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President Abraham Lincoln, who
signed the Land-Grant College Act
into law, and Representative Justin

Smith Morrill of Vermont, its sponsor.
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An act with

enduring

Impact.

One year, four months and 17 days before Abraham Lincoln addressed

a war-weary crowd at the dedication of a cemetery in Gettysburg, the

President signed legislation that made an immediate and everlasting

impact on the way people experience their lives. The Morrill Act estab-

lished the land-grant university system and essentially initiated what

could be defined as “The Age of Education” that thrives to this day.

While it may not be a key subject in
American History classes, the Morrill
Act of 1862 is a significant piece of our
country’s history. The act awarded states
30,000 acres of land per member of
Congress to provide support for colleges
of agricultural and mechanical arts. As the
original document states, a key purpose
of establishing land-grant colleges was
“to promote the liberal and practical
education of the industrial classes in the
several pursuits and professions in life.”

Yet the very act that served as a major
catalyst for higher education in the United
States has somehow been conspicuously
undervalued in the classroom itself.
That’s ironic at best. On the 150th
anniversary of its creation, the land-grant

system is long overdue for recognition of
all that it has made possible.

Among the beneficiaries of the Morrill
Act is the University of Florida, the
State’s flagship land-grant institution,
whose past accomplishments and
promise of future endeavors are deeply
rooted in the Morrill Act and still faithful
to its original intent. UF’s mission to
teach, research and provide service is also
a tribute to Representative Justin Morrill
and President Lincoln, who shared the
foresight and vision — despite being
mired in a civil war — to recognize the
importance of higher education and the
role it would play in the development of
our country as a world leader.
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President’s Message
The year 2012 marks the 150th anniversary of the Morrill Land-

Grant Act, the Federal legislation that created the nation’s land-

UF has achieved all of those goals through its three-
legged mission of research, teaching and service. But
as State support for universities continues to lag, this
historic mission is under threat as never before — not
only in Florida, but also in many other states.

The anniversary of the Morrill Act thus raises
important questions about the future of land-grant
universities and their roles and responsibilities within
their states. These questions are sure to be discussed
next year as UF joins its peer universities across the
country in celebrating the Morrill Act anniversary.

A MOVE TOWARD INDEPENDENCE IN 2010-11 | With
another round of State budget cuts, the University
of Florida in 2010-11 strengthened its commitment
to becoming more innovative, more enterprising and
ultimately, more financially independent.

UF lost approximately $46 million in State
Appropriations for the 2011-12 fiscal year, the fifth
such decline in the past six years. While tuition has
gone up over the same period, the increase has not
made up for the loss of State Appropriations. With
Florida facing a projected $2 billion shortfall in 2012,
this slide shows no signs of slowing.

Over the years, declining State support has prompted
cost-cutting measures that have made it more difficult
for UF to reach its full potential as Florida’s only
top-20 public research university. But the restrictive
budget climate has also made UF more aggressive
and creative in pioneering its own revenue-generating
initiatives.
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grant universities, including UF. The Act sought universities
that were open to students from all walks of life; schools that
taught agriculture, engineering and liberal arts and sciences;

and that helped to build and grow their states.

With UF depending on State and tuition dollars for
24 percent of its total revenue, our goal is to create
a larger diversity of income-generating opportunities.

A NEW SPRING-SUMMER UNDERGRADUATE PROGRAM I
UF in Fall 2011 began accepting applications for the
Innovation Academy, a new program focused on
technology innovation and entrepreneurship that will
operate on a unique Spring — Summer schedule.

The program seeks toaddress
a number of challenges:

* Access. With more than
29,000 applicants for about
6,400 spots in our entering
class, UF cannot currently
admit all the qualified,
tuition-paying  students
who wish to attend.

* EFFIciENCY. Our facilities

are not being used to their
full capacity during the

summer months when
fewer students are on
campus.

* CurricuLum. While the
University encourages tech-
nology commercialization
at the faculty and graduate
school level, more support
is needed among the un-
dergraduate population.




The first class in the
Innovation Academy will
arrive in the Spring of 2013.
Phased in over four years,
we anticipate the program
will eventually add 2,000
UF undergraduates.

EXPANDED OFFERINGS IN DISTANCE LEARNING | In 2010-
11, UF also continued an aggressive expansion of
its distance-learning enterprise. Now available via
distance learning: 6 bachelor’s degree programs, 57
master’s degree programs, 9 doctoral degree programs,
6 undergraduate certificates and 38 graduate
certificates.

Our distance-learning revenue tops $63 million, and
we have nearly 5,000 students enrolled in e-learning
education or in other programs located off our main
campus.

AN ENHANCED CLIMATE FOR INNOVATION | UF in October
2011 completed the Florida Innovation Hub, UF’s
second technology incubator — and the first major
facility to open in the planned Innovation Square,
which will join campus and downtown Gainesville.

University and Gainesville officials envision the
25-acre Innovation Square as an urban research,
residential and retail community centered on
commercialization of UF research. The $13.2 million,
48,000-square-foot Hub is a first step: The Hub houses
University technology spinoffs, venture capital and
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other support-service firms, and UFs Office of
Technology Licensing.

Two other facilities are currently planned for
Innovation Square, both by Trimark Properties, a
private enterprise. The Infusion Technology Center
will serve technology companies that outgrow the
Hub. And a new residence hall is likely to house
students in the Innovation Academy.

In related activity, the Warrington College of Business
Administration dedicated a newly remodeled Center
for Entrepreneurship and Innovation. The College
of Engineering created the Engineering Innovation
Institute. And UF’s patenting and licensing activity
continued at a rapid pace despite the lackluster
economy. In 2010-11, UF filed 298 inventions
disclosures, had 108 patents issued and negotiated 78
licenses and options.

RECOMMITTING TO OUR MIsSION | Even as UF seeks to
become more entrepreneurial, we remain faithful
to our roots as a public, land-grant institution
created as a result of the Morrill Act of 1862. Our
challenge in coming years is to balance increased
fiscal independence with a continued commitment
to serving all the people of Florida and to helping the
State grow and prosper.

DG S/

J. Bernard Machen
President
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Overview

A history and future
of changing lives.

“No other name so glorious.” Indeed. The
University of Florida has a tremendously
proud past and a proven track record
of contributing not only to the State of
Florida, but impacting the way people
around the world experience their lives.

Streamlining irrigation techniques for
water conservation. Producing virus-
resistant tomatoes and other plants.
Developing urban forests as a potential
solution for carbon emissions. These are
just a few of the ways UF researchers
are leading the way in breakthroughs
that improve the quality of life in a
meaningful way.

_ lives into the 22nd century and beyond.

UF has pioneered agricultural and
engineering progress for 150 years,
literally changing the landscape of the
State while helping to fuel its economy.
We have adapted to changes and
faced challenges, created an educated
workforce, and produced more than our
fair share of leaders in the process. As
for the next 150 years, a world of oppor-
tunity awaits. A world whose demand
for food, water and other necessities will
grow exponentially.

Despite such overwhelming numbers,
UF is committed to using the knowledge
we've gained in the past, the technology
we currently possess, and the inevitable
breakthroughs of the future to continue
improving the way people experience their

Opposite: The United States is a world
leader in orange production, with the
State of Florida setting the pace.

Below: The University of Florida's
commitment to pioneering research
has yielded tremendous results and
changed lives for more than 150 years.




Food for Thought

Between 1924 and 1999, the earth’s population
tripled from 2 billion to 6 billion people. In 2011,
we reached the 7 billion mark.

Why are these numbers relevant? According to
a 2009 estimate by the Food and Agriculture
Organization of the United Nations, food
production will have to increase 70% by 2050
to feed an additional 2.3 billion people.
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the Land-Grant. A Common Path.

East Florida Seminary in Ocala created in response to public funds being used to support higher education.
President Lincoln signs the Morrill Act into law.

The Florida Agricultural College at Lake City is established under the Morrill Act.

The Buckman Act consolidates the colleges of the State.

The University of Florida in Gainesville opens its doors.

UF celebrates its 150th birthday and.is ranked the fourth largest university in the country.

The Morrill Act marks its own sesquicentennial anniversary.
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UF is among the nation’s leading
universities in transferring
technology to the marketplace and
impacting lives across the globe.
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The roots of UF's
impact on lives.

To sum up what the University of
Florida has contributed to the State in
just a few pages would be impossible.
How do you measure the impact of the
more than 300,000 degrees that have
been awarded? And there is the vast
amount of research whose technological
advancements have been transferred to
the marketplace, as well as discoveries
in medicine, engineering and agriculture
whose value is simply incalculable.

