Finance and Facilities Committee M eeting - Agenda

University of

Central
Florida

Board of Trustees
Finance and Facilities Committee Meeting
October 22, 2014
8:30 a.m.
President’s Boardroom, Millican Hall, 3™ Floor
Conference call in phone number 800-442-5794, passcode 463796

AGENDA

l. CALL TO ORDER Marcos R. Marchena
Chair, Finance and Facilities Committee

. ROLL CALL Tracy D. Reedy
Coordinator, Administrative Services
for Administration and Finance Division

1. MEETING MINUTES Chair Marchena

e Approval of the August 5, 2014,
Finance and Facilities
Committee meeting minutes

V. NEW BUSINESS Chair Marchena

e Review of Debt Guidelines (FFC-1) William F. Merck 11
Vice President for Administration and
Finance and Chief Financial Officer
John C. Pittman
Associate Vice President
for Administration and Finance,
Debt Management

e Revisions to UCF Investment William F. Merck 11
Policy (FFC-2) Tracy Clark
Associate Vice President
for Administration and Finance
and Controller
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e UCF Investments Quarterly Report William F. Merck 11
Ended June 30, 2014 (INFO-1) Tracy Clark

e University Operating Budget Report William F. Merck 11
Quarter Ended June 30, 2014 (INFO-2) Tracy Clark

e Direct Support Organizations’ 2013-14 William F. Merck 11

Fourth-Quarter Financial Reports (INFO-3) John C. Pittman
Golden Knights Corporation and
UCF Athletic Association

— UCF Convocation Corporation

— UCF Finance Corporation

— UCF Foundation

— UCF Research Foundation

e Energy and Sustainability Report (INFO-4) Lee Kernek
Associate Vice President
for Administration and Finance

¢ UCF Foundation Financial Report Robert J. Holmes, Jr.
Presentation (INFO-5) Vice President for Alumni Relation

and Development, and CEO
for UCF Foundation
Bert Francis
Associate Vice President and Chief
Financial Officer
John C. Pittman

V. OTHER BUSINESS Chair Marchena

VI. CLOSING COMMENTS Chair Marchena
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Central
Florida

Board of Trusices
Finance and Facilities Committee Meeling
President’s Boardroom, Millican Hall, 3" floor

August 5, 2014
MINUTES

CALL TO ORDER

Trustee Marcos Marchena, chair of the Finance and Facilities Committee, called the meeling to
order at 8:31 a.m. Committee members Jim Atchison, Robert Garvy, Reid Oetjen, and John
Sprouls attended via teleconference. Trustees Olga Calvet and Beverly Seay attended via
teleconference.

MINUTES APPROVAL
The minutes of the May 22, 2014, and June 4, 2014, Finance and Facilitics Committee meetings
were approved as submitted.

NEW BUSINESS

2014-15 Direct Support Organizations™ Budgets (FFC-1)

William F, Merck 11, Vice President for Administration and Finance and Chiel Financial Officer,
presented the 2014-15 operating budgets for the following DSOs: Golden Knights Corporation,
UCF Athletics Association, UCF Convocation Corporation, UCI Finance Corporation, UCF
FFoundation, and the UCF Research Foundation. These budgets have been approved by their
respective boards, but the Florida Board of Governors also requires the local boards of trustees
for the state universities approve the operating budgets of the universities® DSOs. The committee
unanimously approved the 2014-15 budgets as presented for all ofthe DS0Os.

Merck requested the approval for the release of projected unrestricted excess revenues of
$10.789.320 above budgeted obligations from the Golden Knights Corporation 1o the University
of Central Florida Athletics Association for 2014-15. The commitiee unanimously approved the
release of the funds.

Market Tuition Proposals (FFC-3)

Diane Z. Chase, Executive Vice Provost for Academic Affairs, requested approval to establish
market tuition rates for the Health Information Administration graduate certificate program and
for the online Master of Social Work degree program in the College of Health and Public Affairs
and the Master of Science in Management track in Business Analytics in the College of Business
Administration. The committee unanimously approved the requested market tuition rates as
proposed for each program.
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Amendment to 2010 Campus Master Plan for Academic Support Facility (Colbourn Hall)
(FIFC-4)

Lee Kernek, Associate Vice President for Administration and Finance, requested a minor
amendment to the University of Central Florida Campus Master Plan to construct an
approximately 75,336 gross-square-foot and 50,224 net-square-foot academic support facility
that replaces, as closely as possible, the space categories and square footage now contained
within Colbourn Hall, The committee unanimously approved the minor amendment,

Amendment to 2010 Campus Master Plan for New Chilled Water Planm (FFC-5)

Kernek requested a minor amendment to the University of Central Florida Campus Master Plan
to construct an approximately 14,700 gross-square-foot and 9,800 net-square-foot chilled water
plant that will provide new generation capacity to accommodate forthcoming demands of
academic facilities in the northeast quadrant of the Academic Core. The commitiee unanimously
approved the minor amendment.

Refinancing of the UCF Convocation Corporation Series 2005A Certificates of Participation
(FFC-6)

John C. Pittman, Associate Vice President for Administration and Finance, Debt Management,
requested approval to refinance the UCTEF Convocation Corporation Series 2005A Certificates of
Participation, resulting in possible annual savings in excess of 5 percent. Various financing
alternatives are currently being explored to determine what will yield the best overall savings.
The committee unanimously approved the refinancing of this debt.

Delegating Authority to the President of the University (FFC-7)

Merck requested approval to amend the resolution titled “Resolution of University of Central
Florida Board of Trustees Delegating Authority to the President of the University™ item (7) to
read “Establish the internal academic calendar of the university within general guidelines of the
Board of Governors to include university holidays that may be in addition to state holidays or
other university closings that are deemed by the president to be in the best interests of the
university.” This resolution codifies the practice of closing the university (except for cssential
personnel) for varying periods of time during holiday periods (which may or may not coincide
with state holidays) when classes are not in session, or at other times deemed by the president to
be in the best interest of the university. The committee unanimously approved the amending of’
the resolution,

Golden Knights Corporation East Side Club and Athletic Leadership Center Debt (INFO-1)
Todd Stansbury, Director of Athletics, Brad Stricklin, Senior Associate Athletics Director and
Chief Financial Officer, and David Hansen, Senior Associate Athletics Director of Internal
Operations, reviewed a plan to issue debt up to $8,000,000 through the Golden Knights
Corporation via a 15-year bank loan to construct a premium seating and club lounge on the cast
side of the football stadium bowl and an Athletic Leadership Center adjacent to the football
stadium on the cast side. The approval was contingent upon the completion of the required fund-
I'ﬂlﬁlﬂg.

The committee unanimously voted to approve the debt issuance with the contingency.

UCF Finance Corporation Financial Report Presentation (INFO-2)
Pittman and Deborah German, Vice President for Medical Affairs and Dean of the UCF College
ol Medicine, presented the UCF Finance Corporation’s history, operating results, and budget.
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University and DSO Debt Report (INFO-3)
Pittman reported that the University and DSO Debt Report was provided as an information item.

