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hen you are as fortunate as I am to be involved in the daily activities of
the University of Central Florida, it can be easy to take for granted the
exciting developments of this vibrant metropolitan research University.
But, as I consider the past year and the milestones that UCF has achieved in concert
with the Central Florida community, I cannot help but marvel at what has been a
truly remarkable year:
•T
 he State Board of Governors approved the establishment of UCF’s College
of Medicine, sparking plans for a medical city at Lake Nona that will include the
Burnett College of Biomedical Sciences.
•A
 fter a highly competitive search, the prestigious Burnham Institute announced
that it would locate its East Coast headquarters near the medical school,
jumpstarting an expected life sciences cluster.
UCF CREED
INTEGRITY
SCHOLARSHIP
COMMUNITY
C R E AT I V I T Y
E XC E L L E N C E

•T
 he concept of a creative village in downtown Orlando, anchored by UCF,
began to take shape, building on the establishment of UCF’s Florida Interactive
Entertainment Academy.
•T
 he University started construction on a 45,000-seat, on-campus football
stadium, and Bright House Networks stepped forward with a $15 million
commitment to name the stadium that will open this fall.
These are just some of the highlights from the past year or so. They come after
years of successful growth. In the past 15 years, UCF has more than doubled its
enrollment, tripled its research funding, and quadrupled the number of doctoral
degrees it has awarded. In less than four decades, the University has conferred
more than 160,000 total degrees.
However, it is not simply quantity, but quality that matters. And by any number of
measures, UCF has grown in that regard as well. The average SAT score for entering
freshmen this past year jumped to 1201, for example, while the freshmen in the
Burnett Honors College had an average SAT of 1355.
Every day, distinguished faculty members conduct breakthrough research, serve on
national and international boards and draw the eyes of the world to this community.
In fact, UCF has become a national and world leader in areas that include optics
and lasers, modeling and simulation, computer science, education, and hospitality
management. The University is rapidly growing its programs in biotechnology and
biomedical research.
Indicative of this expanding expertise, UCF has attracted more than $100 million
in research funding for two years in a row. The College of Medicine and Burnett
College of Biomedical Sciences will play major roles in increasing this total
dramatically in the next few years as they develop new research opportunities at
the UCF Health Sciences Campus at Lake Nona.
More than ever, UCF’s students, staff, faculty, alumni, and partners are energizing
the Central Florida economy and changing the world. Clearly, there are exciting
opportunities and possibilities ahead. Many of those opportunities will be defined
by the community that UCF serves.
UCF will work together with the region and our community partners to identify
needs and find ways to address them by sharing resources and a common
commitment to improve lives by expanding opportunity.
Cordially yours,

John C. Hitt
President
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A Year of Historic Milestones
UCF Moves into a New Era
During the 2005-06 academic calendar, the University
of Central Florida experienced one of the most
memorable, historic years in its relatively short existence.
Major milestones included the approval of a College
of Medicine, the creation of the UCF Health Sciences
Campus at Lake Nona and a College of Nursing, the
unprecedented support from the community with UCF’s
first major fund-raising campaign far exceeding its goal,
researchers attracting a record-breaking amount of
grants and funds for the second consecutive year, and the
groundbreaking of the Bright House Football Stadium
and the Convocation Center.
In just three years, UCF has grown from eight colleges
to 12, with the addition of the College of Nursing
on July 1, 2007, and expanded its offerings to more
than 200 degree programs. UCF is the seventh-largest
University in the nation and has become an academic
and research leader in numerous fields.

UCF draws from and contributes greatly to the area in
which it is located. In just over four decades, UCF
has grown into a major metropolitan research institution
with new programs being developed that are sensitive
to emerging technologies, including the creation of
such programs as nanoscience and nanotechnology,
conservation biology, modeling and simulation, and
biomolecular sciences.
Nearly 47,000 students attend classes on UCF’s main
campus and its 11 regional campuses (with the addition
of UCF Leesburg in Fall 2007) located throughout
Central Florida. UCF recently granted its 164,000th
degree in its 38th year of offering classes.
UCF promotes a diverse and inclusive environment.
UCF students come from every Florida county, 50
states and 138 countries. Study abroad programs allow
UCF students to study and conduct research with 98
institutions in 36 countries.
Health Sciences Campus at Lake Nona
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Bright House Networks Stadium

Opportunities for Student Success
Students can participate in the largest cooperative
education program in the country, earning while
learning in their chosen fields, conducting research
alongside world-class scientists as undergraduates, and
participating in internships as well as service-learning
and volunteer projects, all which deepen their education
and better prepare them for their careers. UCF has
one of the largest Junior Achievement University
partnerships in the world, which has reached 24,000
children in local at-risk schools with more than 1,000
UCF students volunteering. More than 2,000 business
students volunteered more than 80,000 hours and
contributed $1 million in economic aid to local, national
and international nonprofit organizations as part of their
service-learning experience. UCF students have won
Rhodes, Goldwater and other prestigious scholarship
awards as well as being named Florida Gubernatorial
Fellows and USA Today All-American Scholars.

The UCF Libraries offer more than 1.7 million volumes,
16,368 periodical subscriptions and 9,855 electronic
journals. Students can choose from hundreds of student
organizations, student services, on-campus and affiliated
housing for nearly 10,000 students, restaurants and
retail services. The Student Union has computer labs,
study lounges, ballrooms and meeting rooms, popular
eating establishments and a small shopping mall. A new
Health Center is a full-service health clinic with on-site
professionals, x-ray capabilities, a pharmacy, a medical
laboratory and physical therapy services. The 10,000-seat
Convocation Center and the 45,000-seat on-campus
football stadium are scheduled for completion in
Fall 2007.
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Student Convocation Center

Academic Highlights
In 2005-06, UCF professors received more than $100
million in research funding for the second consecutive
year. Research contracts and grants came from esteemed
institutions, such as the National Science Foundation,
National Institute of Health, NASA, the Department
of Justice and Lockheed Martin. UCF has four of the
nation’s most highly cited researchers, a measurement of
the researchers’ influence and impact. UCF’s nationally
recognized technology incubator and the Central
Florida Research Park, one of the top five research
parks in the country, add to the University’s regional
and global impact. Undergraduate Research offers seven
research programs, including paid research positions for
undergraduate and graduate students.

The UCF College of Medicine is scheduled to open in
Fall 2009. The college will expand the educational and
residency opportunities for Florida students while helping
to alleviate the nationwide shortage of physicians and
increasing job opportunities in medical and related fields
at higher wages. The college is expected to diversify the
local economy by attracting more life sciences industry
to the area.
UCF as a Regional Leader
UCF President John Hitt was named 2005 Central
Floridian of the Year by the Orlando Sentinel, one of the
Most Powerful People in Central Florida by Orlando
Magazine and was honored with the Most Influential
Businessmen Legacy Award from the Orlando Business
Journal last year. In 1997, Hitt was instrumental in

developing the Florida High Tech Corridor which
continues to contribute to the State’s industrial and
economic development. Last year, Hitt led efforts to gain
approval for the College of Medicine, helping raise more
than $80 million in several months to fund it. He also
played a major role in attracting the Burnham Institute
for Medical Research to build its Florida facility next to
UCF’s College of Medicine at the UCF Health Sciences
Campus at Lake Nona.
Community Support Exceeds Expectations
UCF received $356 million in donations in its first-ever
capital campaign, exceeding the initial goal by more than
$200 million. The community’s support far exceeded
expectations as donors responded to the University’s
vision of improving classroom and laboratory facilities,
and enriching the quality of academic programs. Many of
the donations are invested in endowments that support
faculty and academic programs over the long term.
Economic Impact on the Region
The University of Central Florida is one of the largest
employers in the region. UCF directly provides more than
10,000 jobs. As of 2003, the latest figures available, it had
a regional economic impact of $1.7 billion. UCF and the
adjacent Central Florida Research Park have an impact of
more than $2.6 billion and are responsible for the creation
of more than 41,000 jobs, according to the Institute for
Economic Competitiveness.
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UCF Milestones
08.06.05

150,000th degree conferred

08. 1 6.05

Endowed Chair in Oncology Nursing established

08. 1 7.05
		

08. 1 9.05

UCF received best ranking from U.S. News & World Report

08.22.05

UCF’s Florida Interactive Entertainment Academy opened

09.22.05

Real Estate School and Institute gift of $2.5 million

1 0. 1 7.05

EDUCAUSE Teaching and Learning award won for Online@UCF

1 1. 1 5.05

Convocation Center targets Fall 2007 opening

1 2.04.05

UCF accepted bid to its first bowl game in football

1 2. 1 6.05

NASA funding of $7.4 million, eventually $30 million

0 1.08.06

President John Hitt named 2005 Central Floridian of the Year

0 1.26.06

DeVos Family donated $6.5 million for Sports Management Consortium

0 1.27.06

Approval of an on-campus football stadium

02.1 0.06

Endowed Chair in Visual Arts established

02.23.06

Economic Impact study of Medical College showed potential $6.4 billion

		

03. 1 5.06
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$3 million donation from Harris Corporation to College of Engineering
and Computer Science

impact on region

Florida Social Worker of the Year won by UCF students,
three years consecutively
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03.23.06

State Board of Governors approved College of Medicine

03.23.06

Scripps partnership established for collaborative research

03.27.06

Six Florida governors participated at UCF political symposium

03.3 1.06

Engineering and Computer Science, and Secondary Education

		

04. 1 3.06

04. 27.06
		

ranked among best by U.S. News & World Report

Computer programming team qualified for world contest

Keith Tribble, CEO of the Orange Bowl Committee,
named UCF Athletic Director

05.03.06

Theater students won top honors at National Theater Festival

05.06.06

President John Hitt conferred his 100,000th degree

05.1 6.06

Peter Delfyett named Outstanding Minority Researcher for third time

06.30.06

UCF raised $356 million for its first capital campaign

University of Central Florida
A Component Unit of the State of Florida
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Executive Summary
The audit of the financial statements of the University of Central Florida for the fiscal year ended June 30,
2006, was conducted pursuant to Section 11.45, Florida Statutes, and applicable standards contained in
Government Auditing Standards issued by the Comptroller General of the United States.
The scope of this audit included an examination of the financial statements of the University, a component
unit of the State of Florida, and a determination as to whether management complied with applicable laws,
administrative rules, regulations, contract and grant agreements, and other matters that are material to the
financial statements. An examination of Federal awards administered by the University is included in our
Statewide audit of Federal awards administered by the State of Florida.
The following provides a summary of the findings of our audit of the financial statements of the University:
•W
 e found that the University’s financial statements presented fairly, in all material respects, the financial
positions of the University and its aggregate discretely presented component units as of June 30, 2006;
the revenues, expenses, and changes in net assets; and the cash flows for the fiscal year then ended.
•W
 e noted no matters involving the University’s internal control over financial reporting and its operation
that we considered to be material weaknesses; however, we did note a certain matter that we consider to
be a reportable condition as discussed in the Finding and Recommendation section of this report.
•T
 he results of our tests disclosed no material instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This audit was coordinated by Keith A. Wolfe, CPA, and supervised by Brenda C. Racis, CPA. Please address inquiries regarding this report to
Ted J. Sauerbeck, CPA, Audit Manager, via e-mail at tedsauerbeck@aud.State.fl.us or by telephone at (850) 487-4468.
This report, as well as other audit reports prepared by the Auditor General, can be obtained on our Web site (http://www.State.fl.us/audgen);
by telephone at (850) 487-9024; or by mail at G74 Claude Pepper Building, 111 West Madison Street, Tallahassee, Florida 32399-1450.