The same can be said about the impact
of the land-grant university system. This
legislation not only provided support for
colleges of agriculture and engineering,
but also fostered and funded inter-
disciplinary studies that transcend all of
UF’s colleges and areas of studies. Today,

more than ever, the University of Florida
benefits from this focus on achievement
and, in turn, creates better lives for
people throughout the State and beyond.
In a very real sense, UF’s campus not only
spans the entire State of Florida, but in
fact, the world.

The citrus farmer who enjoys more
productive crops. The hospital whose
medical devices are shielded from
bacteria. The astronomer who can chart
a galaxy as it is forming ten billion light
years away. All share a common thread
that ties them directly to achievements
at UE And all are deeply rooted in UF’s
designation as a land-grant university.
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Agricultural and
Engineering Progress

Aspart of its mission to offer broad-based
and inclusive public education, leading-
edge research and service to the residents
of Florida and the nation, the University
of Florida created the Institute of Food
and Agricultural Sciences (UF/IFAS).
A Federal-State-County  partnership,
UF/IFAS is dedicated to developing
knowledge in agriculture, human and
natural resources, and life sciences, and
enhancing and sustaining the quality of
human life by making that information
accessible.

In a State that produces nearly 300
commodities on 47,500 commercial
farms covering 9.25 million acres, the
possibilities and challenges are endless.
That's why youll find a UF/IFAS
extension office in every one of the
State’s 67 counties, as well as 13 research
and education centers. Additionally, the
College of Agricultural and Life Sciences
has laboratories and classrooms spread
throughout the UF campus. UF/IFAS has
developed an international reputation
for its accomplishments in teaching,
research and extension.

State land-grant universities and the
Cooperative  Extension  Service of
the USDA were instrumental in the
development of 4-H, whose original role
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was to extend agricultural education
to rural youth by organizing boys” and
girls’ clubs and through “learning by
doing” Today, 4-H has an expansive
reach, serving youth in rural, urban, and
suburban communities in all 50 states.
Through the efforts of UF/IFAS, young
people in Florida tackle the nation’s
toughest issues, from global food security,
climate change and sustainable energy to

childhood obesity and food safety.

The University of Florida has a unique
responsibility to improve the State’s
agricultural  productivity  through
research, extension and education.
Considering that every dollar spent on
agricultural research produces a $10
return, the investment is certainly a
sound one. The State of Florida ranks
number one in value of production for
10 different crops.

The impact of UF/IFAS reaches far
beyond the groves, fields and ranches.
For example, as founder and sponsor of
the Florida Folic Acid Coalition, we have
helped fuel their mission to decrease the
incidence of folic-acid-preventable birth
defects, reduce chronic disease risk and
promote the benefits of folic acid.

Opposite: W. P Bushnell Endowed
Professor Kamran Mosheni is
focused on systems for aerial and
underwater vehicles as well as
mobile sensor networks for the
Department of Electrical and
Computer Engineering at UF’s
College of Engineering.

Below: UF/IFAS provides vegetable
growers with the latest information
on new production trends and
techniques at the Florida Ag Expo.
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UF is committed to providing the core elements that
shape the quality of life throughout the State, including:

- Educate the State’s workforce - Conserve and manage our diverse natural resources
- Improve the economy and create jobs - Discover more efficient strategies of land use
- Protect and conserve the quantity and quality of - Manage our coastal and marine environments

our water - Seek greater energy independence

] T'ea'ch our youth essential life skills and promote - Help agricultural and natural resource industries
Civic engagement become more diverse and efficient

- Encourage healthy lifestyles for Floridians - Develop new high-value agricultural crops
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Opposite: Ferns at the Ordway-
Swisher Biological Station, a
year-round management,
research and educational facility
administered by UF/IFAS.

Below: The Department
of Astronomy’s Rosemary
Hill observatory and its
30-inch telescope.
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Land, Sea & Space

The University of Florida is also a
sea grant institution, one of 33 in a
nationwide network of university-based
programs that partner with coastal
communities. Modeled after the land-
grant program created more than a
century earlier, the sea grant initiative is
a partnership of academia, government,
and industry focused on coastal and
marine resources. Locally, the Florida
Sea Grant College Program functions
administratively as a State of Florida
center through the Florida Board of
Education Division of Colleges and
Universities. The program has system-
wide responsibility for research and
education activities designed to create a
better coastal environment. Our role as
a sea grant university further enables UF
to maintain its mission of providing food
and water for today’s and tomorrow’s
expanding population.

Fewer than 3 percent of universities in
the country share the distinction of Land
Grant, Sea Grant and Space Grant status.
UF is proud to belong to that select group.
In 2011, a team from UF’s Department
of Astronomy initiated an arrangement
that created a collaborative research
initiative between scientists in Spain
and Florida working in small satellite
technology, agriculture biotechnology,
and the science of aging. According to
Rafael Guzman, astronomy department
chairman at UE “You could use small
satellites equipped with telescopes to
monitor crops for diseases like citrus
canker and stop a contamination before
it destroys a whole grove.”

Better science can improve agriculture
and medicine, as well as create jobs. UF/
[FAS will lead U.S. efforts to find new
technology to help growers, while a similar
agency in Spain will actively pursue the
same goal, creating opportunities for
joint studies, new sources of funding
and fresh perspectives on common
challenges.

UF’s Institute on Aging will similarly
join with a sister organization in Spain
to develop their research. The current
agreement begins the planning process for
the future commercial venture that will be
based near the Kennedy Space Center, just
three hours from the UF campus.

The University of Florida is even
involved in addressing the issue of what
astronauts will eat on long-term space
flights in the future.

Further evidence of the University’s
commitment to the future is its role
as a regional participant in the Sun
Grant Initiative, a network of land-
grant universities and federally-funded
laboratories  working  together  to
research and develop sustainable and
environmentally friendly bio-based energy
alternatives.

i
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Overview

The University

of Florida

MissioN | The mission of the University
of Florida is to offer broad-based,
inclusive public education; leading-edge
research; and service to the residents
of Florida and the nation. The fusion
of these three endeavors stimulates
a remarkable intellectual vitality and
generates a synthesis that represents the
University’s greatest strength.

Teaching is a fundamental purpose of
this University at both the undergraduate
and graduate levels. Research and
scholarship are integral to the education
process and to the expansion of our
understanding of the natural world, the
intellect and the senses. Service reflects
the University’s obligation to share the
benefits of its research and knowledge
for the public good.

These three interlocking elements span
all academic disciplines and represent the
University’s commitment to lead
and serve the State of Florida and
the nation. The University of Florida
aspires to advance the State, the nation
and the international community by
strengthening the human condition and
improving the quality of life.

History | UF is Florida’s oldest university,
and for many years was one of only three
State universities, along with the Florida

12 1 University of Florida

State College for Women (now Florida
State University) and Florida A&M.
Women attended the University as early
as 1916, and the student body grew
to 601 women and 8,177 men when
the Legislature removed all barriers for
female enrollment in 1947.

Today, the University is one of the largest
in the nation, boasting an enrollment of
more than 50,000 students. UF is one of
only 17 public, land-grant universities
that belong to the Association of
American Universities.

FAcuLty | The University faculty, which
numbers more than 5,000, now has
more than 50 Eminent Scholar Chairs
and more than two dozen members have
been elected to the National Academies
of Science and/or Engineering, the
Institute of Medicine, or a counterpart in
another nation. Present and past faculty
include Pulitzer Prize winners, a pioneer
in aviation engineering, a leading scholar
on econometrics, three winners of
NASA's top award for research, one of the
four charter members of the Solar Hall of
Fame, and a winner of the Smithsonian
Institution’s award for conservation.

From pharmacy and public relations
to pain mitigation and materials
engineering, the University of Florida

Below: Members of the College
of Agricultural and Life Sciences
Leadership Institute Cohort | visit
a sustainable farm in Costa Rica.
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The University of Florida’s total annual
economic impact on the State.

is a recognized leader in a wide variety
of specialties and areas. University
researchers and scientists have made
significant developments and discoveries
in many fields, including astronomy,
microbiology, metallurgy and medical
technology.

STUDENTS | The University of Florida’s
freshman retention rate of 96 percent
speaks to the outstanding quality of the
University’s entire academic experience.
Fall 2010 figures indicate an enrollment
of 50,116 students, more than 80
percent of whom are from Florida. Every
state in the nation is represented in the
UF student body, and the University is
gaining an increasingly international
enrollment, with approximately 5,000
international  students  representing
more than 100 countries.

Economic Impact

106,118

The number of jobs created directly and indirectly
by UF each year, including operations, healthcare

Sixty-four percent of enrolled students
are undergraduates, 24 percent are
graduate students and 9 percent are
in professional degree  programs.
Approximately 27 percent of students
are minorities.

University of Florida students also receive
many opportunities to participate in extra-
curricular activities. There are more than
900 student organizations on campus,
and students attend more than 2,000
campus concerts, art exhibits, theatrical
productions, guest lectures, sports,
concerts and other events each year.

m $619.1 million

The total amount of sponsored research awards to
the University of Florida in 2010-11.

