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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
UCF Academic Health, Inc.:

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of UCF Academic Health, Inc. (UCFAH), a component
unit of the University of Central Florida, as of and for the years ended June 30, 2024 and 2023,
and the related notes to the financial statements, which collectively comprise UCFAH’s basic
financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of UCFAH as of June 30, 2024 and 2023, and the changes in its financial position
and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America (GAAS) and the standards applicable to financial audits contained in
Government Auditing Standards (GAS), issued by the Comptroller General of the United States.
Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent
of UCFAH and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audits. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

UCFAH’s management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.
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In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about UCFAH’s
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and
GAS will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in
the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and GAS, we:
. Exercise professional judgment and maintain professional skepticism throughout the audit.

. Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of UCFAH’s internal control. Accordingly, no such opinion
is expressed.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

. Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about UCFAH’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.



Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 4 through 8 be presented to supplement the basic
financial statements. Such information is the responsibility of management and, although not a
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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
September 30, 2024, on our consideration of UCFAH’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the effectiveness of internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering UCFAH’s internal control over financial reporting
and compliance.

PVA e

Tampa, Florida
September 30, 2024
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UCF ACADEMIC HEALTH, INC.

Management’s Discussion and Analysis

INTRODUCTION

This section of UCF Academic Health, Inc.’s (UCFAH) annual report provides an overview of its
financial results for the year ended June 30, 2024. This discussion has been prepared by
management and should be read in conjunction with the financial statements and related footnotes.
The financial statements, footnotes, and this discussion and analysis are the responsibility of
management.

The primary purpose of UCFAH is the development of clinical initiatives and affiliated
partnerships that will serve the education, research and clinical missions and objectives of the UCF
College of Medicine. Currently, UCFAH is engaged in two main activities. One is a joint venture
with Hospital Corporation of America (HCA) (Central Florida Health Services, LLC or CFHS)
which includes shared governance and 20% equity ownership in the development and operation
of UCF Lake Nona Hospital (UCF LNH). UCF LNH has been developed to serve as a teaching
hospital.

The second major activity of UCFAH is the development and oversight of lease arrangements with
private partners in the UCF Lake Nona Cancer Center (UCF LNCC). This includes lease
administration and collection of rental income for UCFAH’s designated space in the UCF LNCC.
The UCF LNCC, which is owned by the UCF Real Estate Foundation (Foundation) and has a total
of 173,476 sq. ft., is leased to the UCF Board of Trustees (UCF). Approximately 80,000 sq. ft. of
the building are leased by UCF to UCFAH for sub-sublease to private partner tenants. Rent and
common area maintenance (CAM) fees are collected under the UCFAH sub-subleases and are
utilized to make rent and CAM payments to UCF and ultimately to the UCF Real Estate
Foundation to support the quarterly mortgage payments due for the facility and to support the costs
of building operations. All surplus lease revenue is held in reserve for future capital expenditures
to properly maintain the building for the tenants. As of June 30, 2024, UCFAH has two short-term
tenants with lease terms three years or less and four long-term tenants with terms expiring between
2030 and 2041 in the UCF LNCC. Both short-term tenants have leases expiring in Fiscal Year
2025. One tenant has already renewed and discussions with the second tenant regarding renewal
are currently underway.

FINANCIAL ANALYSIS

The following is a summary of the financial performance of UCFAH, segregated by the Statement
of Net Position, Statement of Revenue, Expenses, and Changes in Net Position and Statement of
Cash Flows. The year ended June 30, 2024, represents the fifth year of operational financial
activity for UCFAH.

There were two significant accounting events to impact the financial statements in Fiscal Year
2024.

