net

Contributions receivable are expected to be realized in the following periods:

In one year or less
2019

2020

2021

2022

Thereafter

Less discount
Less allowance for uncollectible contributions

June 30
2017 2016

$ 17,748,028 $ 19,018,325
6,448,712 7,291,333
3,097,511 4,320,377
1,625,663 2,605,055
7,775,575 7,421,934
20,878,776 21,664,607

57,574,265 62,321,631

(2,308,955)  (1,711,858)
(10,405,900)  (12,742,965)

$ 44,859,410 $ 47,866,808
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University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

2. Contributions Receivable, Net (continued)

Contributions receivable, net, are classified in the following net asset classes:

June 30
2017 2016
Permanently restricted $ 34,053,935 $ 35,452,944
Temporarily restricted 10,805,475 12,413,864

$ 44,859,410  $ 47,866,808

The Foundation participates in the State of Florida Major Gifts Challenge Grant Program. State
matching funds receivable are accrued as contributions receivable when a donor commitment is
fulfilled and the Florida Department of Education acknowledges the contribution to be eligible
for state match with an assigned priority number.

The Major Gifts Challenge Grant Program has been temporarily suspended for donations
received on or after June 30, 2011. Existing eligible donations received on or before June 29,
2011 remain eligible for future matching funds when appropriated by the State. The program
may be restarted by the state after $200 million of the backlog for the state match programs has
been funded.

Included in the contribution receivable balance above for the State of Florida Major Gifts
Challenge Grant Program is $24,133,574 and $24,569,273, net of discounts of $1,723,307 and
$1,337,929 for the years ended June 30, 2017 and 2016, respectively. The discount rate applied
to the state match receivable is based on U.S. Treasury yields appropriate for the projected date
funding will be received from the State.
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University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

3. Pooled Investments

Operating and endowment pooled investments are carried at fair value and consist of the

following at June 30:

Operating investment pool:
Money market funds
Fixed income securities

Total operating investment pool

Endowment investment pool:
Money market funds
Fixed income securities
Stock investments
Partnership investments
Total endowment investment pool
Total pooled investments

Investment income consists of the following at June 30:

Interest and dividends, net
Interest and dividends of limited partnerships, net
Net realized gains and net changes in limited partnerships
Net realized gains and net changes in fair value
of investments
Total investment (loss) income, net

2017 2016

$ 9,156,5308 11,311,924
70,124,474 66,681,845

79,281,004 77,993,769

2,941,543 2,497,347
64,240,327 59,555,875
321,460,654 279,825,250
83,251,205 77,671,768

471,893,729 419,550,240

$ 551,174,733 $497,544,009

2017 2016

$ 4,266,340 $ 4,187,851
199,059 (260,835)
7,766,577 3,667,818

51,710,560 (11,221,032)

$ 63,942,536 $ (3,626,198)
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University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

3. Pooled Investments (continued)

Investment expenses of approximately $3,288,000 and $3,135,000 have been netted against
interest and dividends for the years ended June 30, 2017 and 2016, respectively.

Cost and fair value information for the Foundation’s various investment pools at June 30 is
summarized as follows:

2017 2016
Cost Fair Value Cost Fair Value

Operating investment pool $ 77,329.373 $§ 79,281,004 $ 75,399,672 $ 77,993,769
Endowment investment pool 344,373,831 471,893,729 336,995,570 419,550,240
$421,703,204 $551,174,733 $ 412,395,242 $ 497,544,009

4. Fair Value

Accounting Standards Codification No. 820 (ASC 820), Fair Value Measurement, establishes a
framework for measuring fair value through a hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the
lowest priority to unobservable inputs (Level 3 measurements). The level of an asset or liability
within the fair value hierarchy is based on the lowest level of any input that is significant to the
fair value measurement. Assets that are calculated at Net Asset Value (NAV) per share are not
required to be categorized by level.

The fair value hierarchy prioritizes the inputs into three broad levels:

Level 1: Inputs are quoted prices in active markets for identical assets or liabilities that
the Foundation has the ability to access at the measurement date.

Level 2: Inputs other than quoted prices that are observable for the asset and liability,
either directly or indirectly.

Level 3: Inputs are unobservable inputs for the asset or liability. Unobservable inputs
shall be developed based on the best information available in the circumstances.

18



University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

4. Fair Value (continued)

The following valuation techniques and inputs were used to estimate the fair value of assets and
liabilities carried at fair value on the statements of financial position. There have been no
changes to these techniques and inputs during the years ended June 30, 2017 and 2016.

Money market funds: The fair value of these short-term investments is classified as Level 1 based
on quoted prices in an active market.

Fixed income: Included in the Level 1 category are fixed income investments. Level 1 fixed
income investments consist of mutual funds invested in corporate and government bonds valued
on quoted prices in an active market. Other fixed income investments consist of corporate,
government, and mortgage bonds structured as a commingled fund. The fair value has been
estimated using the net asset value (“NAV”) per share of the fund at year-end based on the
current market value of each investment and reinvested investment income as a practical
expedient. The NAV is excluded from the valuation hierarchy.

Stock investments: Included in both the Level 1 category are domestic and international equities.
Level 1 stock investments are valued at quoted prices in an active market. Other stock
investments are structured as commingled funds, and fair value has been estimated using the
NAV per share of the fund at year-end as a practical expedient. The NAV is excluded from the
valuation hierarchy. Their fair value is based on observable inputs, which include market prices
for similar assets in the active market.