FINDING AND RECOMMENDATION
REPORTABLE CONDITION
Finding No. 1: Student Athletic Fees
Pursuant to Section 1009.24(8), Florida Statutes, the
University assesses an athletic fee to students as a
component part of tuition and fees. This statute requires
that the University retain the fees, and pay the fees into
a separate fund for athletics. Historically, these fees
were used to fund the University’s Athletic Department;
however, effective July 1, 2003, the Department
incorporated as a separate not-for-profit entity known
as the UCF Athletics Association, Inc. (Association). The
Association became a direct-support organization of the
University pursuant to Section 1004.28, Florida Statutes,
and was organized to promote intercollegiate athletics to
benefit the University and surrounding communities.
According to the University accounting records, during
the 2005-06 fiscal year, the University collected and
deposited into University accounts approximately $12.3
million of student athletic fees, which were subsequently
transferred to the Association. These transfers, combined
with $11.5 million and $11.9 million for the 2003-04 and
2004-05 fiscal years, respectively, totaled approximately
$35.7 million in student athletic fees transferred from the
University to the Association.
The University’s President and Vice President of
Administration and Finance are members of the
Association’s Board of Directors and received quarterly
budget status reports that categorized the uses of
the Association’s available funds, such as salaries,
scholarships, operations, etc. In addition, the University
entered into an intercollegiate athletics services
agreement with the Association, effective for the
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period of July 1, 2005, through June 30, 2010, which
defines the manner in which the student athletic fees
collected by the University are to be remitted to the
Association. Under the agreement, the University
provides a reporting to the Association of the amount
of fees collected, the Association invoices the University
for that amount, and the University transfers funding
to the Association based on such invoices. However,
the University did not have procedures to monitor and
control the specific uses of the student fees prior to the
Association’s disbursement of such funds. Without such
procedures, the University cannot be assured that the
funds transferred to the Association are expended in
accordance with University procurement guidelines.
In response to a similar finding in our report No. 2006052, the University President indicated that by depositing
student fee collections into its local depository account
rather than with the State Treasury, the University
retained such moneys as required by Section 1009.24(8),
Florida Statutes. The President’s response also stated
that student athletic fee collections represent property
as contemplated by Section 1004.28, Florida Statutes.
However, the University, by subsequently transferring such
moneys to the Association, did not retain control over
such moneys and, as such, did not comply with Section
1009.24(8), Florida Statutes. Further, such transfers are
not included in, and accordingly are not authorized by,
Section 1011.42(6), Florida Statutes, which prescribes
transfers of funds that may be made from the University’s
depository account. In addition, student athletic fee
collections do not constitute “property” as contemplated
by Section 1004.28, Florida Statutes.
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Recommendation: The University should retain the student athletic fees in a separate University account, as required
by law, and expend the funds based on properly approved and supported invoices from the Association detailing goods
or services provided.
Follow-up to Management Response
The University’s General Counsel, in response to this
finding, indicated he believes that student athletic fee
collections represent property as contemplated by Section
1004.28, Florida Statutes, which authorizes universities
to permit the use of property, facilities, and personnel
services by a University direct-support organization
(DSO), and asserts that the commonly used definition
of property would include money. However, he did not
present with his response any authority supporting his
assertion that the Legislature intended to authorize
universities to transfer money to a DSO as a “use of
property.” As indicated in the finding, we remain of the
opinion that the transfer of student athletic fee collections
does not constitute the “use of property” as contemplated
by Section 1004.28, Florida Statutes. Additionally, the
University’s General Counsel indicated that there is a
contract between the University and the DSO
that describes in detail the services to be performed by
the DSO for the University. However, as indicated in the
finding, the University did not have procedures to monitor
and control the specific uses of the student athletic
fees prior to the DSO’s disbursement of such funds.

MANAGEMENT RESPONSE
The University’s response is included as Appendix A of
this report.

Appendix A
University of Central Florida
Response to Auditor General Financial Audit
For the Fiscal Year Ended June 30, 2006
Finding No. 1: Student Athletic Fees
Recommendation: The University should retain the
student athletic fees in a separate University account, as
required by law, and expend the funds based on properly
approved and supported invoices from the Association
detailing goods or services provided.
Response: Section 1009.24(8), as well as Section
1009.24(11), Florida Statutes, allows the University to
establish a separate athletic fee which is collected as a
componenet part of tuition and fees. As required by these
sections, the University collects these fees and “retains”
them by depositing them into a separate athletics account
within the University. The term “retain” is not defined in
the statute, although a reasonable interpretation of the
word is that the funds are to be deposited locally rather
than into the State Treasury.
Subsequent to depositing the fees into the athletic
account (and therefore complying with Sections
1009.24(8) and (11), the fees are transferred to the
Association, a direct-support organization of the
University established pursuant to Section 1004.28 of the
Florida Statutes. The funds are used by the Association
to support the University’s athletic programs. Section
1004.28(1)(a) defines a University direct-support
organization as “an organization which is organized
and operated exclusively to receive, hold, invest, and
administer property and to make expenditures to or
for the benefit of a State University in Florida.”

The approval of the Association’s Articles of Incorporation
and Bylaws by the Board of Trustees on January 23, 2003
constitutes the approval contemplated by Section
1004.28(2) for the Association to use University property,
which under the commonly used definition would include
money, and to make expeditures for the benefit of
the University.
Therefore, once the requirements of Section 1009.24(8)
and (11) are met, those funds become the property of
the University, which pursuant to Section 1004.28, may
be expended by the Association for the benefit of the
University.
In addition, the University has entered into a contract
with the Association to exclusively operate the athletics
program for the University in return for a payment
equal to the amount of athletic fees received by the
University. While the DSO statute obviates the need for a
contract, the University and the Association agreed to an
agreement to document the duties to be performed by
the Association for the benefit of the University. Therefore,
the relationship is also contractual and the expenditure of
funds from the University to the Association is pursuant
to a contract for services which describes in detail
the services to be performed by the Association for
the University. This fact does not appear to have been
recognized in the comments.

9

AUDITOR GENERAL
STATE OF FLORIDA
G74 Claude Pepper Building
111 West Madison Street
Tallahassee, Florida 32399-1450

WILLIAM O. MONROE, CPA
AUDITOR GENERAL

850/488-5534/SC 278-5534
Fax: 488-6975/SC 278-6975

The President of the Senate, the Speaker of the
House of Representatives, and the
Legislative Auditing Committee
INDEPENDENT AUDITOR’S
REPORT ON FINANCIAL STATEMENTS
We have audited the accompanying financial statements of the University of Central Florida, a component unit of the State
of Florida, and its aggregate discretely presented component units as of and for the fiscal year ended June 30, 2006, as shown
on pages 17 through 33. These financial statements are the responsibility of University management. Our responsibility is to
express opinions on these financial statements based on our audit. We did not audit the financial statements of the aggregate
discretely presented component units, as described in note 1 to the financial statements, which comprise 100 percent of the
transactions and account balances of the aggregate discretely presented component units’ columns. Those financial statements
were audited by other auditors whose reports thereon have been furnished to us, and our opinion on the financial statements,
insofar as it relates to the amounts included for these entities, is based solely upon the reports of the other auditors.
We conducted our audit 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 includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that
our audit and the reports of the other auditors provide a reasonable basis for our opinions.
In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to above present
fairly, in all material respects, the respective financial position of the University of Central Florida and of its aggregate
discretely presented component units as of June 30, 2006, and the respective changes in financial position and cash flows,
where applicable, thereof for the fiscal year then ended, in conformity with accounting principles generally accepted in the
United States of America.
In accordance with Government Auditing Standards, we have also issued our report on our consideration of the University
of Central Florida’s internal control over financial reporting and on our tests of its compliance with certain provisions
of laws, administrative rules, regulations, contracts, and grant agreements and other matters included under the heading
INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS. 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 and should be considered in assessing the
results of our audit.
The MANAGEMENT’S DISCUSSION AND ANALYSIS on pages 12 through 17 is not a required part of the basic
financial statements, but is supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.
Respectfully submitted,
William O. Monroe, CPA
March 28, 2007

AUDITOR GENERAL
STATE OF FLORIDA
G74 Claude Pepper Building
111 West Madison Street
Tallahassee, Florida 32399-1450

WILLIAM O. MONROE, CPA
AUDITOR GENERAL

850/488-5534/SC 278-5534
Fax: 488-6975/SC 278-6975

The President of the Senate, the Speaker of the
House of Representatives, and the
Legislative Auditing Committee
INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
We audited the financial statements of the University of Central Florida, a component unit of the State of Florida, and its
aggregate discretely presented component units as of and for the fiscal year ended June 30, 2006, and have issued our report
thereon included under the heading INDEPENDENT AUDITOR’S REPORT ON FINANCIAL STATEMENTS. We
conducted our audit 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. Our report on the financial statements included disclosures regarding our reference to the reports of other auditors.
Internal Control Over Financial Reporting
In planning and performing our audit, we considered the University’s internal control over financial reporting to determine our
auditing procedures for the purpose of expressing our opinions on the University’s financial statements and not to provide an
opinion on the University’s internal control over financial reporting. However, we noted certain matters involving the internal
control over financial reporting and its operation that we consider to be a reportable condition. Reportable conditions involve
matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over
financial reporting that, in our judgment, could adversely affect the University’s ability to initiate, record, process, and report
financial data consistent with the assertions of management in the financial statements. The reportable condition is described in
the FINDING AND RECOMMENDATION section of this audit report.
A material weakness is a reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements caused by error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. Our consideration of internal control over financial
reporting would not necessarily disclose all matters in internal control that might be reportable conditions and, accordingly,
would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. We noted no matters
involving internal control over financial reporting and its operation that we consider to be material weaknesses.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the University’s financial statements are free of material misstatement,
we performed tests of its compliance with certain provisions of laws, administrative rules, 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 material instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.
This report is intended for the information of the Legislative Auditing Committee, members of the Florida Senate and the
Florida House of Representatives, Federal and other granting agencies, and applicable management. Copies of this report are
available pursuant to Section 11.45(4), Florida Statutes, and its distribution is not limited.
Respectfully submitted,
William O. Monroe, CPA
March 28, 2007
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Management’s Discussion and Analysis
The Management’s Discussion and Analysis (MD&A)
provides an overview of the financial position and activities
of the University of Central Florida for the fiscal year ended
June 30, 2006, and should be read in conjunction with the
financial statements and notes thereto. This overview is
required by Governmental Accounting Standards Board
(GASB) Statement No. 35, Basic Financial Statements–and
Management’s Discussion and Analysis–for Public Colleges and
Universities, as amended by GASB Statements Nos. 37 and 38.
The MD&A, and financial statements and notes thereto, are
the responsibility of University management.
FINANCIAL HIGHLIGHTS

The University’s assets totaled $819.2 million at June 30, 2006.
This balance reflects a $49.7 million, or 6.5 percent, increase
from the 2004-05 fiscal year, resulting from the University’s
continued enrollment growth. While assets grew, liabilities
increased by a lesser amount of $21.8 million, or 9.7 percent,
totaling $246.5 million at June 30, 2006, compared to $224.7
million at June 30, 2005. As a result, the University’s net assets
increased by $27.9 million, reaching a year end balance of
$572.6 million.
The University’s revenues totaled $598.1 million for the
2005-06 fiscal year, representing a 4 percent increase over
the 2004-05 fiscal year due mainly to continued enrollment
growth. Operating expenses totaled $546 million for the
2005-06 fiscal year, representing an increase of 8.6 percent
over the 2004-05 fiscal year due mainly to increases in
personnel costs and utilities.
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OVERVIEW OF FINANCIAL STATEMENTS

Pursuant to GASB Statement No. 35, the University’s financial
report includes three basic financial statements: the statement
of net assets; the statement of revenues, expenses, and changes
in net assets; and the statement of cash flows. The financial
statements, and notes thereto, encompass the University and its
component units. These component units include:
• University of Central Florida Foundation, Inc.