Chair Marchena adjourned the Finance and Facilities Committee meeting at 9:17 am.

Respectlully submitted: A,\) T - lo- _Q_-[H_
William F. Me ck 1 Date

Vice President for Administration and Finance
and Chief Financial Officer
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ITEM: FFC-1

University of Central Florida
Board of Trustees
Finance and Facilities Committee

SUBJECT: UCI’s Revised Debt Management Guidelines

DATE: October 22, 2014

PROPOSED COMMITTEE ACTION

Approve UCE’s revised debl management guidelines.

BACKGROUND INFORMATION

The university revised its Debt Management Guidelines in 2010 after the Board of Governors
adopied revised Debt Management Guidelines at its September 16, 2010, meeting. Types of debt
issuances are cxcluded from requiring Board of Governors’ approval. The university’s guidelines
currently have no exclusions and require all new issuances of debt to be approved. In order to
make the issuance of smaller debt items more efficient, the guidelines have been amended to
allow some of the types of debt currently excluded from approval by the Board of Governors to
be excluded from approval by the Board of Trustees under certain conditions. The amendments
do not alter existing Board of Governors’ policy. A red-lined copy of UCE’s Debt Management
Guidelines is attached reflecting the recommended changes.

Supporting documentation: UCF’s Revised Debt Management Guidelines

Prepared by: John C. Pitiman, Associate Vice President
for Administration and Finance, Debt Management

Submitted by: William F. Merck I1, Vice President for Administration and Finance
and Chief Financial Officer
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UNIVERSITY OF CENTRAL FLORIDA

DEBT MANAGEMENT GUIDELINES

Approved
November 30, 2006
Revised - Oetober12:-20100c¢tober 22, 2014
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I INTRODUCTION
The Need for and Purpose of Debt Management Guidelines

The University of Central Florida (*University™ or “UCF") and its direct suppon
organizations (“DS0s™) have funded significant investments in infrastructure, such as buildings,
equipment, land, and technology, to meet the needs of a growing student population and (o
upgrade and maintain existing capital assets. A significant amount of the funding for this
investment in infrastructure has been provided through the issuance of dett for the benefit of the
university and its (“DS0Os™).
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by the Board of Trustees (“BOT”). Certain debt must also be approved by the Florida Board of
Governors (“Board™) pursuant to its debt issuance guidelines dated April 27, 2006.

For purposes of these guidelines:

i} debt™ means bonds, loans, promissory notes, lease-purchase agreements, ceificales
of participation, installment sales, leases, or any other financing mechanism or
financial arrangement, whether or not a debt for legal purposes, for financing or
refinancing, for or on behalf of a state University or a direct support organization, or
for the acquisition, construction, improvement or purchase of capital outlay projects:

i) “capital outlay project” means (i) any project to acquire, construct, improve or
change the functional use of land, buildings, and other facilities, including furniture
and equipment necessary o operate a new or improved building or facilivy, and (ii)
any other acquisition of equipment or software; and

iif) “financing documents™ means those documents and other agreements entered into by
the state University or the DSO establishing the terms. conditions, and requirements
of the del issuance,
iv]) “auxiliary enterprise”™ means any activity defined in section 1011.47(1), Florida
Statutes, and performed by a university or a direct support organization,
Jrelated entity” means any legally defined organization created or controfled by - -[ru-rnalml: Font color: Text 2 ]
the university.

11, GENERAL DEBT ISSUANCE GUIDELINES

| PROCESS FOR-SUBMITHING DEBT-FORAPPROVAL
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DS0s, as applicable, to engage in_ the following types of financings without Board
approval:

o_Universities may finance the acquisition of equipment and software
provided such financings are accomplished in accordance with the

deferred-purchase provisions in Chapter 287, Florida Statutes.
o_[¥50s may finance the acquisition of equipment and software financings

provided the overall term of the financing, including any exiension,
renewal or  refinancin hereof, does not _exceed five years or the
estimated useful life of the equipment or software, whichever is shorter.

o_DS0s may issue promissory notes and grant conventional mortgages for
the acquisition of real property., However, no mortgage or note shall
exceed 30 years,

o University an debt secured solely with gifts and donations and
ledges of gifts so long as the maturity of the debt, including extensions

renewals and refundings, does not exceed five years and so long as the

faciliti ing financed have been included in the university’'s five-year

capital improvement plan that has been approved by the Board of .
T T AR - LI 18 2 AN .~ rormatted: Font color: Dark Red

o Refundings for debt service savings where final maturities are not
extended.

o Fully collateralized lines of credit intended to be used for temporary cash
flow needs.

& Energy Performance-Based Contracts, in accordance with the provisions

of section 1013.23, Florida Statutes, not to exceed $10,000,000.

o Universities may borrow up to $20,000,000 from a university DSO on a
non-recourse basis to finance a capital project. The term of the borrowing

may not excesd thi ears, and the interest rate, if any, may not

exceed current market interest rates. The university retains legal title to
any capital project financed in whole or in part by such loan irrespective

of whether the loan is repaid. The DSO is prohibited from transferring the

10060/0/0081 3685.00CXK1 )2
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note or any other instrument associated with the borrowing to any other

enhity.

L4 EES' APP

The following types of financings are exempt from Board of Governors® gmrﬂ_m:
may be engaged in by the university and its DS0s as applicable, with approval by the Presicdent of °,

the university and without a vitl

o Universities may finance the acquisition of equipment and software provided such
financings are accomplished in accordance with the deferred-purchase provisions in
Chapter 287, Florida Statutes up to an amount not to exceed $100,000,

0 DS0s may finance the acquisition of equipment, software and mortgage backed
financings provided the estimated useful life of the equipment, sofltware, or property

{excluding real property) gdoes not exceed five years and the amount does not exceed

Any DSO debt issued under these exemptions must still be approved by the Board of
Directors for the DSO.

PROCESS FOR SUBMITTING DEBT FOR APPROVAL
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Hnu'ng.‘ The submission of proposed debt for approval by the BOT shall be governed b}'. ™ Formatted: Indent: Left: 1, First ine: 0"

the following process:

a) Mo later than four weeks prior 1o a BOT meeting where approval for the issuance of
debt is sought, a copy of all information required to be submitted by these guidelines
in support of the request shall be provided 1o the BOT Associate Corporate Secretary

for inclusion in the board packet.
Information required for the board package.

a) A proposed agenda item.

University or DS0 describing the project and its feasibility. _Support fur_: " Formatten: Font color: Accent 1
quantitative metrics justifying the need for construction and the assessment 4 Formatted: Font coice: Dark Red

of private sector alternatives (cost comparison) should be included in_this

sechion.

¢) For debt issued by DSOs, a resolution adopted by the DSO board approving issuance

of the debi.
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e)

]

h)

i)

k)
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Estimated project cost, with schedules drawn by month and including start and
completion dates, and estimated useful life, and the date bond-debt proceeds are
requined.