. First, in November 2023, UCFAH notified the Orange County Property Appraiser that its
portion of the LNCC may be subject to ad valorem taxes. Most of the current leases require
the tenants to reimburse UCFAH for their proportionate share of all taxes related to the
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Management’s Discussion and Analysis - Continued

LNCC. UCFAH therefore invoiced the tenants according to their leases for estimated 2023
ad valorem tax and a monthly prorated portion of 2024 estimated ad valorem tax. Prior to
finalizing Fiscal Year 2024, Orange County made the determination that the LNCC would
remain tax exempt. As a result, post audit adjustments were recorded to reverse $439
thousand in lease revenue and accrued taxes payable. Ad valorem taxes are invoiced to
tenants as additional rent and are subject to sales tax. Therefore, $450 thousand in
combined credits to accounts receivable and accounts payable was also recorded to return
rent charges including sales tax back to the tenants.

The second significant accounting event was the recording of UCFAH’s portion of
operating income of the UCF LNH. UCF LNH began operations on March 1, 2021, and
incurred losses in its first seventeen months of operations after which it began to record a
positive operating margin. The start-up losses were mostly incurred in the first four months
of operations and have been steadily improving. In Fiscal Year 2022, UCFAH’s minority
interest portion of the loss was recorded at $1.8 million and was a catch-up entry for both
Fiscal Years 2021 and 2022. In Fiscal Year 2023, UCFAH recorded a gain of $780
thousand recouping 43 percent of the initial startup losses. In Fiscal Year 2024, UCFAH
recorded a gain of $862 thousand recouping an additional 49 percent of the initial startup
losses bringing the investment to 92 percent of the historical investment value. UCFAH
expects this trend to continue in Fiscal Year 2025.

STATEMENT OF NET POSITION - ASSETS, LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND NET POSITION

June 30, Increase/ Percent
2024 2023 (Decrease) Change
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 1,204,253 § 928,816 $ 275,437 30%
Accounts receivable 34,750 - 34,750 100%
Current portion of lease receivables 971,909 826,433 145,476 18%
Prepaid expenses other current assets 17,066 14,265 2,801 20%
TOTAL CURRENT ASSETS 2,227,978 1,769,514 458,464 26%
LONG-TERM ASSETS:
EQUITY INVESTMENT 14,984,791 14,122,443 862,348 6%
OTHER ASSETS
Lease asset, net 45,000,000 46,666,666 (1,666,666) -4%
Lease receivables - less current portion 31,275,282 32,276,550 (1,001,268) -3%
TOTAL LONG-TERM ASSETS 91,260,073 93,065,659 (1,805,586) -2%
TOTAL ASSETS  $93,488,051 $94,835,173 § (1,347,122) -1%

Total assets were $93.5 million at the end of Fiscal Year 2024, a decrease of $1.3 million. The
decrease of $1.3 million is a net change of a $458 thousand increase in short-term assets and a $1.8

million decrease in long-term assets.
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Management’s Discussion and Analysis - Continued

. Current Assets of $2.2 million includes mainly $972 thousand of lease receivables,
representing the current asset portion of all future billable lease receivables to present day
tenant/partners at the UCF LNCC and a cash balance of $1.2 million. Cash balance
increased by $275 thousand over the prior year and is due to the renewal of two short-term
leases, the annual three percent increases in rent and common area maintenance (CAM)
fees, and the receipt of estimated ad valorem taxes. Ad valorem taxes will be returned to
the tenants in FY25 since Orange County determined that the LNCC would remain tax
exempt.

. The equity investment of UCFAH in CFHS, which is included in long-term assets,
increased by $862 thousand to $15 million after accounting for the minority interest portion
of the CFHS net income and the accrued interest on the Class A Preferred shares that
UCFAH holds.

. The decrease in other long-term assets, is driven by the amortization of the UCF LNCC
capital lease in the amount of $1.7 million and a decrease in future tenant lease receivables
in the amount of $1 million.