• University of Central Florida Research Foundation, Inc.
• UCF Athletics Association, Inc.
• UCF Convocation Corporation
• Golden Knights Corporation

Information regarding these component units, including
summaries of their separately issued financial statements, is
presented in the notes 1, 17, and 18 to the financial statements.
This MD&A focuses on the University, excluding the
component units. MD&A information regarding component
units is included in their separately issued audit reports.

2 0 0 5 - 2 0 0 6 FINANCIAL REPORT

The Statement of Net Assets

The statement of net assets reflects the assets and liabilities
of the University, using the accrual basis of accounting, and
presents the financial position of the University at a specified
time. The difference between total assets and total liabilities,
net assets, is one indicator of the University’s current financial
condition. The changes in net assets that occur over time
indicate improvement or deterioration in the University’s
financial condition.
The following summarizes the University’s assets, liabilities,
and net assets at June 30:

The Statement of Revenues, Expenses,
and Changes in Net Assets

The statement of revenues, expenses, and changes in net
assets presents the University’s revenue and expense activity,
categorized as operating and nonoperating. Revenues and
expenses are recognized when earned regardless of when cash
is received or paid.
The following summarizes the University’s activity for the
2005-06 and 2004-05 fiscal years:
Condensed Statement of Revenues, Expenses,
and Changes in Net Assets (In Thousands)

Condensed Statement of Net Assets (In Thousands)
2006

2005

Assets

Current Assets
Capital Assets, Net
Other Noncurrent Assets

$ 222,639
550,604
45,934

$ 215,220
517,121
37,136

Total Assets

$ 819,177

$ 769,477

Current Liabilities
Noncurrent Liabilities

$

$

Total Liabilities

$ 246,528

Liabilities

58,508
188,020

48,810
175,897

$ 224,707

Operating Revenues
Operating Expenses
Operating Loss
Net Nonoperating Revenues

Invested in Capital Assets
Net of Related Debt
Restricted
Unrestricted

$ 401,200
94,845
76,604

$ 375,391
91,036
78,343

Total Net Assets

$ 572,649

$ 544,770

2004-05

$ 247,971
545,998

$ 232,775
502,724

(298,027)
302,078

(269,949)
285,750

Income (Loss) Before Other Revenues,
Expenses, Gains, or Losses
4 ,051
Other Revenues, Expenses, Gains,
or Losses
23,828
Net Increase in Net Assets
Net Assets, Beginning of Year
Net Assets, End of Year

Net Assets

2005-06

15,801
29,757

27,879
544,770

45,558
499,212

$ 572,649

$ 544,770

Current assets increased $7.4 million, or 3.4 percent, from
operating activities. Capital assets increased by $33.5 million,
or 6.5 percent, primarily due to the capitalization of the new
Student Health Center and other construction projects, as
well as furniture and equipment purchases. Noncurrent assets
increased $8.8 million, or 23.7 percent, primarily due to a
bond issuance for capital projects.
Current liabilities increased by $9.7 million, or 19.9 percent,
due to timing differences in the payroll resulting in a larger
payroll accrual, and increased deferred tuition and housing
revenues. Noncurrent liabilities increased by $12.1 million, or
6.9 percent, because of the new bond issues and an increase in
long-term compensated absences liability of $2.5 million.
The combination of increased total assets and increased total
liabilities resulted in an overall increase in net assets of $27.9
million, of which $25.8 million was related to net invested in
capital assets.
13

UNIVERSITY OF CENTRAL FLORIDA

Operating Revenues

GASB Statement No. 35 categorizes revenues as either
operating or nonoperating. Operating revenues generally result
from exchange transactions where each of the parties to the
transaction either give up or receive something of equal or
similar value.
The following summarizes the operating revenues by source
that were used to fund operating activities during the 2005-06
and 2004-05 fiscal years:
Operating Revenues (In Thousands)
2005-06

Tuition and Fees, Net of
Scholarship Allowances
Grants and Contracts
Sales and Services of
Auxiliary Operations
Other
Total Operating Revenues

2004-05

$ 118,499
81,616

$ 102,166
87,904

44,237
3,619

40,337
2,368

$ 247,971

$ 232,775

Total operating revenues increased by $15.2 million, or 6.5
percent, due to an increase in tuition and fee rates, enrollment
growth, and increased auxiliary enterprise sales.
Operating Expenses

Expenses are categorized as operating or nonoperating. The
majority of the University’s expenses are operating expenses
as defined by GASB Statement No. 35. GASB gives financial
reporting entities the choice of reporting operating expenses
in the functional or natural classifications. The University has
chosen to report the expenses in their natural classification on
the statement of revenues, expenses, and changes in net assets
and has displayed the functional classification in the notes to
financial statements.
The following summarizes the operating expenses by natural
classifications for the 2005-06 and 2004-05 fiscal years:
Operating Expenses (In Thousands)
2005-06

2004-05

Compensation and
Employee Benefits
$ 339,768
Services and Supplies
95,179
Utilities
18,782
Scholarships and Fellowships
48,685
Depreciation
43,584

$ 307,615
95,058
14,469
46,118
39,464

Total Operating Expenses

$ 502,724

$ 545,998

Operating expenses increased $43.3 million, or 8.6 percent,
due to increased compensation and benefits of $32.2 million,
due primarily to a 3.6 percent pay increase for the 200506 fiscal year, and increases in utilities of $4.3 million, and
depreciation of $4.1 million, due in part to new buildings,
including the Student Health Center and the Alumni Center.
14
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Nonoperating Revenues and Expenses

The Statement of Cash Flows

Certain revenue sources that the University relies on to
provide funding for operations, including State appropriations,
certain gifts and grants, and investment income, are defined
by GASB as nonoperating. Nonoperating expenses include
capital financing costs and other costs related to capital assets.

The statement of cash flows provides information about the
University’s financial results by reporting the major sources
and uses of cash and cash equivalents. This statement will assist
in evaluating the University’s ability to generate net cash flows,
its ability to meet its financial obligations as they come due,
and its need for external financing. Cash flows from operating
activities show the net cash used by the operating activities
of the University. Cash flows from the capital and related
financing activities include all plant funds and related longterm debt activities. Cash flows from the investing activities
show the net source and use of cash related to purchases and
sales of investments, and income earned on those investments.
Cash flows from the noncapital financing activities include
those activities not covered in other sections.

The following summarizes the University’s nonoperating
revenues and expenses for the 2005-06 and 2004-05
fiscal years:
Nonoperating Revenues (Expenses) (In Thousands)
2005-06

2004-05

State Appropriations
$ 246,300
Federal and State Student
Financial Aid
71,034
Investment Income
3,141
Other Nonoperating Revenue
5,841
Loss on Disposition of Assets
(1,855)
Interest on Capital
Asset-Related Debt
(7,988)
Other Nonoperating Expenses
(14,395)

$ 234,049

Net Nonoperating Revenues $ 302,078

$ 285,750

67,817
5,588
4,945
(5,496)
(7,966)
(13,187)

Total nonoperating revenues, net of expenses, increased by
$16.3 million, or 5.7 percent, primarily due to an increase in
State appropriation of $12.3 million.
Other Revenues, Expenses, Gains, or Losses

This category is mainly composed of capital appropriations
and capital grants, contracts, and donations.
The following summarizes the University’s other revenues,
expenses, gains, or losses for the 2005-06 and 2004-05
fiscal years:
Other Revenues, Expenses, Gains, or Losses
(In Thousands)

2005-06

2004-05

Capital Appropriations
Capital Grants, Contracts,
and Donations
Other Revenues

$ 20,279

$ 17,904

3,549

8,034
3,819

Total

$ 23,828

$ 29,757

Total other revenues, expenses, gains or losses decreased by
$5.9 million. Capital appropriations increased by $2.4 million,
which was offset by a $4.5 million decrease in capital grants,
contracts, and donations and a $3.8 million decrease
in other revenues.

The following summarizes cash flows for the 2005-06 and
2004-05 fiscal years:
Condensed Statement of Cash Flows (In Thousands)
2005-06

2004-05

Cash Provided (Used) by:
Operating Activities
$ (247,865) $ (234,611)
Noncapital Financing Activities
306,530
284,466
Capital and Related
Financing Activities
(54,500)
(17,901)
Investing Activities
(5,477)
(30,022)
Net Increase (Decrease) in
Cash and Cash Equivalents
(1,312)
1,932
Cash and Cash Equivalents,
Beginning of Year
10,660
8,728
Cash and Cash Equivalents,
End of Year

$

9,348

$

10,660

The major sources of cash from operating activities include
net student tuition and fees of $116.6 million, grants and
contracts of $81.5 million, and sales of auxiliary enterprises
of $45.2 million. Included in the total cash flow for operating
activities were payments to employees of $335.1 million,
payments to suppliers for goods and services of $116.7 million
and payments to students for scholarships and fellowships of
$48.7 million. The $13.3 million increase in cash used from
operating activities was due to an increase in tuition and
fee revenues offset by increased employee salaries and
benefit payments.
The major sources of cash provided by noncapital financing
activities include State appropriations of $245 million and
Federal and State student financial aid of $71 million. The
overall increase of $22 million in cash provided by noncapital
financing activities was primarily due to an increase in State
appropriations of $10.9 million, an increase in Federal and
State student financial aid of $3.2 million, an increase in
operating subsidies and transfers of $4 million, and an increase
in net funds held for others of $6.9 million.
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Cash used by capital and related financing activities increased by
$36.6 million primarily due to increased purchase or construction
of capital assets and a decrease in capital subsidies and transfers.
Cash used by investing activities was $5.5 million, a
decrease of $24.5 million. The decrease was due to a $22.9 million
decrease in investment purchases and a $1.6 million increase in
investment income.
CAPITAL ASSETS, CAPITAL EXPENSES AND
COMMITMENTS, AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2006, the University had $904.9 million in capital
assets, less accumulated depreciation of $354.3 million, for net
capital assets of $550.6 million. Depreciation charges for the
current fiscal year totaled $44 million.
The following table summarizes the University’s capital assets,
net of accumulated depreciation, at June 30:
Capital Assets, Net (In Thousands)
2006

Land
Buildings
Infrastructure and Other
Improvements
Furniture and Equipment
Library Resources
Leasehold Improvements
Works of Art and
Historical Treasures
Other Capital Assets
Construction in Progress

$

Total Capital Assets, Net

9,543
391,511

2005

$

9,580
385,303

24,068
53,472
21,591
6,371

17,297
49,841
19,219

407
3,241
40,400

375
3,923
31,582

$ 550,604

$ 517,120

Additional information about the University’s capital assets is
presented in note 6 to the financial statements.