Partnership investments: Included within endowment pooled investments in the accompanying
statements of financial position are a high yield bond fund, funds of funds, investments in private
equity companies, and partnerships that do not have readily determinable values. The fair value
of the Foundation’s interest in these limited partnerships is based on capital account balances
reported by the underlying partnerships, which is subject to management review and adjustment.
This fair value is determined using the NAV per percentage of ownership as a practical
expedient. The NAV is excluded from the valuation hierarchy. Due to the inherent uncertainty of
these estimates, these values may differ materially from the values that would have been used
had a ready market for these investments existed.
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University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

4. Fair Value (continued)

Remainder interest trusts: Remainder interest trusts consist of several irrevocable charitable
trusts and charitable gift annuities externally managed and held in the name of the Foundation.
These trusts are included in the Level 2 category. The trust assets are invested in mutual funds,
equity, and fixed income securities. Their fair value is based on observable inputs, which include
market prices for similar assets in the active market.

Funds held in trust by others: Funds held in trust by others are included in the Level 3 category
and are made up of beneficial interests in perpetual trusts and charitable remainder trusts. The
unit of account, in accordance with Accounting Standards Codification No. 958-605
(ASC 958-605), Transfers of Assets to a NPO or Charitable Trust That Raises or Holds
Contributions for Others, is the beneficial interest in the cash flows generated by the trust. The
Foundation determines this value as measured by the fair value of the assets contributed to the
trusts. For charitable remainder trusts, the income approach is utilized, and the trust assets are
discounted to present value using the IRS discount rate. The Foundation has assessed the interest
rate used and no additional risk premium is added to this rate. This fair valuation is performed on
an annual basis. See Note 7 for additional disclosures regarding the rates used to determine the
fair value of these assets.

Contributions receivable: Contributions receivable consist of unconditional multi-year promises
to give and are included in the Level 3 category. As permitted by ASC 825, the Foundation has
elected to measure contributions receivable at fair value. Management has elected the fair value
option for these items because it more accurately reflects their financial position. The Foundation
measures the fair value of the unconditional promises to give under the expected present value
technique. This approach uses the present value of the risk-adjusted expected future cash flows,
discounted using U.S. Treasury yields appropriate for the expected terms of the promise to give.
This fair valuation is performed on an annual basis.
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University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

4. Fair Value (continued)

June 30, 2017 and 2016

The following tables present the assets measured at fair value on a recurring basis on the
statements of financial position for the years ended June 30, 2017 and 2016, by the ASC 820
valuation hierarchy (as described above). Investments calculated using a Net Asset Value (NAV)
per share are listed separately for reconciliation to the balances on the statement of financial
position. Except for contributions receivable, the following levels are assigned based on the
accounting unit the Foundation is invested in, not the makeup of the underlying instruments:

Fair Value Measurement at June 30, 2017

Description Total Level 1 Level 2 Level 3 NAV
Operating investment pool:
Money market funds $ 9,156,530 $ 9,156,530 $ - 3 - 3 -
Fixed income 70,124,474 36,608,536 - - 33,515,938
Total operating pool $ 79,281,004 § 45,765,066 $ - 8 - $ 33,515,938
Endowment investment pool:
Money market funds $ 2941542 § 2,941,542 $ - 8 - 3 -
Fixed income 64,240,328 19,295,950 - - 44,944,378
Stock investments:
Domestic equities 172,183,910 70,186,243 - - 101,997,667
International equities 128,324,580 - - - 128,324,580
Real asset equities 20,952,164 20,952,164 - - -
Partnership investments:
Private equity 38,725,320 - - - 38,725,320
Fixed income 24,388,551 - - - 24,388,551
Real asset 20,137,334 — — — 20,137,334
Total endowment pool $ 471,893,729 §$ 113,375,899 § - $ - $ 358,517,830
Remainder interest trusts:
Money market funds $ 39350 $ - 3 39350 $ - 8 -
Fixed income 1,349,732 - 1,349,732 - -
Stock investments 337,645 - 337,645 - -
Total remainder interest trusts $ 1,726,727 $ - $ 1,726,727 $ - 8 —
Funds held in trust by others:
Money market funds $ 1375458 $ - 3 - $ 1375458 § -
Fixed income 10,761,420 - - 10,761,420 -
Stock investments 9,834,912 - - 9,834,912 -
Total funds held in trust by others § 21,971,790 $ - 8 - $ 21,971,790 $ —
Contributions receivable, net $ 44859410 $ - S — $ 44,859,410 $ -
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University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

4. Fair Value (continued)

Fair Value Measurement at June 30, 2016

Description Total Level 1 Level 2 Level 3 NAV
Operating investment pool:
Money market funds $ 11,311,924 § 11,311,924 $ - $ - S -
Fixed income 66,681,845 33,598,137 — — 33,083,708
Total operating pool § 77,993,769 § 44,910,061 3 - 5 - $ 33,083,708
Endowment investment pool:
Money market funds $ 2497347 $ 2497347 $ - 3 - 3 -
Fixed income 59,555,875 18,144,101 - - 41,411,774
Stock investments:
Domestic equities 154,402,201 63,759,967 - - 90,642,234
International equities 103,505,422 - - - 103,505,422
Real asset equities 21,917,627 21,917,627 - - -
Partnership investments:
Private equity 39,981,064 - - - 39,981,064
Fixed income 23,384,376 - - - 23,384,376
Real asset 14,306,328 — — — 14,306,328
Total endowment pool $ 419,550,240 § 106,319,042 § - § - $ 313,231,198
Remainder interest trusts:
Money market funds $ 34,825 § - $ 34,825  $ - $ -
Fixed income 1,032,974 - 1,032,974 - -
Stock investments 665,904 - 665,904 - -
Total remainder interest trusts $ 1,733,703 $ - $ 1,733,703 § - 3 —
Funds held in trust by others:
Money market funds $ 671,004 $ - § - 3 671,004 $ -
Fixed income 9,151,203 - - 9,151,203 -
Stock investments 11,302,634 - - 11,302,634 -
Total funds held in trust by others $§ 21,124,841 $ - — $ 21,124,841 $ —
Contributions receivable, net $ 47,866,808 $ - 3 - $ 47,866,808 $ —