June 30, Increase/ Percent
2024 2023 (Decrease) Change
CURRENT LIABILITIES
Current portion of lease liability $ 2,000,000 $ 2,000,000 $ - 0%
Accounts payable 290,100 - 290,100 100%
Unearned revenue 100,249 161,860 (61,611) -38%
Security deposit liability 25,862 25,862 - 0%
Accrued expenses 17,896 19,847 (1,951) -10%
Due to affiliate 17,333 17,333 - 0%
TOTAL CURRENT LIABILITIES 2,451,440 2,224,902 226,538 10%
LONG-TERM LIABILITIES
Lease liability - less current portion 41,500,000 43,500,000 (2,000,000) -5%
TOTAL LONG-TERM LIABILITIES 41,500,000 43,500,000 (2,000,000) -5%
TOTAL LIABILITIES 43,951,440 45,724,902 (1,773,462) -4%
DEFERRED INFLOWS OF RESOURCES
Deferred lease revenue 29,301,833 31,079,820 (1,777,987) -6%
TOTAL DEFERRED
INFLOWS OF RESOURCES 29,301,833 31,079,820 (1,777,987) -6%

Total liabilities were $43.9 million at the end of Fiscal Year 2024, a decrease of $1.8 million.

. Current liabilities of $2.4 million mainly consists of the current portion of the lease liability
of $2 million payable to UCF. The remaining current liability of $451 thousand is related
to $290 thousand for the refund of ad valorem taxes billed to the tenants, $100 thousand in
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Management’s Discussion and Analysis - Continued

unearned revenue for lease revenue received in advance from tenants, a security deposit, a
small amount of accrued operating expenses, and funds due to Central Florida Clinical
Practice Organization (a UCF affiliated organization) as the service provider for an HCA
clinical network contract.

. Long term liabilities and deferred inflows of resources reflect the long-term portion of the
lease liability paid to UCF of $41.5 million and the deferred lease revenue of $29.3 million
related to the tenant/partners at the UCF LNCC.

June 30, Increase/ Percent
2024 2023 (Decrease) Change
NET POSITION:
Unrestricted $20,234,778 $18,030,451 $ 2,204,327 12%
TOTAL NET POSITION  $20,234,778 $18,030,451 $ 2,204,327 12%

The total net position of UCFAH at the end of Fiscal Year 2024 is $20.2 million, an increase of
$2.2 million over the prior year. Although labeled as unrestricted, $15.1 million is the cost of the
land contribution to CFHS and is designated in its use to the equity investment. The increase in
net position of $2.2 million is driven by the accounting treatment of lease revenue recognition.
Lease revenue is recognized using an interest rate equal to the 20-year US Treasury Rate at lease
commencement. Current leases are amortized using 3.3 — 4.75 percent while the amortization of
lease expense is at zero percent due to the underlying interest-free mortgage provided to the UCF
Foundation which owns the LNCC building. It is also due to the recognition of a $862 thousand
gain on investment from the 20 percent minority interest in CFHS.

STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET POSITION

Year Ended

June 30, Increase/ Percent

2024 2023 (Decrease) Change
TOTAL OPERATING REVENUE § 3,624,272 $§ 3,618,138 $ 6,134 0%
TOTAL OPERATING EXPENSES 2,274,925 2,136,941 137,984 6%
OPERATING INCOME 1,349,347 1,481,197 (131,850) -9%
NON-OPERATING INCOME 854,980 780,476 74,504 10%
CHANGE IN NET POSITION 2,204,327 2,261,673 (57,346) -3%
NET POSITION, BEGINNING OF YEAR 18,030,451 15,768,778 2,261,673 14%
NET POSITION, END OF YEAR $ 20,234,778 $ 18,030,451 $ 2,204,327 12%

Total operating revenue increased $6 thousand to $3.6 million in Fiscal Year 2024. Operating
revenue includes $2.9 million in recognized lease and interest revenue on capital leases and another
$727 thousand of CAM and FF&E revenue.
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Management’s Discussion and Analysis - Continued

Total operating expenses increased $138 thousand to $2.3 million. Operating expenses include
lease amortization expense of $1.7 million and $548 thousand for CAM expense to cover building
maintenance and operations related to the UCF LNCC building. The remaining $52 thousand
includes consulting expense, financial audit expense, and insurance expense. Total operating

revenue of $3.6 million less total operating expense of $2.3 million provides net operating income
of $1.3 million.