Capital Expenses and Commitments

The following table summarizes the University’s major capital
commitments as of June 30, 2006:
Capital Expense Commitments (In Thousands)
Total	Completed
Balance
	Commitment	To Date	Committed

Project Name

Psychology Building $ 12,633
Parking Garage V
15,164
CREOL Expansion
4,322
Burnett Bio-Medical
1,023
Recreation Complex
588
Harris Corporation
Engineering Center
17,211

$

17,135

76

Total

$ 39,711

$ 11,230

$ 50,941

8,051
11,739
1,811
586
389

$

4,582
3,425
2,511
437
199

Additional information about the University’s capital
commitments is presented in the notes to the financial
statements.
Debt Administration

As of June 30, 2006, the University had $170.8 million in
outstanding bonds and revenue certificates, loans payable, and
installment purchase agreements, representing an increase of
$10.1 million, or 6.3 percent, from the prior fiscal year. This
increase is primarily due to current year capital debt proceeds
of $15.8 million used to expand the Student Recreation and
Wellness facilities and principal reductions of $7.4 million.
The following table summarizes the outstanding long-term
debt by type for the fiscal years ended June 30:
Long-Term Debt, at June 30 (In Thousands)
2006

2005

Bonds and Revenue Certificates $ 169,473
Installment Purchases
1,266
Loans and Notes
128

$ 159,356
1,056
342

Total

$ 160,754

$ 170,867

Additional information about the University’s long-term debt
is presented in the note 8 to the financial statements.
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ECONOMIC FACTORS THAT WILL
AFFECT THE FUTURE

The budget that the Florida Legislature
adopted for the 2006-07 fiscal year provided
an 11.8 percent increase for State universities.
The Legislature provided a salary increase of 3
percent for State University employees; and the
University expects an increase in revenue from
student tuition and fees because of increased
enrollment and increased student tuition
and fees.
During the 2005-2006 fiscal year, the Florida
Board of Governors approved plans for a
medical school that is projected to open in
August 2009. The medical school could create
nearly 26,000 jobs and have an economic
impact of $6 billion over 10 years.
The condition of the State of Florida’s economy
has a direct effect on appropriations for higher
education. State appropriations comprise 41
percent of total revenues at the University and
are the largest sources of funding.

Financial Section

UNIVERSITY OF CENTRAL FLORIDA
A COMPONENT UNIT OF THE STATE OF FLORIDA
STATEMENT OF NET ASSETS
As of June 30, 2006
University	Component
		
Units
ASSETS

Current Assets:
Cash and Cash Equivalents
$ 3,915,375
Investments
134,004,833
Accounts Receivable, Net
31,621,478
Loans and Notes Receivable, Net
937,722
Due from State
45,432,471
Due from Component Units
3,959,354
Due from University		
Inventories
2,606,445
Other Current Assets
161,709
Total Current Assets
Noncurrent Assets:
Restricted Cash and Cash Equivalents
Restricted Investments
Loans and Notes Receivable, Net
Due from Component Units
Depreciable Capital Assets, Net
Nondepreciable Capital Assets
Other Noncurrent Assets
Total Noncurrent Assets
Total Assets

$ 145,236,602
29,207,913
8,317,081
1,286,227
1,186,131
875,000
604,669

$ 222,639,387

$ 186,713,623

$

$

5,432,989
26,590,227
6,671,810
5,104,263
500,457,036
50,147,093
2,134,666

2,330,008
95,035,678
25,627,229
67,569,953
119,707,116
566,919

$ 596,538,084

$ 310,836,903

$ 819,177,471

$ 497,550,526

LIABILITIES

Current Liabilities:
Accounts Payable
$ 11,045,123
Salaries and Wages Payable
12,965,973
Construction Contracts Payable
8,610,270
Deposits Payable
6,956,416
Due to Component Units
1,186,131
Due to University		
Deferred Revenue
8,841,995
Long-Term Liabilities–Current Portion:
Bonds and Revenue Certificates Payable
6,422,873
Certificates of Participation Payable		
Loans and Notes Payable
128,180
Installment Purchases Payable
723,385
Capital Leases Payable		
Compensated Absences Payable
1,628,291
Total Current Liabilities

$ 58,508,637

$ 13,665,855
2,396,500
58,000
1,286,227
3,959,354
4,305,801
1,385,000
19,094,477
49,192
37,701
$ 46,238,107
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UNIVERSITY OF CENTRAL FLORIDA
A COMPONENT UNIT OF THE STATE OF FLORIDA
STATEMENT OF NET ASSETS (Continued)
As of June 30, 2006
University	Component
		
Units
LIABILITIES (Continued)

Noncurrent Liabilities:
Bonds and Revenue Certificates Payable
$ 163,049,924
Certificates of Participation Payable		
Loans and Notes Payable		
Installment Purchases Payable
542,653
Capital Leases Payable		
Compensated Absences Payable
24,427,137
Due to University		
Other Noncurrent Liabilities
Total Noncurrent Liabilities

$

249,549,080
27,347,862
228,934
565,578
5,104,263
5,107,828

$ 188,019,714

$ 287,903,545

$ 246,528,351

$ 334,141,652

Invested in Capital Assets, Net of Related Debt
$ 401,200,270
Restricted for Nonexpendable:
Endowment		
Restricted for Expendable:
Debt Service
32,666
Loans
9,571,987
Capital Projects
42,228,872
Other
43,010,936
Unrestricted
76,604,389

$ (101,699,805)

Total Net Assets

$ 572,649,120

$ 163,408,874

Total Liabilities and Net Assets

$ 819,177,471

$ 497,550,526

Total Liabilities
NET ASSETS

The accompanying notes to financial statements are an integral part of this statement.
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UNIVERSITY OF CENTRAL FLORIDA
A COMPONENT UNIT OF THE STATE OF FLORIDA
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
For the Fiscal Year Ended June 30, 2006
University	Component
		
Units
REVENUES

Operating Revenues:
Student Tuition and Fees, Net of Scholarship
Allowances of $49,443,025
$ 118,498,901
Federal Grants and Contracts
39,791,083
State and Local Grants and Contracts
20,497,911
Nongovernmental Grants and Contracts
21,327,440
Sales and Services of Auxiliary Enterprises
44,237,315
Sales and Services of Educational Departments
11,500
Royalties and Licensing Fees		
Gifts and Donations		
Interest on Loans and Notes Receivable
128,890
Other Operating Revenues
3,478,346
Total Operating Revenues

$

12,636,894

8,380,393
26,848,776
15,228,471

$ 247,971,386

$ 63,094,534

$ 339,768,708
95,178,787
18,782,076
48,684,741
43,583,820

$

Total Operating Expenses

$ 545,998,132

$ 55,631,282

Operating Income (Loss)

$ (298,026,746)

$

State Appropriations
Federal and State Student Financial Aid
Investment Income
Other Nonoperating Revenues
Loss on Disposal of Capital Assets
Interest on Capital Asset-Related Debt
Other Nonoperating Expenses

$ 246,299,693
71,034,311
3,141,131
5,841,353
(1,855,186)
(7,988,091)
(14,394,843)

$

Net Nonoperating Revenues

$ 302,078,368

$ 10,671,503

$

4,051,622
20,278,742
3,549,051

$ 18,134,755

27,879,415
544,769,705

33,127,766
130,281,108

$ 572,649,120

$ 163,408,874

EXPENSES

Operating Expenses:
Compensation and Employee Benefits
Services and Supplies
Utilities
Scholarships and Fellowships
Depreciation

8,656,825
44,661,802
2,312,655
7,463,252

NONOPERATING REVENUES (EXPENSES)

Income Before Other Revenues, Expenses,
Gains, or Losses
Capital Appropriations
Capital Grants, Contracts, and Donations
Additions to Permanent Endowments
Increase in Net Assets
Net Assets, Beginning of Year
Net Assets, End of Year

12,685,410

(2,013,907)

14,993,011

The accompanying notes to financial statements are an integral part of this statement.
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UNIVERSITY OF CENTRAL FLORIDA
A COMPONENT UNIT OF THE STATE OF FLORIDA
STATEMENT OF CASH FLOWS
For the Fiscal Year Ended June 30, 2006
University
CASH FLOWS FROM OPERATING ACTIVITIES

Tuition and Fees, Net
Grants and Contracts
Sales and Services of Auxiliary Enterprises
Sales and Services of Educational Departments
Interest on Loans and Notes Receivable
Other Operating Receipts
Payments to Employees
Payments to Suppliers for Goods and Services
Payments to Students for Scholarships and Fellowships
Net Loans Issued to Students

$ 116,608,271
81,472,464
45,217,306
11,500
189,667
8,593,977
(335,084,402)
(116,686,478)
(48,684,741)
497,530

Net Cash Used by Operating Activities

$ (247,864,906)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

State Appropriations
Federal and State Student Financial Aid
Operating Subsidies and Transfers
Net Change in Funds Held for Others
Other Nonoperating Receipts
Other Nonoperating Expenses

$ 244,955,287
71,034,311
1,636,815
92,364
4,449,010
(15,637,678)

Net Cash Provided by Noncapital Financing Activities

$ 306,530,109

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Proceeds from Capital Debt and New Lease Obligations
Capital Appropriations
Capital Subsidies and Transfers
Capital Gifts and Grants
Proceeds from Sale of Capital Assets
Purchases of Capital Assets
Principal Paid on Capital Debt and Leases
Interest Paid on Capital Debt and Leases

$ 15,797,839
20,278,742
969,393
1,312,818
1,363,461
(78,889,370)
(7,427,912)
(7,905,287)

Net Cash Used by Capital and Related Financing Activities

$ (54,500,316)

CASH FLOWS FROM INVESTING ACTIVITIES
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Purchase of Investments, Net
Investment Income

$ (12,149,284)
6,671,978

Net Cash Used by Investing Activities

$

(5,477,306)

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

$

(1,312,419)
10,660,783

Cash and Cash Equivalents, End of Year

$

9,348,364
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UNIVERSITY OF CENTRAL FLORIDA
A COMPONENT UNIT OF THE STATE OF FLORIDA
STATEMENT OF CASH FLOWS (Continued)
For the Fiscal Year Ended June 30, 2006
University
RECONCILIATION OF OPERATING LOSS
TO NET CASH USED BY OPERATING ACTIVITIES

Operating Loss
Adjustments to Reconcile Net Operating Loss
to Net Cash Used by Operating Activities:
Depreciation Expense
Change in Assets and Liabilities:
Receivables, Net
Inventories
Other Assets
Accounts Payable
Salaries and Wages Payable
Deposits Payable
Compensated Absences Payable
Deferred Revenue

$ (298,026,746)

Net Cash Used by Operating Activities

$ (247,864,906)

43,583,820
928,994
(1,357,598)
(2,630,981)
1,192,703
2,179,516
(3,557,040)
2,504,791
7,317,635

The accompanying notes to financial statements are an integral part of this statement.
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University of Central Florida
A Component Unit of the State of Florida
Notes to Financial Statements
June 30, 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The University of Central Florida is a separate public
instrumentality that is part of the State University System
of public universities, and is directly governed by a Board of
Trustees consisting of 13 members. The Governor appoints six
citizen members and the State’s Board of Governors appoints
five citizen members. These members are confirmed by the
Florida Senate and serve staggered terms of five years. The
chair of the Faculty Senate and the president of the student
body of the University are also members. The State’s Board
of Education is responsible for overseeing kindergarten
through graduate school education in the State. The State’s
Board of Governors establishes the powers and duties of
the trustees. The trustees are responsible for setting policies
for the University, which provide governance in accordance
with Florida law, State Board of Education rules, and Board
of Governors regulations. The trustees select the University
president and the State Board of Education ratifies the
candidate selected. The University president serves as the
executive officer and the corporate secretary of the trustees,
and is responsible for administering the policies prescribed by
the trustees for the University.