The Foundation measures amounts due to third-party beneficiaries at fair value on a recurring
basis. This liability is recorded based on the third parties’ interest in invested assets managed by
the Foundation. The fair value of these underlying assets are held in the operating and
endowment investment pools presented in the above tables for the years ended June 30, 2017 and
2016. See Note 12 for additional information.
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University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

4. Fair Value (continued)

June 30, 2017 and 2016

The following table provides additional disclosures for financial instruments designated as
Level 3, including a reconciliation of beginning and ending balances, separately for each major

category of assets and liabilities at June 30:

Funds Held
in Trust Contributions
2017 by Others Receivable
Beginning assets, at fair value 21,124,841 $ 47,866,808
Purchases of investments 2,736,264 -
Proceeds of investments (2,395,130) -
Net investment (loss) income 243,749 -
Net unrealized/realized gain (loss)
on investments 262,066 -
Net change in contribution receivable - (3,604,495)
Change in fair value included in
contributions revenue - 597,097
Ending assets, at fair value 21,971,790 $ 44,859,410
Funds Held
in Trust Contributions
2016 by Others Receivable
Beginning assets, at fair value 16,999,158 $ 47,040,171
Purchases of investments 3,997,888 -
Proceeds of investments (69,172) —
Net investment (loss) income 136,747 —
Net unrealized/realized gain (loss)
on investments (183,540) -
Net change in contribution receivable — 2,350,652
Change in fair value included in
contributions revenue 243,760 (1,524,015)
Ending assets, at fair value 21,124,841 $ 47,866,808
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Notes to Financial Statements (continued)

June 30, 2017 and 2016

4. Fair Value (continued)

All net unrealized/realized gains/losses on investments and net investment income/loss in the
table above are included in the investment income (loss), net line item in the accompanying
statements of activities and changes in net assets. The change in fair value related to the
contributions receivable in the table above is included in the contributions line item in the
accompanying statements of activities and changes in net assets. There have been no transfers
into or out of the Level 3 category and there have been no significant transfers between the
Level 1 and 2 categories.

The following table discloses the nature and risks of investments that do not have a readily
determinable fair value at June 30:

Fair Unfunded Redemption Redemption
2017 Value Commitments Frequency Notice Period

Fixed income® $ 78,460,316 $ - Weekly 0-7 days
Stock investments®:

Domestic equities 101,997,667 —  Daily/Monthly 2-30 days

International equities 128,324,580 —  Daily/Monthly 5-30 days
Partnership investments

Private equity® 38,725,320 13,975,179 NA NA

Fixed income® 24,388,551 17,360,339 Monthly 3-5 days

Real asset© 20,137,334 2,118,826 NA NA
Total $ 392,033,768 $ 33,454,344

Fair Unfunded Redemption Redemption
2016 Value Commitments Frequency Notice Period

Fixed income® $ 74495482 $ - Weekly 0-7 days
Stock investments®:

Domestic equities 90,642,234 —  Daily/Monthly 2-30 days

International equities 103,505,422 — Daily/Monthly 5-30 days
Partnership investments

Private equity© 39,981,064 10,362,119 NA NA

Fixed income® 23,384,376 14,404,121 Monthly 3-5 days

Real asset© 14,306,328 3,992,129 NA NA
Total $ 346,314,906 $§ 28,758,369




University of South Florida Foundation, Inc.

Notes to Financial Statements (continued)

June 30, 2017 and 2016

4. Fair Value (continued)

@ This category includes investments in fixed income securities through a commingled fund structure. The investment
manager’s emphasis is on spread sectors, in particular putable corporate bonds and commercial mortgage-backed
securities. The fair value of the investments in this category has been estimated using the net asset value per share of
the investments.

(b

This category included investments in domestic and international equities through a commingled fund structure. The
investment objective of these funds is to provide long-term total return in excess of their respective benchmarks. The
fair value of the investments in this category has been estimated using the net asset value per share of the
investments.

(c

N

This category consists of private capital partnerships in fund of fund underlying managers. Investments include
private equity, real estate, and real assets that are not subject to redemption. The Foundation instead receives
distributions through the liquidation of the underlying assets of the investees. The estimated remaining life on these
funds range from 1 to 11 years.

(d

This category consists of a high-yield bond portfolio in a commingled fund in which the manager holds publicly
traded corporate bonds with some rated below investment grade. The fair value of the investments in this category
has been estimated using the net asset value per share of the investments.

5. Endowment Investment Pool

Accounting Standards Codification No. 958-205-45 (ASC 958-205-45), Reporting Endowment
Funds, provides guidance on the net asset classification of donor-restricted endowment funds for
a not-for-profit organization that is subject to an enacted version of the Uniform Prudent
Management of Institutional Act of 2006 (UPMIFA) and additional disclosures about an
organization’s endowment funds. During 2011, the State of Florida adopted UPMIFA. The
effective date of the legislation enacting Florida UPMIFA was July 1, 2012. There were no
changes to the Foundation’s financial position as a result of the legislation. The following
disclosures are made as required by ASC 958-205-45.