14 to 1

services, student spending, spinoff companies, asset

purchases, visitor spending and direct
support organizations.

i s
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Every State dollar appropriated to the University
of Florida results in a $14 return on investment.

For more information, visit www.Economiclmpact.ufl.edu



U.S. land-grant institutions

3.5 miltion

undergraduate students

1.1 mitlion

graduate students

645,000

faculty members

S34 bitlion

in annual research

141 University of Florida

College/School

Accounting

Agricultural and Life Sciences

Building Construction

Business Administration

Dentistry

Design, Construction, and Planning

Division of Continuing Education (A)

Education

Engineering k | 7,118
Fine Arts 1,264
Forest Resources and Conservation 222
Health and Human Performance 2,135
High School 52
Interdisciplinary Ecology 148
Journalism and Communications | i 2,987
Law 1,422
Liberal Arts and Sciences , , 14,364
Medicine 850
Multiple-College Program -
Natural Resources and Environment 122
Nursing , , 1,111
Pharmacy 656
Pharmacy Doctor , , 1,913
Physician Assistant Program 121
Public Health & Health Professions , , 1,881
Veterinary Medicine 520

SUB-TOTAL 50,844 52,335
Minus Concurrent Degree 60 64

TOTAL 50,784 52,271

(A) Includes Continuing Education and correspondence courses for students not enrolled in a college.

Source: Office of Institutional Planning and Research - UF Facts

Degrees Awarded by Type of Degree

Degree 2008-09

Bachelor's 9,207
Master’s 3,546
Doctor of Philosophy 841
Doctor of Pharmacy 474
Juris Doctor 424
Doctor of Medicine 124
Doctor of Dental Medicine 81
Doctor of Veterinary Medicine 84
Specialist in Education 73
Engineer - - 1

TOTAL 14,855

Source: UF Office of Institutional Planning and Research



In-State Enrollment
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Research Awards by Sponsor for
2010-11 Fiscal Year (in millions)

Local & Regional All Other Sources
$19.6
3%

$8.5
Foundations 2%
& Societies
$71.2
12%
Corporations
& Companies
$44.2
7%
Florida State
Agencies
$52.7
9%

Federal Agencies
$416.9
67%

Source: UF Division of
Sponsored Research

“The land-grant university system is being built on
behalf of the people, who have invested in these
public universities their hopes, their support, and
their confidence.” — Abraham Lincoln

Today, America’s land-grant universities
fulfill their mandate for openness,
accessibility, and service to the people.
Many of these institutions have joined
the ranks of the nation’s most distin-
guished public research universities. The
Association of Public and Land-Grant
Universities (APLU) member-institutions
currently enroll more than 3.5 million
undergraduate and 1.1 million graduate
students in every academic discipline
and explore fields of inquiry far beyond
the scope envisioned in the original
land-grant act. APLU campuses employ
more than 645,000 faculty members and

conduct nearly two-thirds of all federally-
funded academic research, totaling more
than $34 billion annually.

The Association’s membership includes
217 institutions, consisting of state
universities, land-grant universities, and
state university systems. The total
includes 74 U.S. land-grant institutions,
of which 18 are the historically black
institutions. Inaddition, APLU represents
the interests of the nation’s 33 American
Indian land-grant colleges through the
membership of the American Indian
Higher Education Consortium (AIHEC).
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| am pleased to present the University of Florida Annual Financial Report for the 2010-11

fiscal year. It is a testament to the leadership of the University that we had a successful

year in these difficult economic times.

The University’s assets totaled $3.0 billion at June 30,
2011, and liabilities totaled $638 million, resulting
in net assets of $2.4 billion, a 3.1% increase over the
previous year.

The University’s operating revenues totaled $1.5
billion for the 2010-11 fiscal year, representing a
6.1% increase over the 2009-10 fiscal year. The major
components of the increase in operating revenues are
Student Tuition and Fees, and Grants and Contracts.
Student Tuition and Fees, net of scholarship
allowances, increased $30.7 million or 12.5% because
of tuition and fee increases. Nongovernmental
Grants and Contracts revenue increased by $58.3
million, or 10.2%, which includes transfers from
component units and the addition of $15 million
in new contracts. Operating expenses totaled $2.3
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billion for the 2010-11 fiscal year, representing an
increase of 4.7% over the 2009-10 fiscal year. The two
largest categories contributing to this increase were
Employee Compensation and Benefits, and Services
and Supplies.

Net nonoperating revenues and expenses in the 2010-
11 fiscal year decreased $7.6 million primarily because
of the reduction in funding provided by the American
Recovery and Reinvestment Act. The decrease in
the fair value of investments was offset by a slight
increase in State Appropriations due to increased
costs for insurance, retirement, and maintenance of
new buildings.

The University had significant construction activity
during the year. Completed construction projects
include:



1)  Southwest Recreation Center Expansion
(capitalized costs of $15.6 million);

2)  Levin College of Law School Advocacy
Center (capitalized costs of $5.7
million); and

3)  Health Science Center Autopsy Suite
Renovation (capitalized costs of
$14.6 million).

Construction continues on several major projects,
including four that, when finished, will be capitalized
at over $90 million:

1) Lake Nona Research Facility;

2)  Clinical Translational Research Building;
3) Florida Innovation Hub at UF; and

4)  Harn Museum Asian Art Wing,.

As the economic recovery lags, the University faces
another round of budget cuts, a $46 million decrease
in State Appropriations. While a tuition increase of
15% is planned, it will not make up for the loss of
State support.

2010-11 Annual Financial Report

The Office of the Vice President and Chief Financial
Officer is focused on supporting the mission of the
University. To that end, we continue to look for ways to
conserve resources and cut costs, as well as encourage
entrepreneurial efforts. We are studying the potential
savings and effectiveness of implementing shared
service centers. We have reengineered contract and
grant financial compliance, improved the electronic
Effort Reporting system, created an electronic Faculty
Activity Report (FAR) and executed several strategic
sourcing agreements.

On July 1, 2011, The Florida Board of Governors
created Regulation 9.002, which increased the
capitalization threshold for tangible personal property
from $1,000 to $5,000. This change will reduce the
administrative costs of recording and tracking items
of equipment. The Regulation also enhances the
overall stewardship and control of the University’s
assets by eliminating the requirement to record and
track relatively low-valued items so more attention
and effort can be given to safeguarding the remaining,
higher-valued items.

We will continue to enhance the Responsibility
Center Management (RCM) budget allocation
system, and implement technological changes to
automate the budget allocation and preparation.
A major upgrade to the financial system went live
May 2011. The Human Resources and Payroll
system upgrade is scheduled to go live September 4,
2012. We will utilize technology to stay current and
improve efficiencies.

While we are challenged by the continuing loss
of State support, our focus will be to carry on the
mission of the University, staying faithful to the trust
placed in the University of Florida when the Morrill
Land-Grant Act was enacted nearly 150 years ago.

Matthew M. Fajack
Vice President and Chief Financial Officer
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building

DAVID W. MARTIN, CPA 111 West Madison Street PHONE: 850-488-5534

AUDITOR GENERAL Tallahassee, Florida 32399-1450 ks 850-488-6975

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 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, 2011, which collectively comprise the
University’s basic financial statements as listed in the table of contents. 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 represent 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, insofar as it relates to the
amounts included for the aggregate discretely presented component units, is based on the reports of the other auditors. The prior year
partial comparative information was derived from the University’s 2009-10 financial statements and, in our report dated February 11, 2011,
we expressed an unqualified opinion on the respective 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. 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 Florida and of its aggregate discretely presented component units as
of June 30, 2011, and the respective changes in financial position and cash flows thereof for the fiscal year then ended, in conformity with
accounting principles generally accepted in the United States of America.

As discussed in notes 1 and 2 to the financial statements, Shands Teaching Hospital and Clinics, Inc., a discretely presented component
unit, was reorganized to form Shands Jacksonville HealthCare, Inc., as a separate discretely presented component unit. Additionally, both
entities began reporting under standards promulgated by the Governmental Accounting Standards Board; a change from the Financial
Accounting Standards Board standards previously followed. These changes affect the comparability of amounts reported within the
component units’ columns for the 2010-11 fiscal year with amounts reported for the 2009-10 fiscal year.
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The financial statements include prior-year partial comparative information. Such information does not include all of the information
required to constitute a presentation in conformity with accounting principles generally accepted in the United States of America.
Accordingly, such information should be read in conjunction with the University’s financial statements for the fiscal year ended
June 30, 2010, from which the partial information was derived.

In accordance with Government Auditing Standards, we have also issued a report on our consideration of the University of Florida’s
internal control over financial reporting and on our tests of its compliance with certain provisions of laws, 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 results of that testing, and not to provide an opinion on the
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.