Criteria for defining the reporting entity are identified
and described in the Governmental Accounting Standards
Board’s Codification of Governmental Accounting and Financial
Reporting Standards, Sections 2100 and 2600. These criteria
were used to evaluate potential component units for which
the primary government is financially accountable and other
organizations for which the nature and significance of their
relationship with the primary government are such that
exclusion would cause the primary government’s financial
statements to be misleading or incomplete. Based on the
application of these criteria, the University is a component unit
of the State of Florida, and its financial balances and activity
are reported in the State’s Comprehensive Annual Financial
Report by discrete presentation.
Discretely Presented Component Units

Based on the application of the criteria for determining
component units, the following direct support organizations
(as provided for in Section 1004.28, Florida Statutes, and
Board of Governors Regulation 6C-9.011) are included
within the University reporting entity as discretely presented
component units. These legally separate, not-for-profit,
corporations are organized and operated exclusively to
assist the University to achieve excellence by providing
supplemental resources from private gifts and bequests, and
valuable education support services. The statute authorizes
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these organizations to receive, hold, invest, and administer
property and to make expenditures to or for the benefit of
the University. These organizations and their purposes are
explained as follows:

• The University of Central Florida Foundation, Inc., is a notfor-profit Florida corporation whose principal function is to
provide charitable and educational aid to the University of
Central Florida.
• The University of Central Florida Research Foundation, Inc.,
was organized to promote and encourage, as well as assist in,
the research activities of the University’s faculty, staff, and
students.
• The UCF Athletics Association, Inc., was organized to
promote intercollegiate athletics to benefit the University of
Central Florida and surrounding communities.
• The UCF Convocation Corporation was created in August
2005 to finance and construct a convocation center, and to
manage the Towers student housing and its related retail
space on the north side of campus.
• The Golden Knights Corporation was created in October
2005 and operates to finance, build and administer an
on-campus football stadium.
An annual audit of each organization’s financial statements
is conducted by independent certified public accountants.
The annual report is submitted to the Auditor General and
the University Board of Trustees. Additional information on
the University’s component units, including copies of audit
reports, is available by contacting the University Controller.
Condensed financial statements for the University’s discretely
presented component units are shown in a subsequent note.
Basis of Presentation

The University’s accounting policies conform with accounting
principles generally accepted in the United States of America
applicable to public colleges and universities as prescribed by
the Governmental Accounting Standards Board (GASB).
The National Association of College and University Business
Officers (NACUBO) also provides the University with
recommendations prescribed in accordance with generally
accepted accounting principles promulgated by GASB and the
Financial Accounting Standards Board (FASB). GASB allows
public universities various reporting options. The University
has elected to report as an entity engaged in only business-type
activities. This election requires the adoption of the accrual
basis of accounting and entity-wide reporting including the
following components:
• Management’s Discussion and Analysis

• Basic Financial Statements:
– Statement of Net Assets
– Statement of Revenues, Expenses, and
Changes in Net Assets
– Statement of Cash Flows
– Notes to Financial Statements
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Basis of Accounting

Basis of accounting refers to when revenues, expenses, and
related assets and liabilities are recognized in the accounts
and reported in the financial statements. Specifically, it
relates to the timing of the measurements made, regardless
of the measurement focus applied. The University’s financial
statements are presented using the economic resources
measurement focus and the accrual basis of accounting.
Revenues, expenses, gains, losses, assets, and liabilities resulting
from exchange and exchange-like transactions are recognized
when the exchange takes place. Revenues, expenses, gains,
losses, assets, and liabilities resulting from non-exchange
activities are generally recognized when all applicable
eligibility requirements, including time requirements, are met.
The University’s discretely presented component units use the
accrual basis of accounting whereby revenues are earned and
expenses are recognized when incurred, and follow GASB
standards of accounting and financial reporting for not-forprofit organizations.

The University follows FASB statements and interpretations
issued after November 30, 1989, unless those pronouncements
conflict with GASB pronouncements.

Interdepartmental sales between auxiliary service departments
and other institutional departments have been accounted for as
reductions of expenses and not revenues of those departments.
The University’s principal operating activities consist of
instruction, research, and public service. Operating revenues
and expenses generally include all fiscal transactions directly
related to these activities as well as administration, operation
and maintenance of plant assets, and depreciation on capital
assets. Nonoperating revenues include State appropriations,
Federal and State student financial aid, investment income,
and revenues for capital construction projects. Interest on
capital asset-related debt is a nonoperating expense.

The statement of net assets is presented in a classified format
to distinguish between current and noncurrent assets and
liabilities. When both restricted and unrestricted resources
are available to fund certain programs, it is the University’s
policy to first apply the restricted resources to such programs
followed by the use of the unrestricted resources.

The statement of revenues, expenses, and changes in net
assets is presented by major sources and is reported net of
tuition scholarship allowances. Tuition scholarship allowances
are the differences between the stated charge for goods and
services provided by the University and the amount that is
actually paid by a student or a third party making payment on
behalf of the student. The University applied “The Alternate
Method” as prescribed in NACUBO Advisory Report 2000-05
to determine the reported net tuition scholarship allowances.
Under this method, the University computes these amounts by
allocating the cash payments to students, excluding payments
for services, on a ratio of total aid to the aid not considered to
be third-party aid.

The statement of cash flows is presented using the direct
method in compliance with GASB Statement No. 9, Reporting
Cash Flows for Proprietary and Non-Expendable Trust Funds.
Capital Assets

University capital assets consist of land, buildings,
infrastructure and other improvements, furniture and
equipment, library resources, works of art and historical
treasures, leasehold improvements, construction in progress,
and other capital assets. These assets are capitalized and
recorded at cost at the date of acquisition or at estimated fair
value at the date received in the case of gifts and purchases of
State surplus property. Additions, improvements, and other
outlays that significantly extend the useful life of an asset are
capitalized. Other costs incurred for repairs and maintenance
are expensed as incurred. The University has a capitalization
threshold of $1,000 for tangible personal property and
$100,000 for buildings and other improvements. Depreciation
is computed on the straight-line basis over the following
estimated useful lives:
• Buildings–20 to 50 years

• Infrastructure and Other Improvements–12 to 50 years
• Furniture and Equipment–5 to 10 years
• Library Resources–10 years

• Leasehold Improvements–10 years
Noncurrent Liabilities

Noncurrent liabilities include principal amounts of bonds and
revenue certificates payable, installment purchases payable,
notes payable, and compensated absences payable that are not
scheduled to be paid within the next fiscal year. Bonds and
revenue certificates payable are reported net of unamortized
premium or discount and deferred losses on refundings. The
University amortizes bond premiums and discounts over the
life of the bonds and revenue certificates using the straightline method. Deferred losses on refundings are amortized
over the life of the old debt or new debt (whichever is shorter)
using the straight-line method. Issuance cost paid from
the debt proceeds are reported as deferred charges, and are
amortized over the life of the bonds and revenue certificates
using the straight-line method.
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2. CASH AND CASH EQUIVALENTS

Cash and cash equivalents consists of cash on hand and cash
in demand accounts. University cash deposits are held in
banks qualified as public depositories under Florida law. All
such deposits are insured by Federal depository insurance,
up to specified limits, or collateralized with securities held in
Florida’s multiple financial institution collateral pool required
by Chapter 280, Florida Statutes. Cash and cash equivalents
that are externally restricted to make debt service payments,
maintain sinking or reserve funds, or to purchase or construct
capital or other restricted assets, are classified as restricted.
3. INVESTMENTS

Section 1011.42(5), Florida Statutes, authorizes universities
to invest funds awaiting clearing with the State Treasury and
State Board of Administration, and requires that universities
comply with the statutory requirements governing investment
of public funds by local governments. Accordingly, universities
are subject to the requirements of Chapter 218, Part IV,
Florida Statutes. The University’s Board of Trustees has
not adopted a written investment policy. As such, pursuant
to Section 218.415(17), Florida Statutes, the University is
authorized to invest in the Local Government Surplus Funds
Trust Fund investment pool administered by the State Board
of Administration; interest-bearing time deposits and savings
accounts in qualified public depositories, as defined in Section
280.02, Florida Statutes; direct obligations of the United
States Treasury; and Securities and Exchange Commission
registered money market funds with the highest credit quality
rating from a nationally recognized rating agency; and other
investments approved by the University’s Board of Trustees as
authorized by law. Investments set aside to make debt service
payments, maintain sinking or reserve funds, or to purchase or
construct capital assets are classified as restricted.
External Investment Pools

The University reported investments at fair value totaling
$160,590,187 at June 30, 2006, in the State Treasury
Special Purpose Investment Account (SPIA) investment
pool, representing ownership of a share of the pool, not
the underlying securities. The State Treasury has taken
the position that participants in the pool should disclose
information related to interest rate risk and credit risk. The
SPIA carried a credit rating of AA-f by Standard and Poor’s
and had an effective duration of 2.72 years at June 30, 2006.
The University relies on policies developed by the State
Treasury for managing interest rate risk or credit risk for this
investment pool. Disclosures for the State Treasury investment
pool are included in the notes to the financial statements of
the State’s Comprehensive Annual Financial Report.
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State Board of Administration Debt Service Accounts

The University reported investments at fair value totaling
$4,873 at June 30, 2006, in the State Board of Administration
Debt Service Accounts. These investments are used to make
debt service payments on bonds issued by the State Board of
Education for the benefit of the University. The University’s
investments consist of United States Treasury securities, with
maturity dates of six months or less. The University relies on
policies developed by the State Board of Administration for
managing interest rate risk or credit risk for these accounts.
Disclosures for the Debt Service Accounts are included in the
notes to the financial statements of the State’s Comprehensive
Annual Financial Report.
Component Units Investments

Investments held by the University’s component units at
June 30, 2006, are reported at fair value as follows:
University of
University of
	Central Florida	Central Florida
	Foundation,	Reasearch
	Inc.	Foundation, Inc.	Total
Investment Type

Mutual Funds–
Equities
$ 63,044,619 $ 16,875 $ 63,061,494
Mutual Funds–
Bonds
51,835,292		
51,835,292
Stocks and Other
Equity Securities
9,315,530
31,275
9,346,805
Total Component Units
Investments
$ 124,195,441

$ 48,150 $ 124,243,591

The vast majority of component units’ investments are
those of the University of Central Florida Foundation, Inc.
(Foundation). The following risks apply to the Foundation’s
investments:

Interest Rate and Credit Risk: Interest rate risk is the risk that
changes in interest rates of debt investments will adversely
affect the fair value of an investment. The Foundation’s
investment policy provides the following guidelines:

• Short-term intermediate fixed income funds have an average
maturity and duration not to exceed 120 percent of the
Merrill Lynch 1-3 Year Government/Corporate Index.
• Core fixed income funds have an average maturity and
duration not to exceed 120 percent of the Lehman Brothers
Aggregate Index.
Credit risk is the risk that an issuer or other counterparty to
an investment will not fulfill its obligations. The Foundation’s
investment policy requires a rating of no lower than Aa or its
equivalent for debt instruments.
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The following interest rate and credit risks apply to the
Foundation’s investments in Mutual Funds–Bonds at
June 30, 2006:

No allowance has been accrued for contracts and grants
receivable. University management considers these to be fully
collectible.