Non-operating income of $855 thousand reflects UCFAH’s minority interest portion of the net
income reported by CFHS, the hospital joint venture, offset by a small capital lease adjustment.
This combined with $1.3 million in operating income provides a positive change in net position of
$2.2 million to $20.2 million for Fiscal Year 2024.

STATEMENT OF CASH FLOWS

Year Ended
June 30, Increase/ Percent
2024 2023 (Decrease) Change
NET CASH PROVIDED BY
OPERATING ACTIVITIES $ 2,275,437 § 2,311,989 § (36,552) -2%
NET CASH USED IN CAPITAL AND
RELATED FINANCING ACTIVITIES (2,000,000) (2,000,000) - 0%
NET INCREASE IN CASH AND CASH
EQUIVALENTS 275,437 311,989 (36,552) -12%
CASH AND CASH EQUIVALENTS,
BEGINNING OF YEAR 928,816 616,827 311,989 51%
CASH AND CASH EQUIVALENTS, END
OF YEAR $ 1,204,253 § 928,816 $ 275,437 30%

Net cash from operating activities was $2.3 million in Fiscal Year 2024, which consisted of $2.9
million in cash inflows from tenant leases minus cash outflows of CAM paid to UCF and payments
to vendors totaling $548 thousand. There was a further decrease in cash of $2 million for lease
payments made to UCF. The result was an increase in cash of $275 thousand.
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Statements of Net Position

June 30,
2024 2023
ASSETS
CURRENT ASSETS
Cash and cash equivalents 1,204,253 § 928,816
Accounts receivable 34,750 -
Current portion of lease receivables 971,909 826,433
Prepaid expenses other current assets 17,066 14,265
TOTAL CURRENT ASSETS 2,227,978 1,769,514
EQUITY INVESTMENT 14,984,791 14,122,443
OTHER ASSETS
Lease asset, net 45,000,000 46,666,666
Lease receivables - less current portion 31,275,282 32,276,550
TOTAL LONG-TERM ASSETS 91,260,073 93,065,659
TOTAL ASSETS 93,488,051 $ 94,835,173
CURRENT LIABILITIES
Current portion of lease liability 2,000,000 $ 2,000,000
Unearned revenue 100,249 161,860
Security deposit liability 25,862 25,862
Accrued expenses 17,896 19,847
Accounts payable 290,100 -
Due to affiliate 17,333 17,333
TOTAL CURRENT LIABILITIES 2,451,440 2,224,902
Lease liability - less current portion 41,500,000 43,500,000
TOTAL LIABILITIES 43,951,440 45,724,902
DEFERRED INFLOWS OF RESOURCES
Deferred lease revenue 29,301,833 31,079,820
TOTAL DEFERRED INFLOWS OF RESOURCES 29,301,833 31,079,820
COMMITMENTS AND CONTINGENCIES - Note G
NET POSITION:
Unrestricted 20,234,778 18,030,451
TOTAL NET POSITION 20,234,778 18,030,451
TOTAL LIABILITIES, DEFERRED
INFLOWS OF RESOURCES AND NET POSITION 93,488,051 $ 94,835,173

See Notes to Financial Statements.
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Statements of Revenue, Expenses, and Changes in Net Position

Year Ended June 30,
2024 2023
OPERATING REVENUE:
Commercial lease revenue $ 2,542,340 $ 2,509,877
Interest income, net 1,081,932 1,108,261
TOTAL OPERATING REVENUE 3,624,272 3,618,138
OPERATING EXPENSES:
Facility 548,492 402,942
Information technology 2,630 7,782
Professional services 31,009 37,331
Lease asset amortization 1,666,666 1,666,667
Other 26,128 22,219
TOTAL OPERATING EXPENSES 2,274,925 2,136,941
OPERATING INCOME 1,349,347 1,481,197
NON-OPERATING INCOME (EXPENSES):
Gain on equity investment 862,348 780,476
Loss on lease termination (7,368) -
TOTAL NON-OPERATING INCOME 854,980 780,476
CHANGE IN NET POSITION 2,204,327 2,261,673
NET POSITION, BEGINNING OF YEAR 18,030,451 15,768,778
NET POSITION, END OF YEAR § 20,234,778 $ 18,030,451