Accounting principles generally accepted in the United States of America require that MANAGEMENT’S DISCUSSION AND ANALYSIS
and the OTHER REQUIRED SUPPLEMENTARY INFORMATION, as listed in the table of contents, be presented to supplement the basic
financial statements. Such information, although not a required part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for consistency with management’s responses
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the University of
Florida’s basic financial statements. The introductory information, the President's Message, the University of Florida Overview, the
Introduction from the Vice President and Chief Financial Officer, and the supplemental information for financial aid administered, as listed
in the table of contents, are presented for purposes of additional analysis and are not a required part of the basic financial statements. The
introductory information, the President's Message, the University of Florida Overview, the Introduction from the Vice President and Chief
Financial Officer, and the supplemental information for financial aid administered have not been subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on them.

Respectfully submitted,

(L &)

David W. Martin, CPA
March 19, 2012
Audit Report No. 2012-147
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Management’s Discussion and Analysis

From the Vice President and Chief Financial Officer

INTRODUCTION AND BACKGROUND

The Management’s Discussion and Analysis (MD&A) provides
an overview of the financial position and activities of the
University of Florida (the University) for the fiscal year ended
June 30, 2011, 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 $3.0 billion at June 30, 2011.
This balance reflects a $122.0 million, or 4.2%, increase from
the 2009-10 fiscal year.
million due in part to the investment of bond proceeds for

Investments increased by $85.3
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the Clinical Translational Research Building, which will also
house the UF Institute on Aging. The amount due from the
State continued to decrease because several large construction
projects have been completed. While assets grew, liabilities
grew $49.8 million, or 8.5%, to $638.1 million. The new bond
issue increased debt by $29.8 million. Compensated absences
payable grew $8.3 million and Other Postemployment Benefits
Payable grew by $23.2 million. As a result, the University’s net
assets increased by $72.2 million, or 3.1%, reaching a year-end
balance of $2.4 billion.

The University’s operating revenues totaled $1.5 billion for
the 2010-11 fiscal year, representing a 6.1% increase over the
2009-10 fiscal year. Major components of operating revenues
are Student Tuition and Fees, and Grants and Contracts.
Student Tuition and Fees, Net of Scholarship Allowances,
increased $30.7 million or 12.5% because of tuition and fee
increases. Nongovernmental Grants and Contracts revenue
increased by $58.3 million, or 10.2%, which includes transfers
from component units and the addition of $15 million in new
contracts.



Operating Expenses totaled $2.3 billion for the 2010-11
fiscal year, representing an increase of 4.7% over the 2009-
10 fiscal year. The two largest categories contributing to this
increase were Compensation and Employee Benefits, reflecting
increased Compensated Absences and Other Postemployment
Benefits, and Services and Supplies.

Net Nonoperating Revenues and Expenses in the 2010-11
fiscal year decreased $7.6 million mainly due to the change
in the fair value of investments and a decline in the American
Recovery and Reinvestment Act (ARRA) stimulus funding.

The University had significant construction activity during the
year. Completed construction projects included: (1) Southwest
Recreation Center Expansion (capitalized costs of $15.6
million); (2) Levin College of Law School Advocacy Center
(capitalized costs of $5.7 million); and (3) Health Science Center
Autopsy Suite Renovation (capitalized costs of $14.6 million).
Construction continues on several major projects, including
four that, when finished, will be capitalized at over $90 million:
(1) Lake Nona Research Facility; (2) Clinical Translational
Research Building (this project includes the Institute on Aging
Research Building); (3) Florida Innovation Hub at UF; and (4)
Harn Museum Asian Art Wing.

OVERVIEW OF FINANCIAL
STATEMENTS

Pursuant to GASB Statement No. 35, the University’s financial
reportincludes 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:

Direct-Support Organizations — These are separate, not-
for-profit corporations organized and operated exclusively
to assist the University in achieving excellence by providing
supplemental resources from private gifts, bequests, and
valuable education support services.

Health Science Center Affiliates — These are the several
corporations closely affiliated with the University of Florida
J. Hillis Miller Health Science Center, including the Faculty
Practice Plans.

Shands Hospital and Others — This includes Shands Teaching
Hospital and Clinics, Inc., a not-for-profit corporation that is
contractually obligated to manage, operate, maintain, and
insure the hospital facilities in support of the programs of the
Health Science Center at the University of Florida.

Information regarding the discretely presented component
units, including summaries of their separately issued financial
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statements, is presented in Notes 1, 2, 3, 6, 9, 12, and 19 to the
financial statements. This MD&A focuses on the University,
excluding the component units. MD&A information regarding
the component units is included in their separately issued audit
reports, if reporting under GASB standards. Component units
reporting under Financial Accounting Standards Board (FASB)
standards do not include an MD&A in their audit reports.

Based upon the application of the criteria for determining
component units, the University of Florida Self-Insurance
Program, combined with the University of Florida Healthcare
Education Insurance Corporation, are included within the
University reporting entity as a blended component unit.
Additional information regarding the blended component unit
is presented in Note 1 to the financial statements.

The financial statements characterize revenues and expenses
as either operating or nonoperating. The principal component
of operating revenues is Grants and Contracts ($1.1 billion).
Compensation and Employee Benefits ($1.6 billion) represent
the primary component of operating expenses. A significant
portion of the University’s anticipated, recurring resources is
considered nonoperating as defined by GASB Statement No.
35. The principal component of nonoperating revenues for
the fiscal year ended June 30, 2011, is State Appropriations
including ARRA stimulus funds ($610 million).
nonoperating expenses consist primarily of the loss on

Recurring

disposal of capital assets and interest expense on capital asset-
related debt for the fiscal year ended June 30, 2011.

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. Net Assets, the difference between total assets and total

Condensed Statement of Net Assets (in millions)

2010-11 2009-10
Assets:
Current Assets $ 1,200.2 $ 11595
Capital Assets, Net 1,663.3 1,605.6
Other Noncurrent Assets 143.9 120.3
Total Assets 3,007.4 2,885.4
Liabilities:
Current Liabilities 200.7 197.3
Noncurrent Liabilities 4374 391.0
Total Liabilities 638.1 588.3
Net Assets:
Invested in Capital Assets,

Net of Related Debt 1,573.2 1,510.3
Restricted 684.7 662.4
Unrestricted 111.4 124.4
Total Net Assets $ 23693 $ 22971
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liabilities, 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 preceding table summarizes the

University’s assets, liabilities, and net assets at June 30.

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 or incurred, regardless of when cash
is received or paid. The following summarizes the University’s
activity for the 2010-11 and 2009-10 fiscal years:

Condensed Statement of Revenues, Expenses,

and Changes in Net Assets (in millions)

2010-11 2009-10
Operating Revenues $ 15328 § 14451
Operating Expenses (2,321.2) (2,216.3)
Operating Loss (788.4) (771.2)
Net Nonoperating Revenues 785.5 793.1
Income (Loss) Before Other Revenues,

Expenses, Gains, or Losses (2.9) 21.9
Other Revenues, Expenses,

Gains, or Losses 75.1 58.1
Increase in Net Assets 122 80.0
Net Assets — Beginning of Year 2,297.1 21744
Adjustment to Beginning Net Assets - 427
Adjusted Net Assets, Beginning of Year 2,297.1 22171
Net Assets — End of Year $ 23693 $ 22971

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 gives up or receives something of equal
or similar value. The following summarizes the operating
revenues by source that were used to fund operating activities

during the 2010-11 and 2009-10 fiscal years:
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Operating Revenues (in millions)

2010-11 2009-10
Grants and Contracts $ 10705 $ 1,006.2
Student Tuition and Fees, Net of
Scholarship Allowances 276.1 2454
Sales and Services of Auxiliary Enterprises 136.6 148.2
Sales and Services of Educational Departments 456 426
Other 4.0 2.7
Total Operating Revenues $ 15328 $ 14451

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 the natural classifications. The University has
chosen to report the expenses in their natural classifications
on the Statement of Revenues, Expenses, and Changes in Net
Assets and has displayed the functional classifications below
and in the notes to the financial statements. The following
summarizes the operating expenses for each method of
classification for the 2010-11 and 2009-10 fiscal years:

Operating Expenses (in millions)

Natural Classifications 2010-11 2009-10
Compensation and Employee Benefits $ 15831 $ 15145
Services and Supplies 434.2 3904
Depreciation 126.6 116.3
Scholarships, Fellowships and Waivers * 98.6 97.3
Utilities and Communications 67.7 739
Self-Insured Claims and Expenses 11.0 23.9
Total Operating Expenses $ 23212 § 22163
Functional Classifications 2010-11 2009-10
Instruction $ 6623 § 6249
Research 556.8 518.0
Public Service 359.6 352.0
Academic Support 149.5 1471
Depreciation 126.6 116.3
Auxiliary Operations 124.0 135.7
Institutional Support 122.7 96.7
Operation and Maintenance of Plant 107.7 113.0
Scholarships, Fellowships and Waivers * 75.9 75.5
Student Services 36.1 37.1
Total Operating Expenses $ 23212 $§ 22163

* Net of Scholarship Allowances of $148.4 million in the 2010-11 fiscal year
and $137.8 million in the 2009-10 fiscal year.