Weighted
	Average
Maturities

5. DUE FROM STATE

Credit Quality Rating
Standard	Fair
Moody’s & Poor’s
Value

Mutual Funds–
Bonds
1–5 Years		
A-1+ $ 51,385,214
Mutual Funds–
Bonds
< 1 Year
Aaa		
450,078
Total				

This is the amount of Public Education Capital Outlay, Alec
P. Courtelis Capital Facility Matching Trust Fund, Capital
Improvement Fee Trust Fund, and other allocations due to the
University for construction of University facilities.

$ 51,835,292

Custodial Credit Risk: Custodial credit risk is the risk that,
in the event of the failure of the counterparty to a transaction,
the Foundation will not be able to recover the value of its
investments or collateral securities that are in possession of
an outside party. The Foundation’s investments excluding
mutual funds, are uninsured and registered in SunTrust
Bank’s (“SunTrust”) nominee name as custodian for the
Foundation, with securities held by the Foundation’s agent
in the Foundation’s name. Mutual funds do not have specific
securities and are held in book entry form.
Concentration of Credit Risk: Concentration of credit
risk is the risk of loss attributed to the magnitude of an
entity’s investment in a single issuer. The Foundation’s
investment policy requires diversification of investments
sufficient to reduce the potential of a single security, single
sector of securities, or single style of management having
a disproportionate or significant impact on the portfolio.
Guidelines for individual sectors of the portfolio further
indicate percentage limitations.
4. RECEIVABLES

Accounts Receivable
Accounts receivable represent amounts for student fee
deferments, contract and grant reimbursements due from third
parties, various services provided to students and third parties,
student tuition and fees, and interest accrued on investments.
Loans and Notes Receivable
Loans and notes receivable represent all amounts owed on
promissory notes from debtors including student loans made
under the Federal Perkins Loan Program and other loan
programs.
Allowance for Uncollectible Receivables
Allowances for uncollectible accounts, and loans and notes
receivable, are reported based upon management’s best estimate
as of fiscal year-end considering type, age, collection history,
and other factors considered appropriate. Accounts receivable,
and loans and notes receivable, are reported net of allowances
of $624,861 and $341,240, respectively, at June 30, 2006.
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6. CAPITAL ASSETS

Capital assets activity for the fiscal year ended June 30, 2006, is shown below:
Description

Beginning Balance	Additions	Reductions	Ending Balance

Nondepreciable Capital Assets:
Land
$ 9,580,308
$
$
37,648
Works of Art and Historical Treasures
204,750			
Construction in Progress
31,582,557
26,571,806
17,754,680
Total Nondepreciable Capital Assets $ 41,367,615

Depreciable Capital Assets:
Buildings
$ 513,703,749
Infrastructure and Other
Improvements
25,832,607
Furniture and Equipment
168,165,089
Library Resources
77,481,199
Leasehold Improvements		
Works of Art and Historical Treasures
219,971
Other Capital Assets
15,550,275
Total Depreciable Capital Assets

$ 800,952,890

Less, Accumulated Depreciation:
Buildings
$ 128,400,767
Infrastructure and Other
Improvements
8,535,778
Furniture and Equipment
118,324,175
Library Resources
58,262,347
Leasehold Improvements		
Works of Art and Historical Treasures
49,500
Other Capital Assets
11,627,618
Total Accumulated Depreciation

$ 325,200,185

Total Depreciable Capital Assets, Net $ 475,752,705

$ 26,571,806

$ 17,792,328

$ 23,689,199

$

$

9,542,660
204,750
40,399,683

$ 50,147,093

97,035

537,295,913

8,568,305
3,368,266
24,266,014
8,800,488
5,819,646
3,730,211
6,911,908		
113,827		
538,931
99,322

31,032,646
183,630,615
79,570,634
6,911,908
333,798
15,989,884

$ 69,907,830

$ 16,095,322

$ 854,765,398

$ 17,411,541

$

27,563

$ 145,784,745

1,098,892
2,670,012
20,386,751
8,552,557
2,893,522
3,175,714
540,503		
82,944
1,323
1,169,667
48,474

6,964,658
130,158,369
57,980,155
540,503
131,121
12,748,811

$ 43,583,820
$ 26,324,010

$ 14,475,643
$ 1,619,679

$ 354,308,362
$ 500,457,036

7. DEFERRED REVENUE

Deferred revenue includes amounts received for contracts and grants, arena operations, student housing, and student fees
received prior to fiscal year end but related to subsequent accounting periods. As of June 30, 2006, the University reported
the following amounts as deferred revenue:
Description	Amount

Contracts and Grants
Student Housing
Student Fees
Arena Operation

Total Deferred Revenue

$

5,908,118
1,944,833
900,200
88,844

$ 8,841,995

8. LONG-TERM LIABILITIES

Long-term liabilities of the University at June 30, 2006, include bonds and revenue certificates, installment purchases, loans
and notes, and compensated absences. Long-term liabilities activity for the fiscal year ended June 30, 2006, is shown below:
Description

Beginning Balance	Additions	Reductions	Ending Balance	Current Portion

Bonds and Revenue Certificates Payable $ 159,355,506
$ 17,053,272 $ 6,935,981
Installment Purchases Payable
1 ,056,534
1,499,000
1,289,496
Loans and Notes Payable
341,827		
213,647
Compensated Absences Payable
23,550,637
3,888,572
1,383,781
Total Long-Term Liabilities
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$ 184,304,504

$ 22,440,844

$ 9,822,905

$ 169,472,797
1,266,038
128,180
26,055,428
$ 196,922,443

$ 6,422,873
723,385
128,180
1,628,291
$ 8,902,729
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Bonds and Revenue Certificates Payable

Bonds and revenue certificates were issued
to construct University facilities, including
parking garages, student housing facilities, and
academic and student service facilities. Bonds
and revenue certificates outstanding, which
include both term and serial bonds, are secured
by a pledge of housing rental revenues, traffic
and parking fees, and an assessed transportation
fee based on credit hours. Building and capital
improvement fees, collected as part of tuition
and remitted to the State Board of Education,
are used to retire the revenue certificates of
the academic and student service facilities. The
State Board of Education and the State Board
of Administration administer the principal
and interest payments, investment of sinking
fund resources, and compliance with reserve
requirements.
The University extinguished long-term debt
obligations by the issuance of new long-term
debt instruments as follows:

• The State Board of Education issued
$28,290,000 of University System
Improvement Revenue Refunding Bonds,
Series 2005A, dated September 15, 2005. The
University’s portion of the refunding bonds
($1,569,530) was used to defease $1,480,485 of
outstanding University System Improvement
Revenue Bonds, Series 1997. Securities were
placed in an irrevocable trust with an escrow
agent to provide for all future debt service
payments on the defeased bonds. The trust
assets and the liability for the defeased bonds
are not included in the University’s statement
of net assets. As a result of the refunding, the
University reduced its debt service requirement
by $161,417 over the next 16 years and
obtained an economic gain of $118,476. At
June 30, 2006, the outstanding balance of the
defeased bonds was $63,525.

The University had the following bonds and revenue certificates payable
outstanding at June 30, 2006:
Bond Type 	Amount of	Amount	Interest Rate Maturity
and Series	Original Issue	Outstanding (1) (Percent) Date To

Student Housing and Parking:

1992–Housing
$
1996–Housing
1997–Parking Garage II
1999–Parking Garage III
1999–Housing
2000–Housing
2001–Parking Garage IV
2002–Housing
2004A–Parking Garage V

19,080,000 $ 1,640,001 5.85-6.1 2013
18,420,000
15,850,894
4.8-5.6
2027
7,960,000
5,605,253 4.7-5.375 2018
8,435,000
6,569,937 4.0-4.75 2020
28,140,000
25,865,337 4.625-5.75 2030
31,695,000
29,728,239 4.25-5.25 2031
7,770,000
6,626,627
3.9-5.0
2022
14,055,000
11,993,019
2.5-4.5
2021
18,455,000
17,138,011
2.5-4.2
2024

Total Student Housing
and Parking
$ 154,010,000 $ 121,017,318
Academic and Student Services:

1997–Bookstore
$ 3,570,000 $ 2,415,572 4.6-5.125 2017
1997–Revenue Certificates 2,041,943
62,112 5.1-5.625 2022
1997A–Revenue Certificates 3,191,043
2,751,406
4.4-5.0
2016
1998–Revenue Certificates 11,156,956
8,670,776
4.0-5.0
2023
2001–Revenue Certificates 5,857,239
5,121,568
4.0-5.0
2026
2003A–Revenue Certificates 6,580,959
4,649,045
5.0
2013
2004A–Health Center
8,000,000
7,391,513 2.875-5.0 2024
2005A–Revenue Certificates 1,569,530
1,447,078 3.625-4.125 2022
2006A–Revenue Certificates 15,483,742
15,946,409
4.0-5.0
2030
Total Academic and Student
Services Facilities
$ 57,451,412 $ 48,455,479
Total

$ 211,461,412 $169,472,797

Note: (1) Amount outstanding includes unamortized bond discounts and premiums,
and deferred losses on refunding issues.