The sources-and-uses of funds, clearly depicting all costs, funding sources expected
to be used to complete the project, and the estimated amount of the debt to be issued,

An estimated debt service schedule with the assumed interest rate on the debt clearly

disclosed. ITthe proposed overall debt service is not structured on a level debt service

basis, an explanation shall be provided that gives the reason it is desirable 10 deviate
from a level debt structure,

One consolidated debt service schedule separately showing any outstanding debt
related 1o or impacting the debt being proposed, the proposed debtl and the new
estimated total debt service.

A deseription of the security supporting the repayment of the proposed debt and the
lien position the debt will have on that security. 11 the lien is junior to any other debt,
the senior debt must be deseribed.  Furlhermore, a description of why the debt is
proposed to be issued on a junior lien basis must be provided, A statement citing the
legal authority for the source of revenues securing repayment must also be provided.

I debt is to be incurred on a parity basis with outstanding debt, a schedule showing
estimated compliance with any additional bonds requirement set forth in the
documents govermning the outstanding debt. The applicable provisions of the
documents for bondsdebt of DSOs should be provided.

I auxiliary revenues are pledged for debt service, financial statements for five years,
if available, for the auxiliary,

A five-year history, if available, and five-year projection of the revenues securing
payment and debt service coverage,

Evidence that the project is consistent with the University’s master plan or a
statement that the project is not required to be in the master plan,

m} For variable rate debi proposals:

i) the expected reduction in total borrowing costs based on a comparison of lixed
versus variable interest rates;

i) @ variable rate debt management plan that addresses liquidity and interest rate
risks and provides, at a minimum: a description of budgetary controls, a
deseription of  liquidity arrangements, a discussion of why the amount of
variable rate debt being proposed is appropriate, and a plan for hedging interest
rate exposure. 1 interest rate risks are to be mitigated by the use of derivatives,
then evidence that the counterparty has a long term rating of at least an A/A2 and

{0060/00/008] 3685.D0CKv 14
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a swap management plan as set forth in the Board's Debt Management
Guidelines must be submitted.

iii} a pro forma showing the fiscal feasibility of the project using current market
interest rates plus 200 basis points:

iv) the total amount of variable rale debt including the proposed debt as a
percentage of the total amount of University and S0 debt outstanding; and

vl the individual or position that will be responsible for the reporting requirements
for variable rate debt as set forth in these guidelines.

If all or any portion of the financing is contemplated to be done on a taxable basis,
then evidence must be submitted demonsirating that the issuance of taxable debt is in
the best interest of the University,

A statement explaining whether legislative approval is required, and il requircd, an
explanation as o when legislative approval will be sought or evidence that legislative
approval has already been oblained.

I a request is made to employ a negotiated method of sale, an analysis must be
provided supporting the selection of this method that includes a discussion of the
factors set forth in section 1V of these Guidelines.

A description of the process used o select cach professional engaged in the
transaction, showing compliance with the competitive selection process required by
these Guidelines, Specific contact information for each selected professional must be
included, and at a minimum, should disclose the professional’s name, fim name,
address, email address, phone number, and facsimile number.

The most recent annual variable rate debt report.

The calculation of a return on_investment or an internal rate of return for
il e o e e gt T (UL L

revenue generating projects, Other _appropriate_measures should be

provided for non-revenue generating projects. If the proposed debt is to be
issued on a parity basis, project costs may be offset against total system

revenues,

w't-gm-l 010.62-(7):
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Ceemitting University Resonrces for Debt Issuwed by Direct Support Qrganizations

The debt of any DSO may not be secured by an agreement or contract with the University
unless the source of payments under such agreement or coniract is limited to revenues that the
University is authorized to use for the payment of debt service. Any such contract or agreement
shall also be subject to the requirements set forth under “Security Features — Pledged Revenues.”

Credit Raiings

Sy public offering of debt obligations shall Where-possible—al-new-financingsshoukd-be

structured 1o achieve a minimum rating of “A™ from at least two nationally recognized rating

agencies, Credit enhancement may be used to achicve this goal._ Privately placed debt

—

- | Formatted: Font color: Accent 1

obligations are nod required o have a rating,

Tax Stafus

All University and DSO debt should be issued tax exempt unless the issuance of taxable
debt is in the University's best interest.

Security Features
Pledged Revermes. The revenues that may secure debt include the following:

a) Activity and Service Fee, subject to the limitation that annual debt service payable from
these fees does not exceed five percent of the revenues derived therefrom.

b} Athletic Fee, subject to the limitation that annual debt service payable from these fees
does not exceed live percent of the revenues derived therefrom,

c) Health Fee.
d} Transportation Access Fee,
¢) Hospital Revenue,

f) Licenses and Royalties for facilities that are functionally related to the University
operation or DSO reperting such royalties and licensing fees.

g} Gifts and Donations for debt not longer than five years,

h) Overhead and indirect costs and other monies not required for the payment of direct costs
ol grants.

i) Assets of University Foundations and DXS0s and carnings thereon,

{D0600/008] 36B5.DOCKYE 16
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1) Awuxiliary Enterprise Revenues, e.g., housing, parking, food service, athletic, retail sales,
research activities.

Revenues which are not enumerated above may not be pledged to secure debt

mmittee Items

- { Formatted: Font color: DarkRed |

unless authorized by law for such purpose. In the case of university-issued debt, the

pledge of revenues which secures debt should specifically identify the sources pledged

and not use general or vague terms such as “lawfully available revenues” The

guidelines for pledging revenues and securing debt shall also apply to debt structures
which involve an agreement, contract or lease with the university or its DSOs, i.e, the
revenues being pledged to secure debt must be specifically identified and lawfully
available for such purpose,

Functional Relationships. Revenues from one auxiliary enterprise (a “Supporting Auxiliary
Enterprise™) may not be used to secure debt of another auxiliary enterprise unless the Board,
alter review and analysis, determines that the facility being financed (the “Facility™) is
functionally related 1o the Supporting Auxiliary Enterprise’s revenues being used 1o secure such
debt. The Board must determine whether a functional relationship exists whenever revenues
from a Supporting Auxiliary Enterprise will be used to pay or sccure the debt of a Facility or
when proceeds of bondsdebt issucd by a Supporting Auxiliary Enterprise will be used, directly or
indirectly, to pay costs relating to a Facility,. When a functional relationship is established
between a Facility and a Supporting Auxiliary Enterprise, only that portion of the Supporting
Auxiliary Enterprises’sEnterprise’s revenues that exceed its operating requirements and debt
service, if any, may be pledged to secure such debt; provided that such pledge may be on parity
with outstanding debt if permitted by the covenants and conditions of the outstanding debt.