NONOPERATING REVENUES AND
EXPENSES

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 University had a slight increase in appropriations due to
increased costs for insurance, retirement, and maintenance of
new buildings; as well as a modest increase to replace a portion
of the ARRA funds. Investment income grew modestly because
the market recovery slowed. The following summarizes the
University’s nonoperating revenues and expenses for the 2010-
11 and 2009-10 fiscal years:

Nonoperating Revenues (Expenses) (in millions)

2010-11 2009-10
State Appropriations $ 5791 $ 5522
State Appropriations - ARRA Funds 309 40.9
Federal and State Student Financial Aid 147.3 142.2
Investment Income 215 254
Increase in Fair Market Value of Investments 16.8 40.7
Gain (Loss) on Disposal of Capital Assets (5.3) 2.2
Interest on Capital Asset-Related Debt (4.4) (6.5)
Other Nonoperating Expenses (6.4) (4.0)
Net Nonoperating Revenues (Expenses) $ 17855 $ 7931

OTHER REVENUES, EXPENSES, GAINS,
OR LOSSES

This category is composed of Capital Appropriations and
Capital Grants, Contracts, Donations, and Student Fees. The
University received Capital Appropriations for projects that
included P. K. Yonge Developmental Research School and
Lake Nona Research Facility. The following summarizes the
University’s other revenues, expenses, gains, or losses for the
2010-11 and 2009-10 fiscal years:

Other Revenues, Expenses, Gains, or Losses (in millions)

2010-11 2009-10
Capital Appropriations $ 602 $ 38.0
Capital Grants, Contracts, Donations,
and Student Fees 14.9 20.1
Total Other Revenues, Expenses,
Gains, or Losses $ 751 $ 58.1
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STATEMENT OF CASH FLOWS

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 capital and related financing
activities include activities of the capital funds and related
long-term debt. Cash flows from investing activities show
the net source and use of cash related to the purchases and
sales of investments and income earned on those investments.
Cash flows from noncapital financing activities include those
activities not covered in the other sections.

Major sources of funds came from State Appropriations
($588.2 million), State Appropriations — ARRA Funds ($30.9
million), net student tuition and fees ($275.6 million), grants
and contracts ($1,067.7 million), and sales and services of
auxiliary enterprises ($138.6 million). Major uses of funds
were for payments to employees ($1,579.9 million), payments
to suppliers for goods and services ($498.2 million), and
purchase or construction of capital assets ($187.1 million).
The following summarizes cash flows for the 2010-11 and
2009-10 fiscal years:

Condensed Statement of Cash Flows (in millions)

2010-11 2009-10

Cash Provided (Used) by:
Operating Activities $ (6637 $ (601.0)
Noncapital Financing Activities 761.5 731.0
Capital and Related Financing Activities (80.1) (84.5)
Investing Activities (17.1) (45.3)
Net Change in Cash and

Cash Equivalents 0.6 0.2
Cash and Cash Equivalents,

Beginning of Year 0.9 0.7
Cash and Cash Equivalents,

End of Year $ 15 $ 0.9
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CAPITAL ASSETS, CAPITAL EXPENSES
AND COMMITMENTS, AND DEBT
ADMINISTRATION

Capital Assets

At June 30,2011, the University had approximately $3.2 billion
in capital assets, less accumulated depreciation of $1.6 billion,
for net capital assets of $1.6 billion. Depreciation charges for
the current fiscal year totaled $126.6 million. The table below
summarizes the University’s capital assets, net of accumulated
depreciation, at June 30:

Total Capital Assets, Net (in millions)

2011 2010
Land $ 10.8 $ 108
Buildings 1,198.1 1,157.6
Infrastructure and Other Improvements 40.9 36.1
Furniture and Equipment 248.1 242.8
Library Resources 60.2 57.8
Property Under Capital Lease 6.4 6.7
Computer Software 22 24
Other Capital Assets 6.0 6.0
Construction in Progress 90.6 85.4
Total Capital Assets (Non-Depreciable
and Depreciable, Net) $ 16633 $ 1,605.6

Additional information about the University’s capital assets is presented in
Note 8 to the financial statements.

Capital Expenses and Commitments

Major capital expenses through June 30, 2011, were incurred
on the following continuing projects: Cellulosic Ethanol Plant
($9.9 million); Harn Museum Asian Art Wing ($8.7 million);
Lake Nona Research Facility ($10.8 million); Florida Innovation
Hub at UF ($7.0 million); College of Engineering Renovations
($5.6 million); and Chemistry Biology Building ($4.9 million).
The University’s major capital commitments at June 30, 2011,
are summarized below:

Major Capital Commitments (in millions)

Amount
Total Commitment $ 286.1
Completed to Date 90.6
Balance Committed $ 1955

Ad(ditional information about the University's capital commitments is pres-
ented in Note 15 to the financial statements.

Debt Administration

At June 30, 2011, the University had $109.9 million in capital
improvement debt, capital leases, and installment purchase
agreements, representing an increase of $24.7 million, or 29%,
from the prior fiscal year. The following table summarizes the
outstanding capital asset-related debt by type of debt at June 30:
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Capital Asset-Related Debt (in millions)

2011 2010
Capital Improvement Debt $ 1045 § 79.2
Capital Leases 33 34
Installment Purchase Agreements 2.1 26
Total Capital Asset-Related Debt $ 1099 §$ 85.2

Ad(ditional information about the University's capital asset-related debt is
presented in Note 12 to the financial statements.

EcoNnoMiIc FACTORS THAT WILL
AFFECT THE FUTURE

While the American Recovery and Reinvestment Act (ARRA)
funding has ended and the State’s economic recovery is slow,
the Florida Legislature’s Office of Economic and Demographic
Research has reported that Florida is slowly turning the
corner. State Appropriations in 2011 increased slightly, $26.9
million, due to increased costs for insurance, retirement, and
maintenance of new buildings; as well as a modest increase to
the base budget to replace a portion of the ARRA funds. As the
economic recovery lags, the University is facing a $46 million
overall decrease in State Appropriations in the 2011-12 fiscal
year. Offset partially with a planned tuition increase of 15%,
the University will still experience a net loss to the budget
of about $15 million. Even though enrollment is stable, the
emphasis on increasing the percentage of graduate students
will yield higher tuition revenue compared to undergraduate
students.

The University continues to look for ways to conserve resources
and cut costs as well as to encourage entrepreneurial efforts in
all academic departments and auxiliaries. We are expanding
distance learning initiatives and exploring shared service
centers in an effort to generate new revenues and be more
efficient. Most promising, legislators allocated $10 million
to the State’s Institute for the Commercialization of Public
Research, which is expected to be relocated from South Florida
to the Florida Innovation Hub in Gainesville. Through these
and other initiatives, the University will maintain the high
quality and integrity of the educational and research programs
at the core of the University of Florida’s mission.

REQUESTS FOR INFORMATION

Questions concerning information provided in the MD&A
or other required supplementary information, and financial
statements and notes thereto, or requests for additional
financial information should be addressed to Michael V. McKee,
Assistant Vice President and University Controller, P. O. Box
113200, Gainesville, Florida 32611.
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STATEMENT OF NET ASSETS as of June 30, 2011 (amounts expressed in thousands)

Component Units (FYE in 2011)