Annual requirements to amortize all bonded debt outstanding as of
June 30, 2006, are as follows:
	Principal	Interest	Total
Fiscal Year Ending June 30

2007
2008
2009
2010
2011
2012-2016
2017-2021
2022-2026
2027-2031
Subtotal
Less: Net Bond Discounts,
Premiums, and Losses on
Bond Refundings
Total

$

6,422,873 $ 8,170,270 $ 14,593,143
6,672,252
7,826,287
14,498,539
6,983,233
7,549,519
14,532,752
7,252,000
7,238,055
14,490,055
7,579,606
6,924,065
14,503,671
41,143,539
29,196,391
70,339,930
39,916,167
19,248,251
59,164,418
32,902,056
9,727,098
42,629,154
21,660,593
2,509,569
24,170,162
170,532,319
98,389,505
268,921,824
1,059,522		

1,059,522

$ 169,472,797 $ 98,389,505 $ 267,862,302
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Compensated Absences Payable

Employees earn the right to be compensated during absences
for annual leave (vacation) and sick leave earned pursuant to
Board of Governors Regulation 6C-5.920 and bargaining
agreements. Leave earned is accrued to the credit of the
employee and records are kept on each employee’s unpaid
(unused) leave balance. The University reports a liability for
the accrued leave; however, State appropriations fund only
the portion of accrued leave that is used or paid in the current
fiscal year. Although the University expects the liability to
be funded primarily from future appropriations, generally
accepted accounting principles do not permit the recording
of a receivable in anticipation of future appropriations.
At June 30, 2006, the estimated liability for compensated
absences, which includes the University’s share of the
Florida Retirement System and FICA contributions, totaled
$26,055,428. The current portion of the compensated absences
liability is the amount expected to be paid in the coming fiscal
year, and is based on actual payouts over the last three years
calculated as a percentage of those years’ total compensated
absences liability.
Certificates of Participation Payable – Component Units

The UCF Athletics Association, Inc. (UCFAA), issued
Certificates of Participation during the year ended June 30,
2005, to construct in two phases student housing facilities,
parking garages, commercial retail space, and related
infrastructure. The certificates were issued on September 1,
2004, and June 8, 2005, for $68,860,000 and $67,400,000,
respectively. On June 30, 2006, the UCFAA was directed by
the University Board of Trustees to transfer these obligations
to the UCF Convocation Corporation, where they will remain
until the maturity date. The two certificates outstanding,
which include both term and serial certificates, are secured by
a pledge of housing rental revenues, parking fees, retail space
rental revenues and investment earnings. The interest rates
on the certificates range from 2.50 to 5.25 percent and the
maturity ranges from October 2034 to October 2035.
On September 1, 2005, the UCF Convocation Corporation,
issued two additional Certificates of Participation for
$63,300,000 and $44,100, 000, for the construction of a
10,000 seat convocation center, the renovation of the existing
arena, and related infrastructure. These two certificates, which
include both term and serial certificates, are secured by a
pledge of housing rental revenues, parking fees, retail space
rental revenues, and investment earnings. The interest rates for
these certificates range from 3.5 to 5.375 percent and both
certificates mature on October 1, 2035.
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9. RETIREMENT PROGRAMS

Florida Retirement System

Most employees working in regularly established positions of
the University are covered by the Florida Retirement System
(FRS). The FRS is primarily a State-administered, cost-sharing,
multiple-employer, defined benefit retirement plan (Plan). FRS
provisions are established by Chapters 121 and 122, Florida
Statutes; Chapter 112, Part IV, Florida Statutes; Chapter
238, Florida Statutes; and Florida Retirement System Rules,
Chapter 60S, Florida Administrative Code, wherein eligibility,
contributions, and benefits are defined and described in detail.
Essentially, all regular employees of participating employers are
eligible to enroll as members of the FRS.
Benefits in the Plan vest at 6 years of service. All members
are eligible for normal retirement benefits at age 62 or at any
age after 30 years of service, which may include up to 4 years
of credit for military service. The Plan also includes an early
retirement provision, but imposes a penalty for each year a
member retires before his or her normal retirement date. The
Plan provides retirement, disability, and death benefits, and
annual cost-of-living adjustments.

A Deferred Retirement Option Program (DROP) subject
to provisions of Section 121.091, Florida Statutes, permits
employees eligible for normal retirement under the Plan to
defer receipt of monthly benefit payments while continuing
employment with an FRS employer. An employee may
participate in the DROP for a period not to exceed 60 months
after electing to participate. During the period of DROP
participation, deferred monthly benefits are held in the FRS
Trust Fund and accrue interest.

The State of Florida establishes contribution rates for
participating employers. Contribution rates during the 2005-06
fiscal year were as follows:
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Percent of Gross Salary
	Employee	Employer (A)
Class or Plan

Florida Retirement System,
Regular
0.00
Florida Retirement System,
Senior Management Services
0.00
Florida Retirement System,
Special Risk
0.00
Deferred Retirement Option Program–
Applicable to Members From All of
the Above Classes or Plan
0.00
Florida Retirement System,
Re-employed Retiree
(B)

7.83
10.45
18.53
9.33
(B)

Notes: (A) Employer rates include 1.11 percent for the postemployment health insurance subsidy. Also, employer
rates, other than for DROP participants, include .05
percent for administrative costs of the Public Employee
Optional Retirement Program.
(B) Contribution rates are dependent upon retirement class
or plan in which re-employed.

The University’s liability for participation is limited to
the payment of the required contribution at the rates and
frequencies established by law on future payrolls of the
University. The University’s contributions for the fiscal years
ended June 30, 2004, June 30, 2005, and June 30, 2006, totaled
$5,391,261, $5,814,792, and $6,278,463, respectively, which
were equal to the required contributions for each fiscal year.
Section 121.4501, Florida Statutes, provides for a Public
Employee Optional Retirement Program (PEORP). The
PEORP is a defined contribution plan alternative available
to all FRS members in lieu of the FRS defined benefit
plan. University employees already participating in the
State University System Optional Retirement Program or
the DROP are not eligible to participate in this program.
Employer contributions are defined by law, but the ultimate
benefit depends in part on the performance of investment
funds. The PEORP is funded by employer contributions
that are based on salary and membership class (Regular
Class, Special Risk Class, etc.). Contributions are directed
to individual member accounts, and the individual members
allocate contributions and account balances among various
approved investment choices. There were 372 University
participants during the 2005-06 fiscal year. Required
contributions made to the PEORP totaled $823,929.

Financial statements and other supplementary information
of the FRS are included in the State’s Comprehensive
Annual Financial Report, which is available from the Florida
Department of Financial Services. An annual report on
the FRS, which includes its financial statements, required
supplementary information, actuarial report, and other
relevant information, is available from the Florida Department
of Management Services, Division of Retirement.

State University System Optional Retirement Program

Section 121.35, Florida Statutes, provides for an Optional
Retirement Program (Program) for eligible University
instructors and administrators. The Program is designed to
aid State universities in recruiting employees by offering more
portability to employees not expected to remain in the FRS
for six or more years.
The Program is a defined contribution plan, which provides
full and immediate vesting of all contributions submitted
to the participating companies on behalf of the participant.
Employees in eligible positions can make an irrevocable
election to participate in the Program, rather than the FRS,
and purchase retirement and death benefits through contracts
provided by certain insurance carriers. The employing
University contributes on behalf of the participant 10.43
percent of the participant’s salary. A small amount remains
in the Optional Retirement Program Trust Fund for
administrative costs. The remaining contribution is invested
in the company or companies selected by the participant to
create a fund for the purchase of annuities at retirement. The
participant may contribute, by payroll deduction, an amount
not to exceed the percentage contributed by the University to
the participant’s annuity account.
There were 2,342 University participants during the 200506 fiscal year. Required employer contributions made to the
Program totaled $14,407,310 and employee contributions
totaled $6,564,504.
10. POST-EMPLOYMENT BENEFITS

Pursuant to Section 112.363, Florida Statutes, the Florida
Legislature established the Retiree Health Insurance Subsidy
(HIS) to assist retirees of all State-administered retirement
systems in paying health insurance costs. During the 200506 fiscal year, the HIS program was funded by required
contributions consisting of 1.11 percent assessed against the
payroll for all active employees covered in State-administered
retirement systems. This assessment is included in the Florida
Retirement System contribution rates presented in note 9.
Eligible retirees, spouses, or financial dependents under any
State-administered retirement system must provide proof
of health insurance coverage, which can include Medicare.
During the 2005-06 fiscal year, participants received an extra
$5 per month for each year of creditable service completed
at the time of retirement; however, no eligible retiree or
beneficiary may receive a subsidy payment of more than $150
or less than $30. If contributions fail to provide full subsidy
benefits to all participants, the subsidy payments may be
reduced or canceled.
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11. CONSTRUCTION COMMITMENTS

13. RISK MANAGEMENT PROGRAMS

The University’s major construction commitments at
June 30, 2006 are as follows:

Pursuant to Section 1001.72(3), Florida Statutes,
the University participates in State self-insurance
programs providing insurance for property and
casualty, workers’ compensation, general liability,
and fleet automotive liability. During the 2005-06
fiscal year, the State retained the first $2,000,000
of losses for each occurrence with an annual
aggregate retention of $40,000,000 for wind and
flood and $5,000,000 for perils other than wind
and flood. After the annual aggregate retention,
losses in excess of $2,000,000 per occurrence were
commercially insured up to $50,000,000 for wind,
$50,000,000 for flood, and $200,000,000 for perils
other than wind and flood; and losses exceeding
those amounts were retained by the State.
Payments on tort claims are limited to $100,000
per person and $200,000 per occurrence as set
by Section 768.28, Florida Statutes. Calculation
of premiums considers the cash needs of the
program and the amount of risk exposure for each
participant. The $50,000,000 of wind coverage
is $35,000,000 less than the coverage provided
for the 2004-05 fiscal year. Settlements have not
exceeded insurance coverage during the past
three years.