The Foundation endowment consists of approximately 1,200 individual funds established for a
variety of purposes. The endowment includes both donor-restricted endowment funds and funds
held on behalf of the University’s Direct Support Organizations (DSO) to function as
endowments. Net assets associated with endowment funds are classified and reported based on
the existence or absence of donor-imposed restrictions.

UPMIFA requires the Foundation Board to use reasonable care, skill, and caution as exercised by
a prudent investor, in considering the investment management and expenditures of endowment
funds. In accordance with UPMIFA, the Foundation Board may expend so much of an
endowment fund as the Foundation Board determines to be prudent for the uses and purposes for
which the endowment fund is established, consistent with the goal of conserving the long-term
purchasing power of the endowment fund.

25



University of South Florida Foundation, Inc.
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June 30, 2017 and 2016

5. Endowment Investment Pool (continued)

In accordance with UPMIFA, the Foundation considers the following factors in making a
determination to distribute or accumulate donor-restricted funds:

1. The duration and preservation of the fund

2. The purposes of the Foundation and the donor-restricted endowment fund
3. General economic conditions

4. The possible effect of inflation and deflation

5. The expected total return from income and the appreciation of investments
6. Other resources of the Foundation and the University

7. The investment policies of the Foundation

As a result of this interpretation, the Foundation classifies as permanently restricted net assets
(a) the original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment, and (c) accumulations to the permanent
endowment made in accordance with the direction of the applicable donor gift instrument at the
time the accumulation is added to the fund. The remaining portion of the donor-restricted
endowment fund that is not classified in permanently restricted net assets is classified as
temporarily restricted net assets until those amounts are appropriated for expenditure by the
organization in a manner consistent with the standard of prudence prescribed by UPMIFA.

The Foundation has adopted investment and spending policies for endowment assets that attempt
to provide a predictable stream of funding to programs supported by its endowment while
seeking to maintain purchasing power of the endowment assets. Under this policy, as approved
by the Foundation Board, the endowment assets are invested in a manner that is intended to
produce a real return, net of inflation and investment management costs, that is greater than the
rate of inflation, measured by the Consumer Price Index, plus 5% over the long-term. Actual
returns in any given year may vary from this amount.
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June 30, 2017 and 2016

5. Endowment Investment Pool (continued)

To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return strategy
in which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). The Foundation targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-term
objective within prudent risk constraints.

The Foundation has a spending policy with two components governing the distributions from the
endowment: the administrative fee and the dividend payout. In establishing this policy, the
Foundation considered the long-term expected return on its endowment.

Accordingly, over the long-term, the Foundation expects the current spending policy to allow its
endowment to grow at an average of the long-term rate of inflation. This is consistent with the
Foundation’s objective to maintain the purchasing power of the endowment assets held in
perpetuity, as well as to provide additional real growth through new gifts and investment return.

The dividend payout rate on endowment invested amounts for years ended June 30, 2017 and
2016 was 4%. Annually, the Foundation Board evaluates historical performance, projected
returns, and the needs of the University to determine the appropriate dividend payout rate.
Dividends are calculated monthly and distributed quarterly to all funds invested in the
endowment pool based on the five-year average market value of the endowment pool as of
December 31 of the preceding fiscal year in which distribution is planned. During the years
ended June 30, 2017 and 2016, the Foundation distributed $17,056,919 and $16,645,307,
respectively, in endowment dividends. The dividends are made available to support the activities
and programs of the University, its DSOs, and component units, and are expended in accordance
with donor-imposed restrictions.

The Foundation charged a 2% administrative fee on endowment invested amounts for the
years ended June 30, 2017 and 2016. Annually, the Foundation Board evaluates historical
performance, projected returns, and operating needs to determine the appropriate administrative
fee. During the years ended June 30, 2017 and 2016, the Foundation collected $7,939,617 and
$7,761,117, respectively, in administrative fees. These fees cover the cost of business office
operating expenses that include: accounting, auditing, taxes, and other related business expenses;
support for fund-raising operations; and management of the endowment.
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June 30, 2017 and 2016

5. Endowment Investment Pool (continued)

At June 30, 2017, the endowment net asset composition by type of fund consisted of
the following which includes amounts due to third-party beneficiaries:

Temporarily Permanently

Unrestricted Restricted Restricted Total
Donor-restricted funds $ (675984) §$ 125,161,136 $ 318,407,737 $ 442,892,889
Amounts due to third- party
beneficiaries 29,000,840 — — 29,000,840
Total funds $ 28,324,856 § 125,161,136 $ 318,407,737 $ 471,893,729

Changes in endowment net assets, which include amounts due to third-party beneficiaries, for the
year ended June 30, 2017, consisted of the following:

Temporarily = Permanently

Unrestricted Restricted Restricted Total
Endowment net assets,
beginning of year $ 22,565,062 $§ 89,207,920 § 307,777,258 $§ 419,550,240
Investment return:
Investment income (818,850) 3,944,641 - 3,125,791
Net appreciation (realized
and unrealized) 5,844,121 57,005,112 — 62,849,233
Total investment gain 5,025,271 60,949,753 - 65,975,024

Contributions and other

additions 3,528,196 - 10,630,479 14,158,675
Administrative fee/dividends

distributed for expenditure — (24,996,537) — (24,996,537)
Beneficiary distribution (2,793,673) — — (2,793,673)
Endowment net assets,
end of year $ 28,324,856 $ 125,161,136 $ 318,407,737 $§ 471,893,729
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June 30, 2017 and 2016

5. Endowment Investment Pool (continued)

The endowment fund components disclosed above as the unrestricted net asset classification of
$28,324,856 as of June 30, 2017 include amounts due to third-party beneficiaries and the
deficiencies associated with donor-restricted endowment funds. The amounts due to third-party
beneficiaries of $29,000,840 as of June 30, 2017 is also recorded as a liability on the statement of
financial position as the Foundation has an obligation to pay these amounts to other
organizations (see Note 12). Therefore, these amounts offset in the Foundation’s unrestricted net
assets. The deficiencies associated with donor-restricted endowment funds are the result of
individual situations where the fair value has fallen below the amount of the original gift.
Accumulated losses of this nature were $675,984 as of June 30, 2017. These accumulated losses
resulted from unfavorable market fluctuations and continued distribution of dividends in
accordance with the Foundation’s spending policy as deemed prudent by the Foundation Board.