University of Florida Direct-Support Health Science Shands Hospital
2011 2010 Organizations Center Affiliates and Others
ASSETS
Current Assets:
Cash and Cash Equivalents (Note 1) $ 1531  § 855 § 20563 $ 107,918 $ 70,343
Investments (Note 3) 978,644 917,327 202,114 5,232 207,633
Accounts Receivable, Net (Note 4) 118,336 116,460 113,489 52,574 178,272
Loans and Notes Receivable, Net (Note 4) 3,082 4,084 202 - -
Due From State (Note 5) 79,385 101,027 - - 7,358
Due From Component Units/University (Note 6) 11,625 10,735 8,906 4,071 3,412
Inventories (Note 7) 4,865 5,089 1,030 - 22,430
Other Current Assets 2,781 3,888 6,543 2,856 41,503
Total Current Assets 1,200,249 1,159,465 352,847 172,651 530,951
Noncurrent Assets:
Restricted Cash and Cash Equivalents (Note 1) 8 14 658 1,518 -
Restricted Investments (Note 3) 105,695 81,735 1,589,591 17,380 221,578
Loans and Notes Receivable, Net (Note 4) 37,314 37,685 - - -
Depreciable Capital Assets, Net (Note 8) 1,557,991 1,505,577 165,933 29,676 795,008
Nondepreciable Capital Assets (Note 8) 105,301 100,018 67,968 4,147 99,199
Other Noncurrent Assets 854 914 1,730 8,957 215,473
Total Noncurrent Assets 1,807,163 1,725,943 1,825,880 61,678 1,331,258
TOTAL ASSETS $ 3007412 §$ 2885408 $ 2178721 $ 234329 $ 1,862,209
LIABILITIES
Current Liabilities:
Accounts Payable $ 61620 $ 61,138 $ 15672 § 15197 § 178,724
Salaries and Wages Payable 15,742 44,036 2,752 1,651 72,478
Due to Component Units/University (Note 6) 28,901 26,146 39,192 6,775 5,566
Deferred Revenue (Note 10) 28,958 27,353 81,954 - 66
Deposits Held in Custody 1,773 5,247 823 24 -
Other Current Liabilities (Note 11) 23,408 41 19,443 2,286 128
Long-Term Liabilities - Current Portion: (Note 12)
Capital Improvement Debt Payable 5,193 4,550 - - -
Bonds Payable - - 3,955 1,076 28,990
Installment Purchase Agreements Payable 978 1,259 - - -
Capital Leases Payable 114 107 - - 1,360
Compensated Absences Payable 11,860 9,885 300 9,370 =
Liability for Self-Insured Claims 16,120 17,509 - -
Total Current Liabilities 200,667 197,271 164,091 36,379 287,312
Noncurrent Liabilities: (Note 12)
Capital Improvement Debt Payable 99,314 74614 - - -
Bonds Payable - - 107,890 13,457 602,948
Installment Purchase Agreements Payable 1,092 1,295 - - -
Capital Leases Payable 3,197 3,310 - - 1,788
Compensated Absences Payable 166,071 159,750 4,615 - >
Other Postemployment Benefits Payable 66,062 42,869 - - 1,378
Liability for Self-Insured Claims 82,287 89,481 - - -
Other Noncurrent Liabilities 19,425 19,721 39,947 - 44,209
Total Noncurrent Liabilities 437,448 391,040 152,452 13,457 650,323
TOTAL LIABILITIES 638,115 588,311 316,543 49,836 937,635
NET ASSETS
Invested in Capital Assets, Net of Related Debt 1,573,215 1,510,283 107,395 20,224 303,544
Restricted:
Nonexpendable:
Endowment - - 1,085,503 - 97
Expendable:
Endowment - - 261,581 -
Loans 33,935 35,027 - -
Capital Projects 105,522 127,441 - -
Debt Service 4,863 4,684 - - -
Other 540,347 495,250 278,726 1,520 8,690
Unrestricted 111,415 124,412 128,979 162,749 612,243
TOTAL NET ASSETS 2,369,297 2,297,097 1,862,184 184,493 924,574
TOTAL LIABILITIES AND NET ASSETS $ 3007412 $ 2885408 $ 2178721 $ 234329 $ 1,862,209

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS for the Fiscal Year Ended June 30, 2011

(amounts expressed in thousands)

Component Units (FYE in 2011)

Health
Direct- Science Shands
University of Florida Support Center Hospital
2010-11 2009-10 Organizations Affiliates and Others
OPERATING REVENUES
Student Tuition and Fees $ 424462 $ 383204 $ - 8 - 3
Scholarship Allowances (148,351) (137,835) - -
Student Tuition and Fees, Net of Scholarship Allowances 276,111 245,369 -
Federal Grants and Contracts 392,326 381,729 -
State and Local Grants and Contracts 48,431 53,016 -
Nongovernmental Grants and Contracts 629,771 571,481 -
Sales and Services of Auxiliary Enterprises (Note 13) 136,634 148,194 -
Sales and Services of Educational Departments 45,643 42,602 -
Sales and Services of Component Units - - 117,424 -
Hospital Revenues - - - 523,610 1,486,925
Gifts and Donations - Component Units - - 88,014 5,364 -
Royalties and Licensing Fees - Component Units - - 28,321 - 1,283
Interest on Loans and Notes Receivable 1,007 1,958 - - -
Other Operating Revenues 2,824 709 14,611 1,759 17,500
Total Operating Revenues 1,532,747 1,445,058 248,370 530,733 1,505,708
OPERATING EXPENSES
Compensation and Employee Benefits 1,583,100 1,514,455 -
Services and Supplies 434,167 390,442 -
Utilities and Communications 67,693 73,879 -
Scholarships, Fellowships and Waivers, Net 98,600 97,324 - - -
Depreciation 126,568 116,264 8,539 6,387 74,033
Self-Insured Claims and Expenses 11,030 23,957 - = =
Other Component Unit Operating Expenses - - 278,048 192,473 1,330,004
Total Operating Expenses (Note 18) 2,321,158 2,216,321 286,587 198,860 1,404,037
Operating Income (Loss) (788,411) (771,263) (38.217) 331,873 101,671
NONOPERATING REVENUES (EXPENSES)
State Appropriations 579,123 552,200 - - 7,500
Federal and State Student Financial Aid 147,345 142,184 - - -
State Appropriated American Recovery and
Reinvestment Act Funds 30,923 40,916 - - -
Investment Income 29,099 26,924 40,406 859 55,986
Net Increase in the Fair Value of Investments 16,812 40,745 174,153 20 22,762
Investment Expenses (1,656) (1,476) - - -
Gain (Loss) on Disposal of Capital Assets (5,331) 2,152 - (116) 9,362
Interest on Capital Asset-Related Debt (4,464) (6,502) (4,386) (91) (16,860)
Other Nonoperating Revenues (Expenses) (6,389) (3,986) 1,062 (387,141) (61,012)
Net Nonoperating Revenues (Expenses) 785,462 793,157 211,235 (386,469) 17,738
Income (Loss) Before Other Revenues, Expenses,
Gains, or Losses (2,949) 21,894 173,018 (54,596) 119,409
Capital Appropriations 60,259 37,969 -
Capital Grants, Contracts, Donations, and Student Fees 14,890 20,172 -
Additions to Permanent Endowments - - 45,472 - -
Other Revenues (Expenses) - - 5,130 69,965 (35,530)
Total Other Revenues, Expenses, Gains, or Losses 75,149 58,141 50,602 69,965 (35,530)
Increase in Net Assets 72,200 80,035 223,620 15,369 83,879
Net Assets, Beginning of Year 2,297,097 2,174,361 1,638,564 169,124 489,871
Adjustment to Beginning Net Assets (Note 2) - 42,701 - - 350,824
Adjusted Net Assets, Beginning of Year, as Restated 2,297,097 2,217,062 1,638,564 169,124 840,695
Net Assets, End of Year $ 2369297 $ 2,297,097 $ 1,862,184 § 184493 § 924,574

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF CASH FLOWS as of June 30, 2011 (amounts expressed in thousands)

2010-11 Annual Financial Report

CASH FLOWS FROM OPERATING ACTIVITIES

Tuition and Fees, Net

Grants and Contracts

Sales and Services of Auxiliary Enterprises

Sales and Services of Educational Departments
Repayment of Loans and Notes Receivable from Students
Interest on Loans Receivable

Other Operating Receipts

Payments to Employees

Payments to Suppliers for Goods and Services
Payments to Students for Scholarships and Fellowships
Loans Issued to Students

Payments on Self-Insured Claims and Expenses

Net Cash Used by Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

State Appropriations

Federal and State Financial Aid

State Appropriated American Recovery and Reinvestment Act Funds
Direct Loan Program Receipts

Direct Loan Program Disbursements

Operating Subsidies and Transfers

Net Change in Funds Held for Others

Other Nonoperating Receipts

Other Nonoperating Disbursements

Net Cash Provided by Noncapital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from Capital Improvement Debt

Capital Appropriations

Capital Grants, Contracts, Donations, and Student Fees

Proceeds from Sales of Capital Assets

Purchase or Construction of Capital Assets

Principal Paid on Capital Debt and Leases

Interest Paid on Capital Debt and Leases

Net Cash Used by Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Sale of Investments

Purchase of Investments

Investment Income

Net Cash Used by Investing Activities

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

RECONCILIATION OF OPERATING LOSS
TO NET CASH USED BY OPERATING ACTIVITIES
Operating Loss
Adjustments to Reconcile Operating Loss to Net
Cash Used by Operating Activities:
Depreciation Expense
Change in Assets and Liabilities:
Receivables, Net
Due From State and Component Units
Inventories
Other Assets
Accounts Payable
Salaries and Wages Payable
Due to State and Component Units
Deferred Revenue
Deposits Held in Custody
Other Postemployment Benefits Payable
Compensated Absences Payable
Liability for Self-Insured Claims

NET CASH USED BY OPERATING ACTIVITIES

SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING AND NONCASH CAPITAL AND RELATED FINANCING ACTIVITIES

Unrealized gains on investments are recognized as income on the statement of revenues, expenses
and changes in net assets, but are not considered a source of cash for the statement of cash flows.