Capital Expense Commitments
	Total	Completed
Balance
	Commitment	To Date	Committed
Project Name

Psychology Building
Parking Garage V
CREOL Expansion
Burnett Bio-Medical
Recreation Complex
Harris Corporation
Engineering Center

$ 12,632,939
15,163,540
4,322,207
1,023,293
588,065

Total

$ 50,941,141

$

17,211,097

8,050,603 $
11,738,568
1,810,703
586,646
389,027
17,135,462

4,582,336
3,424,972
2,511,504
436,647
199,038
75,635

$ 39,711,009 $ 11,230,132

12. OPERATING LEASE COMMITMENTS

The University has long-term commitments for buildings leased
under operating lease agreements. These leased assets and the related
commitments are not reported on the University’s statement of net
assets. Operating lease payments are recorded as expenses when paid
or incurred. Outstanding commitments resulting from these lease
agreements are contingent upon future appropriations. Future minimum
lease commitments for noncancelable operating leases with remaining
terms in excess of one year as of June 30, 2006, are as follows:
	Amount
Fiscal Year Ending June 30

2007
2008
2009
2010
2011
2012

$ 10,212,459
6,990,979
6,540,533
5,661,576
4,878,875
400,655

Total

$ 34,685,077

Pursuant to Section 110.123, Florida Statutes,
University employees may obtain health care
services through participation in the State group
health insurance plan or through membership in
a health maintenance organization plan under
contract with the State. The State’s risk financing
activities associated with State group health
insurance, such as risk of loss related to medical
and prescription drug claims, are administered
through the State Employees Group Health
Insurance Trust Fund. It is the practice of the
State not to purchase commercial coverage for
the risk of loss covered by this fund. Additional
information on the State’s group health insurance
plan, including the actuarial report, is available
from the Florida Department of Management
Services, Division of State Group Insurance.
14. LITIGATION

The University is involved in several pending and
threatened legal actions. The range of potential
loss from all such claims and actions, as estimated
by the University’s legal counsel and management,
should not materially affect the University’s
financial position.
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15. F
 UNCTIONAL DISTRIBUTION OF OPERATING
EXPENSES

The functional classification of an operating expense
(instruction, research, etc.) is assigned to a department based
on the nature of the activity, which represents the material
portion of the activity attributable to the department. For
example, activities of academic departments for which the
primary departmental function is instruction may include
some activities other than direct instruction such as research
and public service. However, when the primary mission of the
department consists of instructional program elements, all
expenses of the department are reported under the instruction
classification. The operating expenses on the statement of
revenues, expenses, and changes in net assets are presented by
natural classifications. The following are those same expenses
presented in functional classifications as recommended by
NACUBO:
	Amount
Functional Classification

Instruction
Research
Public Service
Academic Support
Student Services
Institutional Support
Operation and Maintenance of Plant
Scholarships and Fellowships
Auxiliary Operations
Depreciation
Loan Operating Expenses

$ 176,325,923
86,659,313
1,112,861
40,821,303
23,414,300
43,610,584
14,712,669
48,684,741
66,624,798
43,583,820
447,820

Total Operating Expenses

$ 545,998,132

16. SEGMENT INFORMATION

A segment is defined as an identifiable activity (or grouping of
activities) that has one or more bonds or other debt instrument
outstanding with a revenue stream pledged in support of that
debt. In addition, the activity’s related revenues, expenses,
gains, losses, assets, and liabilities are required to be accounted
for separately.

Rock climb at the Recreation and Wellness Center
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The following financial information for the University’s bookstore, housing, parking, and health
center facilities represents identifiable activities for which one or more bonds are outstanding:
Condensed Statement of Net Assets:
Bookstore
Housing Facility	Parking Facility
Health Center
	Revenue Bonds	Revenue Bonds 	Revenue Bonds	Revenue Bonds

Assets

Current Assets
Capital Assets, Net
Other Noncurrent Assets
Total Assets

$

702,559
3,576,600
425,494

$

$ 4 ,704,653

$

$

170,000
2,245,572

$

2,415,572

$

1,220,281
372,805
695,995

$

10,253,925
74,899,724
3,687,656

$

3,815,864
39,458,294
5,371,602

$

88,841,305

$ 48,645,760

$

5,758,891
83,119,271

$

$

821,249
10,074,224
1,025,078

11,920,551

Liabilities

Current Liabilities
Noncurrent Liabilities
Total Liabilities

$

4,662,776
34,106,200

88,878,162

$ 38,768,976

$

(8,956,727)
5,866,591
3,053,279

$

$

1,362,535
7,392,482

8,755,017

Net Assets

Invested in Capital Assets,
Net of Related Debt
Restricted–Expendable
Unrestricted
Total Net Assets

$

$ 2,289,081

$

(36,857)

$

7,536,349
2,257,742
82,693

9,876,784

$

(958,349)
480,166
3,643,717
3,165,534

Condensed Statement of Revenues, Expenses, and Changes in Net Assets:
Bookstore
Housing Facility	Parking Facility
Health Center
	Revenue Bonds	Revenue Bonds 	Revenue Bonds	Revenue Bonds

Operating Revenues
$ 1,710,236
Depreciation Expenses
(154,153)
Other Operating Expenses
(37,230)
Operating Income
1,518,853
Net Nonoperating Revenues (Expenses)
(113,389)
Income Before Other Revenues,
Expenses, Gains, or Losses
1,405,464
Other Revenue, Expenses, Gains,
or Losses
(1,000,594)
Increase (Decrease) in Net Assets
404,870
Net Assets, Beginning of Year
1,884,211
Net Assets, End of Year

$

2,289,081

$

$

17,912,522
(2,870,682)
(11,041,936)
3,999,904
(4,296,159)

$

9,447,215
(1,180,018)
(5,519,920)
2,747,277
(4,033,271)

$

9,259,947
(337,889)
(8,464,762)
457,296
( 717,109)

(296,255)

(1,285,994)

(259,813)

(837,637)
(1,133,892)
1,097,035

(247,296)
(1,533,290)
11,410,074

36,972
(222,841)
3,388,375

(36,857)

$

9,876,784

$

3,165,534

Condensed Statement of Cash Flows:
Bookstore
Housing Facility	Parking Facility
Health Center
	Revenue Bonds	Revenue Bonds 	Revenue Bonds	Revenue Bonds

Net Cash Provided (Used) by:

Operating Activities
$ 1,678,006
Noncapital Financing Activities
(1,000,594)
Capital and Related Financing Activities (293,665)
Investing Activities
21,244

Net Increase (Decrease) in Cash and
Cash Equivalents
Cash and Cash Equivalents,
Beginning of Year
Cash and Cash Equivalents,
End of Year
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$

$

7,464,923
(1,554,855)
(6,752,571)
1,742,158

$

4,134,677
(2,902,889)
(1,359,259)
(547,762)

$

(49,252)
(703,280)
(888,664)
1,472,798

404,991

899,655

(675,233)

(168,398)

395,173

867,681

1,219,504

292,378

800,164

$

1,767,336

$

544,271

$

123,980
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17. COMPONENT UNITS

The University has five component units as discussed in note 1. These component units comprise 100 percent
of the transactions and account balances of the aggregate discretely presented component units’ columns of the
financial statements. The following financial information is from the most recently available audited financial
statements for the component units:
Condensed Statement of Net Assets:
		
University of
University of	Central Florida
UCF	
UCF
Central Florida	Research	Athletics	Convocation
Golden Knights
	Foundation, Inc.	Foundation, Inc.	Association, Inc.	Corporation	Corporation	Total

Assets

Current Assets
$ 45,644,304
$ 2,372,824
Capital Assets, Net
54,763,356		
Other Noncurrent Assets
112,599,728
48,150
Total Assets

$ 213,007,388

$

2,420,974

$

3,754,207
14,843,700
30,209

$ 18,628,116

$ 134,675,054 $
267,234 $ 186,713,623
117,670,013		
187,277,069
10,881,747		
123,559,834
$ 263,226,814

$

267,234 $ 497,550,526

Liabilities

Current Liabilities
Noncurrent Liabilities
Total Liabilities

$
$

17,979,017
$ 1,870,923
30,434,498		
48,413,515

$

1,870,923

$

9,804,411
5,701,585

$ 15,505,996

$

16,316,522 $
267,234 $ 46,238,107
251,767,462		
287,903,545

$ 268,083,984

$

267,234 $ 334,141,652

Net Assets

Invested in Capital Assets,
Net of Related Debt
$ 20,022,131
$
$ 8,423,844 $ (130,145,780) $
Restricted
133,682,081					
Unrestricted
10,889,661
550,051
(5,301,724)
125,288,610		

Total Net Assets

$ 164,593,873

$

550,051

$

3,122,120

$

(4,857,170) $

$(101,699,805)
133,682,081
131,426,598
$ 163,408,874

Condensed Statement of Revenues, Expenses, and Changes in Net Assets:

Operating Revenues
Operating Expenses

Operating Income (Loss)
Net Nonoperating Revenues
(Expenses)
Other Revenues, Expenses,
Gains and Losses

$

34,261,387
26,166,113

8,095,274

1,716,593
1,771,726

$ 27,116,554
26,827,633

426,570

(55,133)

10,298,978

14,993,011		

Increase (Decrease)
in Net Assets
33,387,263
Net Assets, Beginning of Year 131,206,610
Net Assets, End of Year

$

$ 164,593,873

$

371,437
178,614

550,051

$

288,921

$
865,810		

(865,810)		

$ 63,094,534
55,631,282

258,903

(312,948)		

10,671,503

3,678,412

(3,678,412)		

14,993,011

4,226,236
(4,857,170)		
(1,104,116)			

33,127,766
130,281,108

3,122,120

$

$

(4,857,170) $

7,463,252

$ 163,408,874

18. Subsequent Events

On October 26, 2005, the Golden Knights Corporation (Corporation) was created, and was certified as a
direct-support organization of the University in December 2005. During the 2005 calendar year, the UCF Athletic
Association, Inc. (UCFAA), began construction of a football stadium on the University’s campus. The UCFAA,
through donations and a line of credit, and the University of Central Florida Foundation, Inc., have funded
all construction activity as of June 30, 2006. Subsequent to the year end, the Corporation agreed to accept the
football stadium and all related debt, and provide for the remaining construction of the stadium. The Corporation
is also expected to reimburse the UCFAA for cost incurred on the football stadium during the year under audit.
Approximately $4,800,000 in costs were incurred by the UCFAA as of June 30, 2006. In August 2006, the
Corporation issued $44,750,000 in nontaxable Certificates of Participation and $18,550,000 in taxable Certificates
of Participation for construction of the football stadium and related improvements.
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2005-2006 boa r d o f t rust e es
richard nunis
chair
thomas yochum
vice chair
judith albertson
w illie bentley, jr .
S T U D E N T B O DY P R E S I D E N T
to 5 - 2 4 - 0 6
olga calvet
manoj chopra
FA C U LT Y S E N AT E C H A I R
patric k christiansen
A lan S . F lore z
FROM 1-24-06*
P hyllis Kloc k
H ector “ T ico ” P ere z
to 1 - 1 9 - 0 6 *
H arris R osen
C onrad S antiago

U n i v e r s i t y l e a d e r sh i p

J ohn c . hitt
president, U niversity of central florida
B eth barnes
vice president and chief of staff
terry l . hic k ey
provost and vice president, academic affairs
w. scott cole
vice president and general counsel
helen donegan
vice president, community relations
maribeth ehas z
vice president, student development and
enrollment services
robert holmes , jr .
vice president, development and alumni relations
and ceo ucf foundation
daniel c . holsenbec k
vice president, U niversity relations
thomas huddleston , jr .
vice president, marketing , communications and
admissions
w illiam f . merc k , ii
vice presi D E nt, administration and finance

mj soileau
vice president for research A N D commerciali z ation

R ichard Walsh
p r i n c i pa l f i n a n c e a n d acco un t i n g o f f i c i a l s
A l Weiss
M ar k White
S T U D E N T B O DY P R E S I D E N T
from 5 - 2 5 - 0 6

linda bonta , U niversity controller
beverly delong , director of operations
glen carlson , associate controller
r A N dolph foster , associate controller

*Hector “Tico” Perez was appointed to the
Board Of Governors beginning January 20, 2006,
and his replacement, Alan Florez, was
appointed January 24, 2006.

dan mayo , associate controller
w ilson rosario , associate controller
adoracion santos , associate controller
rebecca vilsac k , associate controller
john stevens , ass I S T A N T controller
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The Leisure Pool
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UCF is the University that seeks opportunities, creates opportunities,
and brings them to fruition. The University’s culture of opportunity
is driven by the diverse people it attracts and serves, its Orlando
environment, its history of entrepreneurship, and its youth, relevance,
and energy.
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