At June 30, 2016, the endowment net asset composition by type of fund consisted of
the following, which include amounts due to third-party beneficiaries:

Temporarily Permanently

Unrestricted Restricted Restricted Total
Donor-restricted funds $ (3,293,420) $ 89,207,920 $ 307,777,258 $ 393,691,758
Amounts due to third-party
beneficiaries 25,858,482 - - 25,858,482
Total funds $ 22,565,062 $ 89,207,920 $ 307,777,258 $ 419,550,240
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5. Endowment Investment Pool (continued)

Changes in endowment net assets, which include amounts due to third-party beneficiaries, for the
year ended June 30, 2016, consisted of the following:

Temporarily Permanently

Unrestricted Restricted Restricted Total
Endowment net assets,
beginning of year $ 25204304 $ 116,158,128 $ 305,245,975 $ 446,608,407
Investment return:
Investment income 964,430 3,540,503 - 4,504,933
Net depreciation (realized
and unrealized) (5,273,955) (6,084,287) - (11,358,242)
Total investment loss (4,309,525) (2,543,784) - (6,853,309)
Contributions and other
additions 1,670,283 - 4,775,328 6,445,611
Administrative fee/dividends
distributed for expenditure - (24,406,424) - (24,406,424)
Transfer to funds held in trust
by others — — (2,244,045) (2,244,045)
Endowment net assets,
end of year $ 22,565,062 $ 89,207,920 $ 307,777,258 $ 419,550,240

The endowment fund components disclosed above as the unrestricted net asset classification of
$22,565,062 as of June 30, 2016 include amounts due to third-party beneficiaries and the
deficiencies associated with donor-restricted endowment funds. The amounts due to third-party
beneficiaries of $25,858,482 as of June 30, 2016 is also recorded as a liability on the statement of
financial position as the Foundation has an obligation to pay these amounts to other
organizations (see Note 12). Therefore, these amounts offset in the Foundation’s unrestricted net
assets. The deficiencies associated with donor-restricted endowment funds are the result of
individual situations where the fair value has fallen below the amount of the original gift.
Accumulated losses of this nature were $3,293,420 as of June 30, 2016. These accumulated
losses resulted from unfavorable market fluctuations and continued distribution of dividends in
accordance with the Foundation’s spending policy as deemed prudent by the Foundation Board.
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6. Remainder Interest Trusts

The Foundation is the beneficiary of several irrevocable, charitable trusts, and charitable gift
annuities. These assets have been donated to the Foundation for investment, in return for annuity
payments to the donor(s) or their designees. In accordance with Section 627.481 of the Florida
Statutes, the charitable gift annuity reserve fund must maintain assets at least equal to the
liability on its outstanding annuity agreements, plus 10%. Investment of the gift annuity reserve
fund is limited to no more than 50% equities and no more than 10% may be invested in any one
stock or fund. The following table represents fair value and cost of invested assets at June 30:

2017 2016
Cost Fair Value Cost Fair Value
Life income trusts $ 477,576 $ 547,776 $ 488,035 $ 502,179
Gift annuity reserve fund 1,128,020 1,178,951 1,203,630 1,231,524
Remainder interest trusts $ 1,60559 $ 1,726,727 $ 1,691,665 $ 1,733,703

The Foundation is obligated under 21 charitable gift annuity agreements to pay annuities with
rates ranging from 4.1% to 9.4% to third-party beneficiaries. These annuity obligations are
calculated based on actuarial assumptions, using IRS tables, at their present value each year.
Upon satisfaction of the terms of each trust, the trust assets shall be transferred to the Foundation
per the donor’s direction. The Foundation has recorded annuities and life income trusts payable
on the accompanying statements of financial position equal to the present value of the total
anticipated future payments to the beneficiaries of these trusts and annuities of $696,830 and
$743,152 as of June 30, 2017 and 2016, respectively.
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7. Funds Held in Trust by Others

The Foundation is the beneficiary of various trusts created by donors, the assets of which are not
in the possession of the Foundation. Trusts are recognized at the estimated fair value of the assets
or the present value of the future cash flows, discounted using the IRS discount rate, when the
irrevocable trust is established or the Foundation is notified of its existence. For the years ended
June 30, 2017 and 2016, rates of 2.4% and 1.8%, respectively, were applied. The fair value of
these funds at June 30 is as follows:

2017 2016
Cost Fair Value Cost Fair Value
Permanent trusts $ 9,601,162 $ 10,884,178 $ 8,899,596 $ 9,464,146
Charitable trusts, net 10,342,620 11,087,612 11,385,923 11,660,695

Funds held in trust by others $ 19,943,782 $ 21,971,790 $ 20,285,519 $ 21,124,841

8. Books and Art Objects

Books and art objects consist of the following at June 30:

2017 2016
Contemporary Art Museum permanent donated
art collection $ 2,754,686 $ 2,711,336
Other books and art objects 784,173 666,476

$ 3,538,859 $§ 3,377,812

9. Real Estate Held for Resale

The Foundation receives real estate gifts, which are subsequently marketed and sold, with
proceeds going to support the University of South Florida. The carrying value for real estate held
for resale was $0 and $525,000 at June 30, 2017 and 2016, respectively.