Acquisition of equipment under installment purchase agreements.

Loss on disposal of capital assets.

The accompanying notes are an integral part of these financial statements.

University of Florida

2010-11 2009-10
$ 275625  $ 245,014
1,067,675 1,015,618
138,584 141,071
45,625 42,692
6,812 6,798
2,016 860
1,705 964
(1,579,905) (1,477,042)
(498,189) (456,700)
(98,601) (97,324)
(5,439) (6,143)
(19,612) (16,809)
(663,704) (601,001)
588,229 553,477
147,345 142,184
30,923 40,916
230,013 212,328
(230,017) (212,289)
3 31
1,187 (1,452)
1,155 2,352
(7,277) (6,582)
761,561 730,965
29,796 -
71,936 84,588
15,909 48,007
108 6,312
(187,068) (206,627)
(6,297) (10,277)
(4,464) (6,502)
(80,080) (84,499)
1,405,419 1,277,984
(1,450,146) (1,348,323)
21,620 25,057
(17,107) (45,282)
670 183
869 686
$ 1539 $ 869
$ (788411) $ (771,263)
126,568 116,264
(748) 2,466
(890) 2,701
224 298
3,508 (3,302)
(61) 10,624
(28,294) 5,316
586 134
2,046 (3,501)
(1,138) 17
23,193 23,221
8,296 8,876
(8,583) 7,148
$ (663,704) $ (601,001)
$ 16,812
$ 906
$ (5,331)

A Component Unit of the State of Florida | 27



Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2011

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The significant accounting policies followed by the University
of Florida are described below to enhance the usefulness of the

1

financial statements.

A. Reporting Entity

The University of Florida is a separate public instrumentality
that is part of the State university system of public universities,
which is under the general direction and control of the Florida
Board of Governors. The University is directly governed by a
Board of Trustees (Trustees) consisting of thirteen members.
The Governor appoints six citizen members and the 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
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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
State law and Board of Governors’ Regulations. The Trustees
select the University President. 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.

Criteria for defining the reporting entity are identified and
described in the Governmental Accounting Standards Board’s
(GASB) 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 of Florida is a



componentunit of the State of Florida, and its financial balances
and activities are reported in the State’s Comprehensive Annual
Financial Report by discrete presentation.

B. Blended Component Unit

Based on the application of the criteria for determining
component units, the University of Florida Self-Insurance
Program (the Program), combined with the University of
Florida Healthcare Education Insurance Company (HEIC), are
included within the University reporting entity as a blended
component unit. The Program was created by the Florida
Board of Governors, pursuant to Section 1004.24, Florida
Statutes. The HEIC was created on September 1, 1994, as a self-
insurance mechanism created pursuant to Section 1004.24,
Florida Statutes. Although legally separate from the University
of Florida, the Program’s and the HEIC’s sole purpose is to
assist in providing liability protection for the University and its
affiliated individuals and entities, and are therefore reported as
if they are part of the University. See Note 16 for more details.

C. Discretely Presented Component Units

Based on the application of the criteria for determining
component units, certain affiliated organizations are included
within the University reporting entity as discretely presented
component units. The University further categorizes its
component units as Direct-Support Organizations, Health
Science Center Affiliates, and Shands Teaching Hospital
and Others. An annual audit of each organization’s financial
statements is conducted by independent certified public
accountants. The annual reports are submitted to the Auditor
General and the University Board of Trustees. Additional
the

component units, including copies of audit reports, is available

information on University’s discretely presented
by contacting the Office of University Relations. Condensed
financial statements for the University’s discretely presented

component units are shown in Note 19.

D. Direct-Support Organizations

The University’s direct-support organizations, as provided for
in Section 1004.28, Florida Statutes, and Board of Governors’
Regulation 9.011, are considered component units of the
University of Florida and therefore the latest audited financial
statements of these organizations are included in the financial
statements of the University by discrete presentation. 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 these organizations to receive, hold,
invest and administer property and to make expenditures to or
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for the benefit of the University. These organizations and their
purposes are explained as follows:

University of Florida Foundation, Inc., solicits, collects,
manages, and directs contributions to the various academic
departments and programs of the University, and assists the
University in fund raising, public relations, and maintenance
of alumni records.

University of Florida Research Foundation, Inc., promotes,
encourages, and assists research activities of the University
through income derived from or related to the development
and commercialization of intellectual properties, which include
inventions, discoveries, processes, and work products.

The University Athletic Association, Inc., conducts various
inter-collegiate athletic programs for and on behalf of the
University.

Gator Boosters, Inc., supports athletic activities at the
University.

The University of Florida Law Center Association, Inc.,
supports the Levin College of Law.

Florida Foundation Seed Producers, Inc., supplies Florida
farmers and producers with crop seed and nursery stock.
This organization stocks foundation seed of the best-known
varieties acceptable to Florida climate and soils in adequate
quantities and at reasonable prices.

Florida 4-H Club Foundation, Inc., promotes the educational
objectives of the Florida Cooperative Extension Service.

Southwest Florida Research and Education Foundation,
Inc., provides research and educational support to the University
of Florida Southwest Florida Research and Education Center.

Citrus Research and Education Foundation, Inc., expedites
citrus production, propagates new plant materials, collects and
analyzes environmental impact research data, and provides
research and education support to the University of Florida
Citrus Research and Education Center at Lake Alfred.

Citrus Research and Development Foundation, Inc., was
formed to advance disease and production research and product
developmentactivities to ensure the survivaland competitiveness
of Florida’s citrus growers through innovation.

University of Florida Leadership and Education Foundation,
Inc., was formed to further agriculture and natural resource
education and related activities, promote agriculture and natural
resources leadership, and make contributions to and confer
benefits upon the University.

Treasure Coast Agricultural Research Foundation, Inc.,
supports, encourages, and fosters research, education, and
extension at the Institute of Food and Agricultural Sciences of
the University on issues related to the citrus industry within
the Indian River region.
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Notes

University of Florida Alumni Association, Inc., supports
activities of the alumni of the University of Florida.

University of Florida Investment Corporation promotes the
educational purposes of the University of Florida by providing
investment research, advice, counsel, and management to and
for the University Board of Trustees and affiliated organizations
of the University.

UF Historic St. Augustine, Inc., ensures the long-term
preservation and interpretation of State-owned historic
properties in St. Augustine. Related transactions have been
recorded in the University’s accounting records, primarily for
payments received per the lease agreements transferred to the
University and from State Appropriations for maintenance of
the historic properties. Since this direct-support organization
had no separate financial transactions, it is not presented.

University of Florida Development Corporation, which was
formed March 17, 2011, develops and maintains Innovation
Square where the University-owned Florida Innovation Hub
is located. This direct-support organization had no financial
transactions and it is not presented.

E. Health Science Center Affiliates

Several corporations closely affiliated with the University of
Florida J. Hillis Miller Health Science Center (JHMHC) are
considered to be component units of the University of Florida.
These corporations are as follows:

« Florida Clinical Practice Association, Inc.

« University of Florida Jacksonville
Physicians, Inc.

« Faculty Associates, Inc.
o Florida Health Professions Association, Inc.

+ University of Florida College of Nursing
Faculty Practice Association, Inc.

+ University of Florida College of Pharmacy
Faculty Practice Association, Inc.

« Florida Veterinary Medicine Faculty
Association, Inc.

« University of Florida Jacksonville
Healthcare, Inc.

« Faculty Clinic, Inc.

The first seven corporations listed are Faculty Practice Plans,
as provided for in Board of Governors’ Regulation 9.017. The
Faculty Practice Plans provide educationally-oriented clinical
practice settings and opportunities through which faculty
members provide health, medical, and dental care to patients
as an integral part of their academic activities and their
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employment as faculty. Because these faculty practice activities
generate income, the colleges are authorized to regulate fees
generated from faculty practice and maintain Faculty Practice
Plans for the orderly collection and distribution of fees. These
organizations provide significant support for the clinical
instruction function of the JHMHC.

University of Florida Jacksonville Healthcare, Inc., a Health
Services Support Organization, as provided for in Board of
Governors’ Regulation 9.011, engages in strategic alliances and
partnerships with non-academic entities, effecting managed
care contracting and provider network development for the
JHMHC. Faculty Clinic, Inc., was originally organized to
operate a multi-specialty clinic. However, effective January
1, 1995, Faculty Clinic, Inc., was restructured to operate as a
facilities management company.