A functional relationship exists when a nexus is established between the Facility and the
Supporting Auxiliary Enterprise’s revenues.  Whether a facility is functionally related 1o the
Supporting Auxiliary Enterprise’s revenues must be determined on a case by case basis, taking
into consideration the unique facts and circumstances surrounding each individual situation,

Examples of functional relationships include, but are not limited 1o a parking facility
intended to provide parking to residemts of a student housing facility and located with reasonably
close proximity 1o a student housing facility; a food services facility intended 1o serve residents
of a student housing facility and located within reasonably close proximily to a student housing
facility; or shared infrastructure (e.g. water lines, sewer lines, utilitics, plaza arcas) located within
reasonably close proximity to both the Facility and the Supporting Auxiliary Enterprise.  While
representations that a Facility will provide general benefits to or enhance the experience of the
student body are desirable, this factor alone is not determinative in and of itsell to establish a
functional relationship between the Facility and the Supporting Auxiliary Enterprise’s revenues,

Lien Starus,  All bendgdebt of a particular program should be secured by a first lien on

specified revenues. Additionally, bendsdebt should generally be equally and ratably secured by

the revenues pledged to the payment of any outstanding bendsdebt of a particular bond program.

10060000081 3685.D0OCXVIT
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However, the creation of a subordinate lien is permissible if a first lien is not available or
circumstances require.

Reserve Fund, Debt service reserve requirements may be satisfied by a deposit of bond
procecds, purchase of a reserve fund credit facility, or funding from available resources over a
specified period of time. In the submission of a request for debt issuance, it is preferred, though
not required, that the bond size for the proposed debt include provisions for funding a reserve
from bond proceeds. This provision will ensure that, in the event the University is unable to
obtain a reserve fund credit facility, it will still have an auhorized bond amount sufficient o
fund its needs. Debt service reserve requirements may also be satisfied with cash balances.

Credit Enhancemend,  Any bond insurance or credit enhancement should be chosen
through a competitive selection process analyzing the cost of the insurance or credit
enhancement and the expected interest cost savings 1o result from their use.

Capitalized fmierest, Capitalized interest from bond proceeds should only be used when
necessary for the financial feasibility of the project.

Strircinral Features
Length of Maturity. The final maturity on bendsdebt should not exceed thirly years,

Debt secured by gifts and donations shall not be considered long-term financing bul may
be used as a temporary or construction loan to accelerate construction of facilities. Accordingly,
the maturity of debt secured by gifls and donations shall not exceed five years, including roll-
overs o refinancings except refinancings to implement permanent financing.  Debt issued o
finance equipment and soflware may not be longer than five years or the useful life of the asset
being financed, whichever is shorter. Lastly, the final maturity of the debt should not exceed the
estimated uselul life of the assets being financed.

Redemption Prior to Maturity #endsfebr should be structured with the least onerous call

features as may be practical under prevailing market conditions. BendsDebt of a particular issue
may be sold as non-callable ifit is shown 1o be in the best interest of the University or DSO.

Debr lsswed With a Forward Delivery Date. Debt with a Forward delivery date may be
issued if the advantages outweigh the interest rate penalty that will be incurred and the
University or D30 is protected from adverse consequences of a failure to deliver the deb,

Tuverest Accrual Feattres

Fixed Rate, Curvens Interest Debr. Fixed rate debt will continue to be the primary means
of financing infrastructure and other capital needs.

Derivatives. The University or a DSO should normally issue conventional fived rate
bondsdebt. However, allemative financing instruments may be used when the inherent risks and
additional costs are identificd and proper provision is made to protect the University and D50

{D0600/008]1 3685.D0C KV 18
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from such risks. A comprehensive derivatives policy should be esiablished prior to entering into
transaclions using derivatives products.

Capital Appreciation Bonds.  When a compelling University imerest is demonstrated
capital appreciation bonds may be issued.

Varighle Rate Bendsfebe. Variable rate debt may be issued where, considering the totality

of the circumstances, such bendsdebt can reasonably be expected to reduce the total borrowing
cost to the University or DSO over the term of the financing. The following guidelines should
apply o the issuance of variable rate debr:

a) Fxpected reduction in total borrowing cost.  In determining reasonably expected
savings, a comparison should be made between a fixed rate finaneing at then current
interest rates and a variable rate transaction, based on an appropriate lloaling rate
index. The cost of the variable rate transaction should take into account all fees
associated with the borrowing that would not typically be incurred in connection with
fixed rate bondsdebt, such as tender agent, remarketing agent. or liquidity provider
fees.

b)

Budgetary comrols. The following guidelines should be followed in establishing a
variable rate debt service budget:

i

i)

A principal amortization schedule should be established, with provisions made for
payment of amortization installments in each respective annual budger;

Payment of interest for each budget year shall be calculated using an assumed
budgetary interest rate that allows for fuciuations in interest rates on the

bondsdebt without exceeding the amount budgeted. The budgetary interest rate -

may be established by: (1) using an ariificially high interest rate given current
markel conditions; or (2) setting the rate based on the last 12 months actual rates of’
an appropriste index plus a 200 basis point cushion or spread to anticipate interest
rate fluctuations during the budget year. The spread should be determined by
considering the historical volatility of short-term interest rates, the dollar impact on
the budget and cerrent cconomic conditions and forecasts: or, (3) any other
reasonable method determined by the University or DSO and approved by the
Board:

iii) The amount of debt service actually incurred in cach budget year should be

iv)

maonitored monthly to detect any significant deviations from the annual budgeted
debt service.  Any deviations in interest rates that might lead to a budgetary
problem should be addressed immediately; and

As part of the effort to monitor actual variable rate debt service in relation to the
budgeted amoums and external benchmarks, the University or D80 should
establish a system to monitor the performance of any service provider whose role
it is to periodically reset the interest rates on the debt, i.c., the remarketing agent
or auclion agent.

10060/00/00E 1 3685.DOCXKYI Y
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d) Establish a hedge with short-term investmenis.  Consideration should be given to

¢)

mitigating the variable interest rate risk by creating a hedge with short-term
investments.  Appropriate personnel should monitor the hedge monthly, The ratio of
such short-term investments to variable debt needs to be examined in conjunction with
other interest rate risk hedging, striking an overall balance to minimize interest rate
risk.

Variable interest rate ceiling. The bond documents should include an interest rate
ceiling of no greater than 12%,

Mitiganing interest rate risks with derivatives. Al a minimum, a University or DSO
engaging in this type of interest rate risk mitigation must provide;

i} Evidenee that the counterparty has a long term rating of at least an A/A2; and
i) A swap management plan that details the following:

a) Why the University is engaging in the swap and what the objectives of the
swap are,

b) The swap counterparty's rating.

¢) An understanding by the issuer of the cash flow projections that detail costs
and benefits for the swap.

d) The plan of action addressing the aforementioned risks associated with swaps,

¢) The events that trigger an carly termination (both volumary and involuntary)
under the swap documents, the cost of this event, and how such would be paid.