During 2017, the Foundation sold properties recorded as real estate held for resale in the amount
of $647,000. Due to fluctuating market conditions and costs associated with holding and
marketing the properties, a loss of $56,959 is recorded in program services expenses in the
accompanying statement of activities and changes in net assets.
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10. Land, Buildings, Construction in Progress and Equipment, Net

Land, buildings, equipment, and construction in progress consist of the following at June 30:

2017 2016

Land $ 6,620,414 $§ 6,620,414
Buildings and improvements 3,763,434 633,036
Equipment 11,417 12,035
Construction in progress - 194,470
Other 139,818 139,818

10,535,083 7,599,773
Less accumulated depreciation (802,300) (742,686)

$ 9,732,783 § 6,857,087

On March 31, 2015, the Foundation acquired a parcel of land located in St. Petersburg, Florida,
adjacent to the USF St. Petersburg campus. The Foundation has entered into an operating lease
agreement with the University for the use of the property by USF St. Petersburg. See Note 16 for
information on the operating lease. The Foundation financed this property with a mortgage
obligation. See Note 13 for information regarding the associated mortgage payable. Certain
costs associated with the development and improvement of this property are incurred directly by
the University. These amounts are transferred to the Foundation for capitalization as construction
in progress. Transfers received for construction in progress were $2,935,927 and $194,470 as of
June 30, 2017 and 2016, respectively, and are recorded in university support revenue in the
accompanying statements of activities and changes in net assets. In January of the current fiscal
year, the building improvements recorded as construction in progress were put in service,
therefore, $3,130,398 was transferred to buildings and improvements.
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11. Due to the University of South Florida, Net

Due to (from) the University of South Florida consists of the following at June 30:

2017 2016
Public broadcasting radio station loan $ 470,071) § (602,904)
Supplemental and deferred compensation contracts 1,211,764 -
Convenience accounts and pending transfers 564,439 7,299,703
Courtelis Facilities Matching Gift Program 334,685 334,685

$ 1,640,817 § 7,031,484

During fiscal year 2011, the Foundation entered into a Memorandum of Understanding (MOU)
with the University in which the Foundation granted WUSF-FM Public Broadcasting, a division
of the University, a loan in an amount not to exceed $1,275,000. The loan proceeds were used
for the acquisition of a radio station. Under the terms of the MOU, principal and interest
payments shall be paid quarterly over a 10-year period. Interest shall be calculated from the date
of the first draw of the loan at a fixed rate equal to 4.00%. Interest collected was $22,151 and
$27,405 for the years ended June 30, 2017 and 2016, respectively, and is included under
investment gains on the accompanying statements of activities and changes in net assets.

The Foundation has entered into supplemental compensation agreements with certain University
employees on behalf of the University. These agreements provide for amounts that would be
paid in the event of involuntary termination without cause. The potential maximum amounts
under these contracts range from $250,000 to $7,500,000 and may be reduced or eliminated
based on a predetermined schedule or compensation earned during employment in addition to
reductions for severance paid by USF and compensation from new employment. Based on
conditions required in the agreements, the likelihood of these payments occurring is considered
remote and will be recognized when due to the University. In addition, some of these
agreements provide for deferred compensation amounts that will be earned at a future date or in
the event of death, disability, or termination without cause. In some cases, the deferred
compensation is earned on a prorated basis in the event of resignation or termination for
cause. As of June 30, 2017, $1,211,764 was recorded within due to University of South Florida
on the statement of financial position to recognize the deferred compensation in accordance with
Accounting Standards Codification No. 710 (ASC 710), Compensation — General. For the year
ended June 30, 2017, $1,211,764 was recorded as program services on the statement of activities
and changes in net assets to reflect the expense associated with the liability for deferred
compensation. The University has committed to support the funding of these agreements if there
are not sufficient funds available to them in the Foundation at the time of payment. Any
payments due under these agreements will be made by the Foundation to the University for them
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11. Due to the University of South Florida, Net (continued)

to process for their employees.

The Foundation has convenience accounts held at the University in which money is transferred
to pay salaries and reimburse other expenses incurred by the University. The balances of these
accounts reflect the difference between actual costs incurred and amounts transferred during the
year netted with transfers pending at June 30th.

The Courtelis Facilities Matching Gift Program liability represents private money raised to
support the construction of the USF Health Major Renovation/Remodeling/Addition,
USF Health North Clinic, USF Joint Military Science Leadership Center, USF Byrd Alzheimer’s
Institute, USF Health Nursing Expansion, and the College of The Arts Music Building.

The Foundation certifies to the University and the State on December 31 of each year the amount
of private money that has been raised and that is eligible to be matched under the program.
During each annual legislative session, the legislature may appropriate funding or veto a project
for matching. Once the appropriation has been made by the legislature, the Foundation is
obligated to transfer the funds to the University to receive the match. During fiscal years 2017
and 2016, no appropriation was made by the legislature for the University projects eligible to
receive matching funds from the program. The Courtelis Facilities Matching Gift Program has
been temporarily suspended for donations received on or after June 30, 2011. Existing eligible
donations received on or before June 29, 2011 remain eligible for future matching funds. The

program may be restarted after $200 million of the backlog for the state match programs have
been funded.