See Notes to Financial Statements.
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Statements of Cash Flows

Year Ended June 30,
2024 2023

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from rentals
Payments to suppliers and for operating expenses
Payments to affiliates

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Principal paid on lease liability
NET CASH USED IN CAPITAL
AND RELATED FINANCING 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 INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income
Adjustments to reconcile operating income to net cash

provided by operating activities:
Lease asset amortization
Increase (decrease) in cash due to changes in:
Accounts receivable
Lease receivables
Prepaid expenses other current assets
Unearned revenue
Accrued expenses
Accounts payable
Due to affiliate
Deferred lease revenue

NET CASH PROVIDED BY OPERATING ACTIVITIES

$ 2,888,448 § 2,764,284

(64,519) (66,686)
(548,492) (385,609)
2,275,437 2,311,989

(2,000,000) (2,000,000)

(2,000,000) (2,000,000)

275,437 311,989
928,816 616,827

$ 1,204,253 § 928,816

$ 1,349,347 § 1,481,197

1,666,666 1,666,667
(34,750) 12,368
848,424 862,281

(2,801) (2,342)
(61,611) 77,010
(1,951) 2,988
290,100 -
; 17,333

(1,777,987)  (1,805,513)

$ 2275437 § 2,311,989

See Notes to Financial Statements.
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UCF ACADEMIC HEALTH, INC.
Notes to Financial Statements

Years Ended June 30, 2024 and 2023

NOTE A--REPORTING ENTITY

UCF Academic Health, Inc. (UCFAH), is a not-for-profit Florida Corporation incorporated June
2016. UCFAH became operational in 2016 including pursuing hospital partnership opportunities,
development of Central Florida Health Services (CFHS) and planning for the hospital and medical
center; however, it did not have any operating revenue, expenses, or financial deposits until 2019.
UCFAH is a University Direct-Support Organization within the definition of Florida Statutes
Section 1004.28. UCFAH is organized and operated for the promotion and support of medical
education, research, and patient care through the planning and development of clinical initiatives
and affiliated partnerships that will serve the education, research and clinical mission and
objectives of the University of Central Florida (UCF or the University) College of Medicine.

UCFAH is also organized and operated to receive, hold, invest, and administer property and to
make expenditures to or for the benefit of UCF. Furthermore, the corporation is a vehicle UCF
and its College of Medicine can use to participate in clinical initiatives in a way that minimizes
risk to UCF.

UCFAH entered into an agreement with Hospital Corporation of America (HCA) to create CFHS,
which has approximate ownership interests of 20% by UCFAH and 80% by HCA. UCFAH
contributed assets consisting of a 25.2-acre land lease, 11-acre land lease option, lien release,
transportation impact fee, and other various assets in exchange for equity in CFHS. UCF Lake
Nona Medical Center began operations in March 2021.

NOTE B--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting and Financial Reporting: The financial statements of UCFAH are prepared
in accordance with generally accepted accounting principles in the United States of America (U.S.
GAAP) as applied to governmental units. The Governmental Accounting Standards Board
(GASB) is the standard-setting body for governmental accounting and financial reporting.

In accordance with U.S. GAAP, UCFAH qualifies for treatment as a component unit of the UCF;
therefore, UCFAH’s financial statements are included in the University’s financial statements.

For financial reporting purposes, UCFAH 1is considered a special-purpose government
organization engaged only in business-type activities. Accordingly, UCFAH’s financial statements
have been presented using the economic resources measurement focus and the accrual basis of
accounting. Under the accrual basis, revenues are recognized when earned, and expenses are
recorded when an obligation has been incurred.

Changes in the net position of UCFAH as a result of support, revenue, expenses, gains, and losses
are classified based on the existence of any funding restrictions. Accordingly, the net position of
UCFAH and changes therein are classified and reported as follows:

12



UCF ACADEMIC HEALTH, INC.
Notes to Financial Statements - Continued

Years Ended June 30, 2024 and 2023

. Unrestricted: Net position that is not subject to funding restrictions. The unrestricted net
position may be designated for specific purposes by action of the Board of Directors.