N The method for rehedging variable rate exposure should early termination be
exercised.

g) A list of key personnel involved in monitoring the terms ol the swap and
counterparty credit worthiness,

g) Liguidicy. 1T UCF or DSO chooses to provide its own liquidity, it must maintain ligquid

h

—

assels or facilitics equal to 100% of the outstanding VRDOs,

Submission af periodic reports. By September 30th of each year, Fithe Universily

will prepare and submit to the BOT an annual variable rate debl report showing the
position during the previous period of the University or DSO variable rate debt with
respect 1o the following measures:

i) the towal principal amount of variable rate debt to principal amount of total debi;

{0060/00/008 13685, DOCKVIHID
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i) the amount of debt service accrued during the reporting period in relation to the
pro-rata amount of annval budgeted debt service for the reporting period.  1f the
amount of debt service that accrued during the reporting period exceeded the
pro-rata amount of annual budgeted debt service for the period, the University
shall explain what actions were taken to assure that there would be sufficient
revenues and budget authority to make timely payments of debt service during
the subsequent years; and

i} the amount of variable rate debt in relation 1o the amount of the University's
andfor DR0's short-term investments, and any other strategies used o hedge

interest rate risk.

Other Types of Financings

Refioreding 301‘1‘6—.‘;;’:_'_'_ The following guidelines should apply to the issuance of -
- | Formatted: Font color: Accent 1

refunding bondsdebt, unless circumstances warrant a deviation therefrom:

b) The life of the refunding bendsdebt should not exceed the remaining life of the

bondsdcht being refunded. e

¢} Advance refunding bandsél_m issued 1o achieve debt service savings should have a

minimum target savings level measured on a present value basis cquul to 5% of the
par amount of the bondsdebt being advance refunded. The 5% minimum targel
savings level for advance refundings should be used as a general guide to puard
against prematurely using the one advance refunding opportunity for post-1986 bond

issues, However, because of the numerous considerations involved in the sale of

advance refunding bondsdebt. the 5% target should not prohibit advance refundings

when the circumstances justify a deviation from the guideline.

d) Refunding bendsdebt that do not achieve debt service savings may be issued to
restructure debt or provisions of bond documents il such refunding serves a
compelling University interest,

Certificates af Participation and Lease-Tvpe Financing.  The University or D8O may
utilize these financing structures for all purposes, but it shall be considered as debt for the
purposes of these guidelines and the universities shall always budget and make available monies
necessary Lo pay debt service, notwithstanding the right to cancel the lease.

Conversions of existing variable rate_debl, A conversion between interest rate modes .

| Formatted: Font color: Accent 1
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pursuant to the provisions of variable rate financing documents does not require BOG
a]:lprmrai However, ten davs prior_to the conversion, the universities or their DSOs

ion and provide a summary of the terms of (i.e.

10060/0M008 1 3685.D0CKI} T

19



Finance and Facilities Committee M eeting - Finance and Facilities Committee [tems

interest rate, debt service schedule, etc) and reasons for the conversion.  The
universities and DS0Os should answer all questions _and provide any additional
information that BOG staff deem necessary to fully understand the conversion,

. METHOD OF SALE AND USE OF PROFESSIONALS
Analysis of Method of Sale

The University or D50 may utilize cither a competitive or negotiated sale. 11 however, a
request is made for a DSO o sell debt using a negotiated sale, stalf must provide the BOT with
an analysis showing that a negotiated sale is desirable. The analysis should include, bul not
necessarily be limited to, a consideration of the following factors:

a) Debt Structure

i) pledged revenues — strong revenwe siream vs. limited revenue base;

i) security structure — conventional resolution, cash flow, rate and coverage
COVERanis vs, unusual or weak covenants:

iii)  debt instrument — traditional serial and term bonds vs. innovative, complex
issues requiring special marketing; and

iv) size — a smaller transaction of a size that can be comfortably managed by the
markel vs, a large size that the market cannot readily handle,

by Credin Quality
i) ratings - “A” or better vs. below single “A™; and
i} outlook — stable v, uncertain.

c) lssuer

i) type of organization — well-known, general purpose vs. special purpose,
independent authority:

ii} frequency of issuance — regular borrower vs. new or infrequent borrower; and
iii) market awareness — active secondary market vs. little or no institutional awareness.

dy Market

10060VOD/00R1 3685, DOCKYI 12
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i) interest rates — stable; predicable vs. volatile;

i) supply and demand - strong investor demand, good liquidity vs. oversold, heavy
supply: and

iti) changes in law — none vs, recent or anticipated

BondgDebt may also be sold through a private or limited placement, but only if it is . - { Formatted: Font color: Accent 1

determined that a public offering through cither a competitive or negotiated sale is not in the best
interests of the University or D30,

Altecation af Bownds
In the event a negotiated sale by a DSO is determined to be in the University’s best
interest, syndicate rules shall be established that foster competition among the syndicate

members and ensure that all members of the syndicate have an opportunity to receive a fair and
proper allocation of bonds based upon their ability to sell the bonds.

Report on Sale of Bondsfeli

The University or S0 shall prepare a report on the sale of bondsdebt or anytime it incurs
debt. The report shall be prepared and provided to the BOT as soon as practicable but in no
event later than one month after closing the transaction in the format and manner provided by the
BOT, which at a minimum, shall include the following:

a) The amount of the debi,

b) The interest rate on the debt.

¢l A final debt service schedule or estimated debt service schedule if a variable rate debt
or the interest rate is subject to adjustment.

d) Any aspect of the transaction that was different rom the transaclion submitted for
approval.

e) Memized list of all fees and expenses incurred on the transaction, including legal fees,
) For negotined sale of bondsdebt:

i) the underwriters” spread detailing the management fee:

if) takedown by maturity and aggregate takedown;

ifi) any risk component and an itemized list of the expense component;

iv) orders placed by each underwriter and final bond allocation;
(0060000081 3685, DOCKYI I3
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v) total compensation received by each underwriter; and
vi) any repori or opinion of the financial advisor,
g) Final official statement for publicly offered bonds.
h} Bond insurance or any other form of credit enhancement and the terms thereof,
i) Credit rating reports.
Selection of Financing Professionals
The use of underwriters for negotiated financings and the use of financial advisors for
negotiated and competitive offerings is necessary o assist in the proper structuring and sale of
debt. To assure lairness and objectivity in the selection of professionals and to help select the
most qualitied professional, the selection of underwriters and financial advisors should be
accomplished through a competitive selection process.
IV. DISCLOSURE
Primary Disclosure
Staft shall use best practices in preparing disclosure documents in connection with the
public offer and sale of debt so that accurate and complete financial and operating information
needed by the markets to assess the credit quality and risks of each particular debt issue is
provided.

Continuing Disclosure

DSOs shall fulfill all continuing disclosure requirements set forth in the transaction
documents and as required under Rule 15¢2-12 of the Securities and Exchange Commission.

V.  POST-ISSUANCE CONSIDERATIONS
Investment of Proceeds of Debt Issued by DSOs

Consiruction Funds. Funds held for payment of debt service and all other funds held as
required by the documents of any financing shall be invested consistent with the terms of the
Financing Documents.

Arbitrage Compliance

The University and its DSOs will comply with federal arbitrage regulations. Any
arbitrage rebate liabilities should be calculated and funded annually.