12. Amounts Due to Third-Party Beneficiaries

The Foundation provides investment management of funds to the University, its DSOs, and
Component Units to provide benefits from economies of scale, active professional oversight, and
broad diversification over many asset classes. Organizations participating in this program may be
invested in the Foundation’s operating and/or endowment investment pools.
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12. Amounts Due to Third-Party Beneficiaries (continued)

The Foundation is holding investments on behalf of the following organizations at June 30:

2017 2016
USF Research Foundation, Inc. $ 22,505,850 $ 19,751,384
USF Alumni Association, Inc. 6,759,411 5,902,547
USF deferred compensation arrangements 398,631 847,448

$ 29,663,892 § 26,501,379

13. Mortgage Payable

On March 31, 2015, the Foundation financed property adjacent to the USF St. Pete campus with
a fully amortizing nonrecourse mortgage of $6,200,000. The mortgage is collateralized by an
asset with a carrying value of $6,200,000 (see Note 10) and future improvements made to the
property. Payments of $41,707 are due monthly over a 15-year period at a fixed rate of 2.625%.

Aggregate future maturities of the mortgage payable are as follows:

2018 $ 361,819
2019 371,432
2020 381,300
2021 391,430
2022 401,830
Thereafter 3,539,592

$ 5,447,403

Interest expense of $148,026 and $157,148 is included in program services expenses in the
accompanying statements of activities and changes in net assets for the year ended June 30, 2017
and 2016, respectively.

14. Concentrations of Credit Risk
Financial instruments that potentially subject the Foundation to concentrations of credit risk
consist principally of its cash and cash equivalents, contributions receivable, and pooled

investments. The Foundation maintains its cash and cash equivalents with what management
believes to be high credit quality financial institutions and limits the amount of credit exposure
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14. Concentrations of Credit Risk (continued)
to any one particular investment.

Contributions receivable includes the state matching receivable from the State of Florida for the
University Major Gifts Challenge Grant Program. This program has not been funded by the
state during 2017 and 2016. The state matching receivable related to this program represents
approximately 53.80% of the contributions receivable balances at June 30, 2017 and 51.33% at
June 30, 2016, respectively.

The Foundation has invested in directly in partnership investments without readily determinable
values that comprise 10.42 % of total assets at June 30, 2017. These investments contain
underlying funds that include limited partnerships. These investments entail liquidity risks to the
extent that they are difficult to sell or convert to cash quickly at favorable prices. The investment
risk of these investments without readily determinable values with respect to each underlying
investment will be limited to the capital committed to it by the Foundation.

The Foundation places its cash and cash equivalents on deposit with financial institutions in the
United States. The Federal Deposit Insurance Corporation covers $250,000 for substantially all
depository accounts. The Foundation from time to time may have amounts in excess of the
insured limits. The Foundation had cash and cash equivalent balances of $784,028 and
$1,990,442 in excess of these insured limits at June 30, 2017 and 2016, respectively.

15. Commitments
Research Foundation

During the year ended June 30, 2013, the Foundation’s Board entered into an agreement for the
Foundation to act as loan guarantor on the balance of a note issued from a bank to the
USF Research Foundation in the amount of $6,200,000. Proceeds of this note were used to
refund the outstanding amount of the Series 1999 bond whose proceeds were used for the
acquisition of the land and development rights for a research park. Proceeds from leasing of the
research park buildings are committed to satisfy the debt service obligations. In the event of
nonpayment by the USF Research Foundation over the 6-year life of the note, the Foundation
would be obligated to pay the annual note payment or the entire amount outstanding on the note
if the issuer chooses to accelerate payment. The balance of the note at June 30, 2017 is
$2,900,000. There has been no default on the note or on any note covenants related to the note as
of June 30, 2017.
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16. Related-Party Transactions

The Foundation considers the University, its DSOs, and members of the Foundation Board to be
related parties for purposes of the financial statements. The DSOs include the USF Alumni
Association, Inc., University Medical Services Association (UMSA), USF Medical Services
Support Corporation, USF Health Professions Conferencing Corporation (HPCC), USF Research
Foundation, Inc., USF Financing Corporation, Inc., USF Property Corporation, Inc., and Sun
Dome, Inc. (Sun Dome).

Program services expenses on the accompanying statements of activities and changes in net
assets include amounts transferred to related parties or amounts disbursed directly to third parties
to benefit the University or its DSOs. These expenses include salaries, scholarships, and other
program-related expenses. Also, included in these expenses was property donated to or
purchased by the Foundation, and transferred to the University for asset management and
recordkeeping purposes.

Employees of the University perform operating functions for the Foundation. The University
tracks, administers, and reports all payroll and fringe benefit costs. The University directly
funded salaries of approximately $10,122,000 and $9,924,000 for University employees that
perform functions for the benefit of both the University and the Foundation for the years ended
June 30, 2017 and 2016, respectively. These amounts are included in university support revenue
on the statements of activities and changes in net assets. The Foundation transferred additional
payroll and fringe benefit costs to the University of approximately $4,292,000 and $4,072,000
for the years ended June 30, 2017 and 2016, respectively. All these amounts are shown on the
statements of functional expenses as salaries and other supplements for fundraising and operating
costs.

The University recognized and reported a compensated absence liability of approximately
$1,066,000 and $986,000 for University employees performing functions for the Foundation for
the years ended June 30, 2017 and 2016, respectively. These amounts are not included in the
Foundation’s statements of activities and changes in net assets.