F. Shands Teaching Hospital and Others

Shands Teaching Hospital and Clinics, Inc. (Shands), was
incorporated October 15, 1979, as a not-for-profit corporation.
Shands, a major tertiary care teaching institution, is a leading
referral center in the State of Florida and the southeast United
States and facilitates medical education programs at the
University.

Shands entered into a contractual agreement, as of July 1,
1980, as subsequently restated and amended, with the Florida
Board of Education, to provide for the use of hospital facilities
at the JHMHC through December 31, 2030, with renewal
provisions. The contractual agreement also provides for the
transfer to Shands of all other assets and liabilities arising from
the operation of the hospital facilities prior to July 1, 1980.
At termination of the contractual agreement, the net assets of
Shands revert to the State Board of Education. Legal title to
all buildings and improvements transferred to Shands remains
with the State of Florida during the term of the contractual
agreement. The contractual agreement provides for a 12-
month grace period for any event of default, other than the
bankruptcy of Shands. In addition, the contractual agreement
limits the right of the State Board of Education to terminate
the contractual agreement solely to the circumstance in which
Shands declares bankruptcy and, in such event, requires net
revenues derived from the operation of the hospital facilities to
continue to be applied to the payment of Shands’ debts.

Under the terms of the contractual agreement, Shands is
obligated to manage, operate, maintain, and insure the hospital
facilities in support of the programs of the JHMHC and
further agrees to contract with the State Board of Education
for the provision of these programs. By operation of law,
the University of Florida Board of Trustees has become the
successor-in-interest to the State Board of Education.

Effective September 8, 2010, the Board of Directors of Shands
approved a motion to reorganize its corporate structure. Under



the reorganization, Shands will no longer be the sole corporate
member of Shands Jacksonville HealthCare, Inc. (Shands
Jacksonville), and will continue as an affiliated entity under
common control of the University of Florida. Pursuant to the
reorganization, Shands Jacksonville is no longer consolidated
with Shands effective July 1, 2010.

After reassessing its articles of incorporation and bylaws,
Shands determined that it meets the
governmental entity and thus adopted Governmental
Board (GASB)
Previously, Shands followed Financial Accounting Standards

definition of a

Accounting Standards pronouncements.
Board (FASB) pronouncements. Beginning net assets have
been restated for the adoption of GASB pronouncements. See
Note 2.

Shands Jacksonville HealthCare, Inc. (Shands Jacksonville),
is a Florida not-for-profit corporation. Shands Jacksonville
was organized primarily to provide healthcare and related
services to the community including the City of Jacksonville
and surrounding counties, and to support the teaching and
research missions of the University.

Effective September 27, 2010, the Board of Directors of Shands
Jacksonville approved the motion for Shands to no longer
be the sole corporate member of Shands Jacksonville. The
reorganization is accounted for under the de-pooling method
of accounting, and, as such, Shands Jacksonville is no longer
consolidated with Shands effective July 1, 2010. Therefore,
the financial position and results of operations and changes in
net assets of Shands Jacksonville are reported separately from

Shands.
Shands

and operational services from Shands. As a part of the

Jacksonville continues to receive management
reorganization, Shands Jacksonville delivered a promissory
note to Shands in the amount of $42.3 million payable over 20
years in acknowledgement of historical investments in Shands
Jacksonville.

After reassessing its articles of incorporation and bylaws,
Shands Jacksonville determined that it meets the definition
adopted GASB
Previously, Shands Jacksonville followed

of a governmental entity and thus
pronouncements.
FASB pronouncements. See Note 2.

University Village Apartments, Inc. (the Corporation), was
established in 1969, for the purpose of providing housing for
low- and moderate-income families, especially those affiliated
with the University of Florida. Capital was contributed at
inception by the University of Florida Foundation, Inc., but
no capital stock was issued because the Corporation does not
operate for the benefit of any special interest. The Corporation
provides housing under Section 221(d)(3) of the National
Housing Act. The facility consists of 28 two-story buildings
and is regulated by the United States Department of Housing
and Urban Development as to rent charges and operating
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methods. The Corporation’s major program is its Section 221
insured loan, which is in the repayment phase. Legal title to the
property is held by the Corporation.

G. 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
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
FASB. GASB allows public universities various reporting
options. The University of Florida 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:
1) Statement of Net Assets

2) Statement of Revenues, Expenses, and
Changes in Net Assets

3) Statement of Cash Flows
4) Notes to the Financial Statements

- Other Required Supplementary Information

H. 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 nonexchange
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 recognized
when earned and expenses are recognized when incurred.
Some follow GASB and some, such as the University of Florida
Foundation, Inc., follow FASB standards of accounting and
financial reporting for not-for-profit organizations.
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The University applies all applicable GASB pronouncements
and, in accordance with GASB Statement No. 20, Accounting and
Financial Reporting for Proprietary Funds and Other Governmental
Entities That Use Proprietary Fund Accounting, has elected to
apply only those FASB pronouncements issued on or before
November 30, 1989, not in conflict with GASB standards.

Significant 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 capital assets, and depreciation on capital
assets. Nonoperating revenues include State Appropriations,
Federal and State student financial aid, investment income (net
of unrealized gain or losses on investments) 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 scholarships, discounts, and allowances. Tuition
scholarships, discounts, and 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 scholarships, discounts, and 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 of Proprietary and Nonexpendable Trust Funds and
Governmental Entities That Use Proprietary Fund Accounting.

I. Cash and Cash Equivalents

The amount reported by the University as cash and cash
equivalents consists of cash on hand and cash in interest
earning demand accounts. University cash deposits are held
in banks qualified as public depositories under Florida law.
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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 assets or other restricted assets, are classified as
restricted.

J. Capital Assets

University capital assets consist of land, construction in
progress, buildings, infrastructure and other improvements,
furniture and equipment, library resources, property under
capital lease, works of art and historical treasures, computer
software, and other capital assets. These assets are capitalized
and recorded at cost at the date of acquisition or at estimated
fair value on 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 $250,000
for new buildings. For building improvements, the threshold
is $250,000 or less if the amount expended is at least 25% of
the cost basis of the building. Depreciation is computed on the
straight-line basis over the following estimated useful lives:

+ Buildings - 20 to 50 years, depending on

construction

« Infrastructure and Other Improvements - 12 to
50 years

- Furniture and Equipment - 3 to 20 years
« Property Under Capital Lease - 40 years
- Computer Software - 3 to 7 years

- Library Resources - 10 years

K. Noncurrent Liabilities

Noncurrent liabilities include principal amounts of capital
improvement debt payable, installment purchase agreements
payable, capital leases payable, compensated absences
payable, other postemployment benefits payable, liability for
self-insured claims, and other noncurrent liabilities that are
not scheduled to be paid within the next fiscal year. Capital
improvement debt payable is reported net of unamortized
premiums or discounts and deferred losses on refunding. The
University amortizes debt premiums and discounts over the
life of the debt using the straight-line 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 costs paid from the debt proceeds are reported as
Other Noncurrent Assets, and are amortized over the life of
the debt using the straight-line method.

L. Other Significant Accounting Policies

Other significant accounting policies are set forth in the
financial statements and subsequent notes hereafter.

ADJUSTMENTS TO
BEGINNING NET ASSETS

During the 2010-11 fiscalyear, management of Shands Teaching
Hospital and Clinics, Inc. (Shands), and Shands Jacksonville
HealthCare, Inc. (Shands Jacksonville), determined that they
meet the definition of a governmental entity, thereby adopting
GASB pronouncements. Previously, these entities followed
FASB pronouncements.  This change resulted in an increase

to the Beginning Net Assets of $350,824,000.

Table 1 shows the adjustment that was made to Beginning Net
Assets reported in the Statement of Revenues, Expenses, and
Changes in Net Assets and reflects the changes in accounting
principles from FASB to GASB.

Table 1. Adjustments to Beginning Net Assets

Description Component Units

Shands — To Increase Beginning Net Assets to
Reflect the Change in Accounting Principles from

FASB to GASB $ 307,265,000
Shands Jacksonville — To Increase Beginning Net

Assets to Reflect the Change in Accounting Principles

from FASB to GASB 43,559,000
Total $ 350,824,000

n INVESTMENTS

Section 1011.42(5), Florida Statutes, authorizes universities
to invest funds with the State Treasury and State Board of
Administration (SBA), 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
adopted a written investment policy providing that surplus
funds of the University shall be invested in those institutions
and instruments permitted under the provisions of Florida
Statutes. Pursuant to Section 218.415(16), Florida Statutes,
the University is authorized to invest in the Florida PRIME
investment pool administered by the SBA, interest-bearing
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time deposits and savings accounts in qualified public
depositories, as defined in Section 280.02, Florida Statutes;
direct obligations of the United States Treasury; obligations
of Federal agencies and instrumentalities; securities of, or
interests in, certain open-end or cl