{0060/00/00813685.DOCXv1}14
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Vi. EFFECT

The foregoing guidelines shall be effective immediately and may be modified from time to
time by the Board as circumstances warrant. The guidelines are intended to apply prospectively
to all University and DSO debt.
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ITEM: FFC-2
University of Central Florida

Board of Trustees
Finance and Facilitics Committee

SUBJECT: Revisions to UCE Investment Policy

DATE: October 22, 2014

PROPOSED COMMITTEE ACTION

Approval of the revisions to the operating funds supplement to the UCF Investment Policy.

BACKGROUND INFORMATION

UCK's investment policy has cash balances divided into four pools ranging from extremely
low risk cash and cash equivalents in Pool | 1o a combination of longer maturity bonds and
equity investments in Pools 11, 111, and 1V. For context, as of August 31, 2014, the total
market value of all four pools was approximately $242,750,000. Pool | had a market value of
approximately $30,000,000, Pool 11 $20,150,000, Pool 111 $119,600,000, and Pool 1V
$73,000,000.

In order to increase portfolio diversification and provide increased flexibility to manage the

duration and yield curve exposures and relative value, the university’s investment consultant
has recommended changes to the authorized investment guidelines in Operating Pool Il and

Operating Pool 111 as follows:

1. In Opcrating Pool 11:
a. increase the maximum average effective maturity of the securities from one

and a halfl years 1o three years at the time of purchase,

b. lower the minimum rating of corporate securities from AAA to A-, and

¢. change the weighted average quality of the portfolio from AAA to AA+ rating
or higher.

2. In Operating Pool 111:
a. increase the maximum average effective maturity of the securities from five
years lo seven years at the time of purchase,
b. lower the minimum rating of corporate securities from A to A-, and
¢. change the weighted average quality of the portfolio from AA to AA- rating or
higher.

Page 1 of 2
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Supporting documentation:  Summary of Manger Requested Investment Policy
Changes (Altachment A)
UCF Operating Pool 11 Sub-section (Attachment B)
UCF Operating Pool 111 Sub-section (Attachment C)

Prepared by: Tracy Clark, Associate Vice President for Finance and Controller

Submitted by: William F. Merck 11, Vice President for Administration and Finance
and Chiel Financial Officer

Page 2 of 2
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Attachment B

OPERATING POOL Il SUB-SECTION

to the
Operating Funds Supplement to the University of Central Florida Investment Manual

This Sub-Section is a part of the Operating Funds Supplement to the University of Central
Florida Investment Manual and is intended only to complement the objectives and guidelines
outlined therein. The purpose of this Sub-Section is to set forth the specific investment
objectives and parameters for the management of financial assets of Operating Pool Il.

Operating Pool Il will be designated to cover the University's medium term requirements such
as debt service for the next year. In addition to compliance with the provisions of the Operating
Funds Supplement to the University of Central Florida Investment Manual, Operating Pool Il
investments must comply with the following guidelines and objectives.

. Investment Objectives

A. Operating Pool Il should be structured to provide adequate liquidity and current income.
Investments shall be made subject to the debt service cash flow needs of the University
in accordance with the schedule provided by the Finance Committee, and shall be
subject to any revisions thereafter.

B. Investments shall be undertaken in a manner that seeks the preservation of capital and
adequate liquidity in the portfolio. The objective will be to limit credit risk and interest rate
risk to a level commensurate with prudent investment practices of such debt service
reserve portfolios.

. Guidelines
A, Authorized Investments

Pursuant to the investment powers of the Finance Commitiee as set forth in the Florida
Statutes and the delegation of authority granted by the University Board of Trustees, the
Finance Committee sets forth the following investment guidelines and limitations.

1. Fixed Income

a. All fixed income investments shall maintain a minimum rating of “AAAA- or
higher by a major credit rating service.

a-b, The weighted average quality of the fixed income portfolio shall maintain
a rating of AA+ or higher.

b.c.Duration of the fixed income portfolio shall not exceed the effective duration of
the Merrill Lynch 1-Year Treasury index by 25%.

&.d. The maturity of any single security at the time of purchase shall not exceed an
average effective maturity of 316 years.

de. Operating Pool Il shall maintain a dollar-weighted average effective
maturity of 1 year or less.

2. Cash & Equivalents

| Poolll - 220400ctober 22, 2014 Page 8
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Attachment B

Pooled investment funds

a. For purposes of Operating Pool Il, pooled investment funds may include CDARS,
SPIA, mutual funds, commingled funds, and exchange-traded funds.

b. Investments in any single pooled investment fund shall be limited to 50% of the
market value of the Operating Pool II's assets.

lil. Target Allocations

In order to provide for a diversified portfolio, the Finance Committee will engage investment
professionals to manage and administer Operating Pool Il. Each Investment Manager
retained will be responsible for the assets and allocation of their mandate only and, where
applicable, will be provided an addendum to this Sub-Section with their specific performance
objectives and investment evaluation criteria. The Finance Committee has established the
following target asset allocation for Operating Pool Il:

Asset Group Target Range Comparison
Fixed Income 75% | 50% - 100% | ML 1-year Treasury |
Cash & Equivalents 25% 0%-50% | 90 Day US T-Bills

The Finance Committee will monitor the aggregate asset allocation of the portfolio, and will
rebalance to the target asset allocation based on market conditions. If at the end of any
calendar quarter, the allocation of an asset class falls outside of its allowable range, barring
extenuating circumstances such as pending cash flows or allocation levels viewed as
temporary, the asset allocation will be rebalanced into the allowable range. To the extent
possible, cash contributions into and withdrawals from the portfolio will be executed
proportionally based on the most current market values available. The Finance Committee
does not intend to exercise short-term changes to the target allocation.

IV. Investment Performance Objectives

The following performance measures will be used as objective criteria for evaluating the
effectiveness of the Investment Managers.

A. Total Portfolio Performance
1. The perfarmance of Operating Pool Il will be measured for rolling three (3) and five
(5) year periods. The performance of the portfolio will be compared to the return of
the target index consisting of 75% Merrill Lynch 1-Year Treasury and 25% 90 Day
US T-Bill index.

2. On an absolute basis, the objective is that the return of the Operating Pool Il portfolio
will provide liquidity and current income.

| Pool Il - 220400ctober 22, 2014 Page 9
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Attachment B

V. Review and Amendments

It is the Finance Committee's intention to review this Sub-Section at least annually and to
amend it to reflect any changes in philosophy, objectives, or guidelines. In this regard, the
Investment Manager's interest in consistency in these matters is recognized and will be
taken into account when changes are being considered. If, at any time, the Investment
Manager feels that the specific objectives defined herein cannot be met, or the guidelines
constrict performance, the Finance Committee should be notified in writing.

By signing this document, the Vice President for Finance & Administration and Chief
Financial Officer attests that this Sub-Section has been recommended by the Investment
Consultant, reviewed by the Fund's legal counsel for compliance with applicable law, and
approved by the Chairman of the Finance Committee of the Board of Trustees.