Portions of the Foundation’s contributions receivable balance ($4,692,802 and $5,968,337 at
June 30, 2017 and 2016, respectively), are commitments made to the Foundation by several
members of the Foundation’s Board. In addition, the Foundation received $ 397,647 and
$1,273,332 during the years ended June 30, 2017 and 2016, respectively, in cash and in-kind
contributions from various members of the Foundation’s Board.
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16. Related-Party Transactions (continued)

The Foundation has interfund loans to University colleges, units, and regional campuses that are
collateralized by assets within the Foundation. Foundation interfund loans totaled approximately
$5,377,000 and $6,270,000 at June 30, 2017 and 2016, respectively, and net to zero on the
accompanying statements of financial position.

The Foundation executed a noncancellable operating lease with the University as the tenant
related to property described in Note 10. The lease agreement requires the university to make
monthly lease payments of $43,913 to the Foundation through March 30, 2032. During the year,
the Foundation received $526,956 in lease payments from the University, which is included in
university support and other revenue in the accompanying statements of activities and changes in
net assets.

Aggregate future minimum lease payments expected to be received are as follows:

2018 $ 526,956
2019 526,956
2020 526,956
2021 526,956
2022 526,956
Thereafter 5,137,821

$ 7,772,601

The Foundation paid approximately $581,800 and $623,800 in financial support for the benefit
of the USF Alumni Association for the years ended June 30, 2017 and 2016, respectively. This
amount is included in fund-raising costs in the accompanying statements of activities and
changes in net assets.

The University transferred $3,183,269 in financial support to the Foundation to support the USF
comprehensive fund-raising campaign for the years ended June 30, 2017 and 2016. This amount
is included in university support and other revenue on the accompanying statements of activities
and changes in net assets. The University has committed up to an additional $3,058,416 in
financial support to the Foundation to support the USF comprehensive fund-raising campaign,
which will be received during fiscal year 2018.

DSOs have made gifts to the Foundation of approximately $4,400 and $5,600 for the years ended
June 30, 2017 and 2016, respectively. These amounts are included in contributions on the
accompanying statements of activities and changes in net assets.
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17. Restricted Net Assets

Temporarily and permanently restricted net assets at June 30, 2017 and 2016 were classified by
donor restrictions as shown below. Certain amounts of temporarily and permanently restricted
net assets were reclassified by category; however, there was no change to the total reported for
the year ended June 30, 2016.

Temporarily Permanently

Year Ended June 30, 2017 Restricted Restricted
College program support $ 80,689,399 $ 100,555,958
Scholarships and fellowships 40,623,232 108,403,956
Endowed chairs and professorships 71,242,064 119,523,651
Research 9,243,684 17,670,302
Trusts 9,496,506 752,367
Facility improvement and equipment 13,494,112 9,911,239
Total $ 224,788,997 $ 356,817,473
Temporarily
Balances, as Restricted
Temporarily Restricted previously Year Ended
Year Ended June 30, 2016 reported Reclassification June 30, 2016
College program support $ 64,062,126 $ 470,361 § 64,532,487
Scholarships and fellowships 29,626,986 8,639 29,635,625
Endowed chairs and professorships 54,822,199 (396,809) 54,425,390
Research 9,036,466 (82,191) 8,954,275
Trusts 11,801,545 - 11,801,545
Facility improvement and equipment 13,959,735 - 13,959,735
Total $ 183,309,057 - $183,309,057
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Permanently Restricted
Year Ended June 30, 2016

Permanently
Balances, as Restricted
previously Year Ended

reported Reclassification June 30, 2016

College program support
Scholarships and fellowships
Endowed chairs and professorships
Research

Trusts

Facility improvement and equipment
Total

$ 87917,328 § 9,476,993 § 97,394,321

105,191,801 (2,137) 105,189,664
121,405,755 (2,100,219) 119,305,536
25,224,932 (7,381,160) 17,843,772
735,909 6,523 742,432
9,099,479 - 9,099,479

$ 349,575,204 - $349,575,204

Net assets released from restrictions were classified by donor restrictions by the following

at June 30:

College program support
Scholarships and fellowships
Endowed chairs and professorships
Research

Facility improvement and equipment

Total

18. Subsequent Events

2017 2016

$ 24,716,731 $25,039,315
7,266,413 6,229,843
4,515,218 5,932,760
1,081,694 1,253,816
2,559,225 185,146
$ 40,139,281 $ 38,640,880

Accounting Standards Codification No. 855 (ASC 855), Subsequent Events, establishes general
standards of accounting for and disclosure of events that occur after the balance sheet date but
before the financial statements are issued. ASC 855 defines two types of subsequent events: the
effects of events or transactions that provide additional evidence about conditions that existed at
the balance sheet date, including the estimates inherent in the process of preparing financial
statements, are recognized in the financial statements; and the effects of events that provide
evidence about conditions that did not exist at the statement of financial position but arose after
that date are not recognized in the financial statements. The Foundation reviewed subsequent
events through the date of financial statement issuance of October 16, 2017.
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Report of Independent Auditor on Internal Control
Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

The Board of Directors of
University of South Florida Foundation, Inc.
Tampa, Florida

We have audited, in accordance with 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 Foundation,
Inc. (the “Foundation”) (a nonprofit organization), which comprise the statements of financial position as of
June 30, 2017 and 2016, and the related statements of activities and changes in net assets, cash flows and
functional expenses for the years then ended, and the related notes to the financial statements, and have issued
our report thereon dated October 16, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Foundation’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Foundation’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Foundation’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in 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 Foundation’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, 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.
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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 organization’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 organization’s internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

%. Lookost™ LLP

Tampa, Florida
October 16, 2017
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