University of Central Florida

Vice President for Finance & Administration Date
Chief Financial Officer

| Poolll - ber 22, 2014 Page 10
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Attachment C

OPERATING POOL liIl SUB-SECTION

to the
Operating Funds Supplement to the University of Central Florida Investment Manual

This Sub-Section is a part of the Operating Funds Supplement to the University of Central
Florida Investment Manual and is intended only to complement the objectives and guidelines
outlined therein. The purpose of this Sub-Section is to set forth the specific investment
objectives and parameters for the management of financial assets of Operating Pool .

Operating Pool Il will be considered excess cash reserves that may be invested in longer term
investments (up to 5 years). In addition to compliance with the provisions of the Operating
Funds Supplement to the University of Central Florida Investment Manual, Operating Pool Il
investments must comply with the following guidelines and objectives.

I. Investment Objectives

A. Operating Pool lll should be structured to provide the moderate growth and a reasonable
safety of principal while generating an above benchmark total rate of retum.
Investments shall be made subject to the University reserve needs in accordance with
the schedule provided by the Finance Committee, and shall be subject to any revisions
thereafter.

B. Investments shall be undertaken in a manner that seeks to balance the growth of the

portfolio against the limited time horizon of Operating Poal I, Given the limited time
horizon of Operating pool Ill, reasonable liquidity should be maintained as a primary
objective.

Il. Guidelines

A. Authorized Investments

Pursuant to the investment powers of the Finance Committee as set forth in the Florida
Statutes and the delegation of authority granted by the University Board of Trustees, the
Finance Committee sets forth the following investment guidelines and limitations.

1. Equity

a. Investments in equity securities shall not exceed twenty percent (20%) of the
market value of Operating Pool lilI's assets.

2. Fixed Income

| a. All fixed income investments shall maintain a minimum rating of “A-A- or higher
by a major credit rating service.

b. The weighted average quality of the fixed income portfolio shall maintain a rating
| of “AACAA- or higher,

¢. The duration of the fixed income portfolio shall not exceed the effective duration
of the Merrill Lynch 1-5 Year Government/Carporate A or Better Index by 50%.

d. The maturity of any single security at the time of purchase shall not exceed an
‘ average effective maturity of 67 years.

| Pool Ill - 8/26/20430¢tober 22, 2014 Page 11
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Attachment C

3. Cash & Equivalents
4. Pooled Investment Funds

a. For purposes of Operating Pool lll, pooled investment funds may include mutual
funds, commingled funds, and exchange-traded funds.

lll. Target Allocations

In order to provide for a diversified portfolio, the Committee will engage investment
professionals to manage and administer Operating Pool . Each Investment Manager
retained will be responsible for the assets and allocation of their mandate only and, where
applicable, will be provided an addendum to this Sub-Section with their specific performance
objectives and investment evaluation criteria. The Finance Committee has established the
following target asset allocation for Operating Pool Il.

Asset Group Target Range Comparison el
Domestic Equity 16% 10% - 20% | S&P 500

Intermediate Fixed Income | 85% 75% - 95% | ML 1-5yr G/C A or Better

Cash & Equivalents 0% | 0%-15% |90 Day US T-Bills

The Finance Committee will monitor the aggregate asset allocation of the portfolio, and will
rebalance to the target asset allocation based on market conditions. If at the end of any
calendar quarter, the allocation of an asset class falls outside of its allowable range, barring
extenuating circumstances such as pending cash flows or allocation levels viewed as
temporary, the asset allocation will be rebalanced into the allowable range. To the extent
possible, cash contributions into and withdrawals from the portfolio will be executed
proportionally based on the most current market values available. The Finance Committee
does not intend to exercise short-term changes to the target allocation.

IV. Investment Performance Objectives
The following performance measures will be used as objective criteria for evaluating the
effectiveness of the Investment Managers.
A, Total Portfolio Performance
1. The performance of Operating Pool IIl will be measured for rolling three (3) and five
(5) year periods. The performance of the portfolio will be compared to the return of
the target index consisting of 15% S&P 500 and 85% ML 1-5 Year
Government/Corporate A or Better index.
2 On a relative basis, it is expected that Operating Pool llI's performance will rank in
the top 40" percentile of the appropriate peer universe over three (3) and five (5)
year time periods.
3. On an absolute basis, the objective is that the return of Operating Pool lll will provide
a total return that exceeds the Consumer Price Index plus 2%.
Pool Il - 8426/2043 October 22, 2014 Page 12
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Attachment C

B. Equity Performance

1, The combined equity portion of the portfolio is expected to perform at a rate at least
equal to the S&P 500 index.

2. On a relative basis, the equity portfolio is expected to rank in the top 40" percentile
of the appropriate peer universe over three (3) and five (5) year time periods.

3. Individual components of the equity portfolio will be compared to the specific
benchmarks defined in each Investment Manager addendum.

C. Fixed Income Performance

1. The combined fixed income portion of the portfolio is expected to perform at a rate at
least equal to the Merrill Lynch 1-5 Year Government/Corporate A or Better index.

2. On a relative basis, the fixed income portfolio is expected to rank in the top 40"
percentile of the appropriate peer universe over three (3) and five (5) year time
periods.

3. Individual components of the fixed income portfolio will be compared to the specific
benchmarks defined in each Investment Manager addendum.

V. Review and Amendments

It is the Finance Committee's intention to review this Sub-Section at least annually and to
amend it to reflect any changes in philosophy, objectives, or guidelines. In this regard, the
Investment Manager's interest in consistency in these matters is recognized and will be
taken into account when changes are being considered. If, at any time, the Investment
Manager feels that the specific objectives defined herein cannot be met, or the guidelines
constrict performance, the Finance Committee should be notified in writing.

By signing this document, the Vice President for Finance & Administration and Chief
Financial Officer attests that this Sub-Section has been recommended by the Investment
Consultant, reviewed by the Fund’s legal counsel for compliance with applicable law, and
approved by the Chairman of the Finance Committee of the Board of Trustees.

University of Central Florida

Vice President for Finance & Administration Date
Chief Financial Officer

| Pool lll - 8426/2043 October 22, 2014 Page 13
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ITEM: INFO-1

University of Central Florida
Board of Trustecs
Finance and Facilitiecs Committee

SUBJECT:  UCF Investments Quarterly Report Ended June 30,2014

DATE: October 22, 2014

For information only.
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ITEM: INFO-2

University of Central Florida
Board of Trustees
Finance and Facilities Committee

SUBJECT:  University Operating Budget Report Quarter Ended June 30, 2014

DATE: October 22, 2014

For information only.
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ITEM: INFO-2

University of Central Florida
Operating Budget Status

June 30, 2014

Year-to-Date Activity and Variances

The attached reports include revenues and expenditures for the 12 months ended Junc 30, 2014,
compared to the operating budget. Student credit hours are consistent with the enrollment plan
and are slightly less than the prior year by 1.1 percent. Revenue and expenditures as a percentage
of budget are 5.3 percent and 0.7 percent, respectively, higher than last year. Overall, revenues
and expenditures as a percent of the operating budget are 86 percent and 82 percent, respectively.
Specific activitics and variances in certain budget categories are described below.

Educational & General

E&G revenues increased $84.8 million. State appropriations increased $76.4 million, which is
primarily due to the restoration of the 2012-13 budget reduction of $52.6 million and §15.5
million in additional funding for compensation and benefits. Tuition and fees incrcased $8
million, which includes an increase in Summer tuition revenue resulting from the Fall 2012 rate
increase and the 1.7 percent consumer price index increase to undergraduate base tuition.

1:&G expenditures increased by $7.7 million. Salaries and benefits increased $16.4 million,
which includes pay rate increases, an increase in the number of employees, and legislative
increases in employer contributions to fund state retirement and health care plans. The increase
in salaries and benefits was offset by an $8.7 million decrease in capital purchases and other non-
recurring expenscs.

Medical Schoot

Medical school revenucs increased by $2.8 million primarily due to increased state
appropriations and student fees.

Total medical school expenditures are consistent with prior year. Salaries and benefits increased
$0.4 million.

Auxiliary Entcrprises

Auxiliary revenues increased $10.9 million. $19.2 million of the increase was related to an
accounting change for utilities by facility operations. Housing revenues increased $3.4 million
due to the opening of additional housing facilities. These increases were offsct by a decrease in
realized gains on investments in conjunction with a prior-ycar fourth-quarter gain of $10.5
million realized from a transfer of equity investments lo indexed investment funds.

Expenditures increased $30.2 million. Utilities increased $16.3 million primarily due to the
accounting change lor facility operations. Salaries and benefits increased $6.3 million, which
includes an increase in the number of employees, pay rate increases, and increases in employer
rates for retirement and health care plans. Computer Services and Technology purchases for
resale increased $2.5 million. Construction funding increased by §5.9 million for the Health
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ITEM: INFO-2

University of Central Florida
Operating Budget Status

June 30, 2014

Center addition and Ilousing projects. There was also an increase in assel purchases of $1.4
million below capitalization thresholds. These increases were offset by a $3.2 million decrease
in license expenditurcs associated with the prior year WUCF TV license purchasc.

Sponsored Research

Sponsored rescarch revenues increased $3.2 million primarily attributable to a change in
accounting, Historically, revenues were recorded on a cash basis throughout the year with a
conversion 10 accrual basis for year-end financial reporting. Beginning in November 2013,
revenues arc now recorded on an accrual basis throughout the year.

Overall research expenditures decreased $5.9 million primarily due to a $5 million expenditure
for facility improvements in the prior year,

Student Financial Aid

Student financial aid revenues increased $1.8 million. Actual activity showed an increase in
funding for Federal Pell Grants of $3 million, an increase in institutional funding of $3.1 million,
and combined increases in First Generation Grants, Private Loans, and College of Medicine
Scholarships totaling $1.2 million, offset by a decrease in Federal Direct Lending of $4.2 million
and a decrease of $1.6 million for Bright Futures Scholarships.

Student financial aid expenditures increased $1.9 million. Need-based student awards increased
$3.5 million offset by a $2.5 million decrease in non-need-based student awards.

Student Activities

Student activities revenucs and expenses remain consistent with the prior year.

Concessions

Concessions revenues and expenses remain consistent with the prior year,

Technology I'ee

Technology [ee revenues were consistent with the prior year,

Technology fee expense variances are due to timing differences in the progress of the various
projects. Approximately 59 percent of 2013-14 and 98 percent of 2012-13 and prior years’

awarded funds have been spent or transferred to Computer Services and Telecommunications for
projects completed or in progress.
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University of Central Florida
Operating Budget Status

Explanation of Terms

Budgets

Educational & General, The Educational & General budget includes expenditures for
instructional activitics and related administrative support. This budget is funded by gencral
revenue, Educational Enhancement funds, and student fees. &G student fees include tuition
and out-of-state fees.

Auxiliary Enterprises. Auxiliary enterprises include those activities that are not instructional in
nature but support the operation of the university. The primary auxiliary areas include IHousing,
Student Health Services, Parking Services, Computer Store, Telecommunications, Continuing
Education, Dining Services, and the Bookstore. The auxiliarics must generate adequate revenuc
to cover expenditures and allow for future renovations and building or equipment replacement, if
applicable. Several of the auxiliarics arc partially or wholly funded by student fees, including
Student Health Services, Parking Services, and Material and Supply Fees.

Sponsored Research. Sponsored research includes research activities that are funded by federal,
state, local, and private funds.

Student Financial Aid. The student financial aid budget largely represents scholarship and loan
funds that are received by the universily and subsequently disbursed to students, Large
dishursements of these funds occur at the beginning of the fall and spring semesters. The
expenditures in this budget will therefore not coincide with the months remaining in the year.

Student Activities. The student activities budget is funded by the Activity and Service Fee paid
by the students and includes expenditures for student government and student clubs and
organizations. This budget also includes all expenditures for the Student Union and the
Recreation and Wellness Center. Expenditures for these entities are funded by the Activity and
Service FFee and by revenue generated through functions in the facilities.

Concessions. The concessions budget is funded from vending machine revenue. These funds are
used for events and other expenditures that support the university.

Technology Fee. The technology fee was established in January 2009 as allowed by IFlorida
Statute 1009.24. The university began charging 5 percent of the tuition per credit hour beginning
in the fall term of the 2009-10 academic years. A committec and guidelines for the allocation
and usc of the technology resources were established. The revenue from this fee will be used to
cnhance instructional technology resources for students and faculty.
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University of Central Florida
Operating Budget Status

Explanation of Terms

Expenditure Categories

Salaries and Benefits, Salaries and benefits include salary payments, along with employer
benefit costs, including FICA, health insurance, life insurance, disability insurance, and pre-tax
benefits. Benelits are approximately 30 percent of salaries for permanent employces.

Expenses, Lixpenses include office supplies, repairs, maintenance costs, contraci services. and all
other items not included as salaries, capital purchases, or debt service.

Capital Purchases. Capital purchases include personal property with a value of $5,000 or more
and library resources with a value of $250 or more, and an expected life of one year or more.

Debt Service. Debt service includes principal and interest payments on bonds and other loans
within the university.



Finance and Facilities Committee M eeting - Finance and Facilities Committee [tems

ITEM: INFO-3

University of Central Florida
Board of Trustees
Finance and Facilities Committee

SUBJECT: Direct Suppert Organizations’ 2013-14 Fourth-Quarter Financial Reports

DATE: October 22,2014

For information only.
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ITEM: INFOQ-4

University of Central Florida
Board of Trustees
Finance and Facilities Committee

SUBJECT: Sustainability and Energy Management Update

DATE: October 22, 2014

For Information Only
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2013-14 Energy Projects
District Energy Plant

Partnership I and I1
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ITEM: INFO-5

University of Central Florida
Board of Trustees
Finance and Facilities Committee

SUBJECT: UCF Foundation Financial Report Presentation

DATE: October 22, 2014

For information only.
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The UCF Foundation, Inc.
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