. Temporarily Restricted: Net position whose use by UCFAH is subject to donor-imposed
stipulations that can be fulfilled by actions of UCFAH pursuant to those stipulations or that
expire by the passage of time. There were none of these donations during the years ended
June 30, 2024 and 2023, respectively.

These financial statements are entirely those of UCFAH alone and, accordingly, are not intended
to present the financial position or the results of operations of the University.

Cash and Cash Equivalents: UCFAH considers all cash and related short-term investments with
original maturities of three months or less to be cash equivalents.

Equity Investment: The equity method is utilized for investments which UCFAH has significant
influence. Under the equity method, the investment is recorded at historical cost and increased or
decreased by the investor’s share of profit or loss (as determined through contractual agreements)
and when additional contributions or distributions are made. UCFAH’s share of profit or losses is
reported as revenue or expense in the accompanying statements of revenue, expenses, and changes
in net position.

Operating Revenue and Expenses: UCFAH’s statements of revenue, expenses, and changes in net
position distinguish between operating and nonoperating revenue and expenses. Operating revenue
results from exchange transactions associated with providing healthcare and education services
and advancing resources to healthcare professionals. Other sources of revenue, expenses, gains,
and losses are reported as nonoperating.

Income Taxes: UCFAH is exempt from federal income taxes under Internal Revenue Code Section
501(c)(3) and is exempt from state income taxes. Accordingly, no provision for income taxes has
been included in the accompanying financial statements and there were no uncertain tax positions
as of June 30, 2024.

NOTE C--CASH AND CASH EQUIVALENTS

Custodial Credit Risk: At June 30, 2024 and 2023, funds of approximately $1,204,000 and
$929,000, respectively, were deposited at a banking institution that is insured by the Federal
Deposit Insurance Corporation up to a maximum of $250,000. At June 30, 2024 and 2023, UCFAH
had deposits of approximately $954,000 and $679,000 in excess of these insurance limits. UCFAH
is exposed to loss of uninsured amounts in the event of non-performance by the banking institution;
however, management does not anticipate any such losses.

13



UCF ACADEMIC HEALTH, INC.
Notes to Financial Statements - Continued

Years Ended June 30, 2024 and 2023

NOTE D--LEASES

UCFAH leases a portion of a medical research building (UCF Lake Nona Cancer Center) from the
UCF Board of Trustees. The lease term, including renewal options, is 60 years. The lease
agreement calls for quarterly lease payments of $500,000 for the first 20 years and $250,000 per
quarter for years 21-30. The stated discount rate for the lease is 0.0%. Payments cease after 30

years once total cumulative lease payments equal $50,000,000.

A summary of the changes in the lease liability during the years ended June 30, 2024 and 2023, is

as follows:
Amounts Due
Balance Balance Within
at June 30, 2023 Additions Remeasurements  Deductions  at June 30, 2024 One Year
Lease liability $ 45,500,000 $ -3 - $  (2,000,000) § 43,500,000 $ 2,000,000
Total $ 45,500,000 $ -3 - $ (2,000,000) § 43,500,000 $ 2,000,000
Amounts Due
Balance Balance Within
at July 1, 2022 Additions Remeasurements  Deductions  at June 30, 2023 One Year

Lease liability $ 47,500,000 $ -3 - § (2,000,000 § 45,500,000 $ 2,000,000
Total $ 47,500,000 $ -3 - $  (2,000,000) § 45,500,000 $ 2,000,000

Future minimum lease payments for UCFAH are as follows:

Year Ending June 30,

2025 $ 2,000,000
2026 2,000,000
2027 2,000,000
2028 2,000,000
2029 2,000,000
2030-2034 10,000,000
2035-2039 10,000,000
2040-2044 7,000,000
2045-2049 5,000,000
2050-2052 1,500,000
$ 43,500,000

UCFAH subleases the premises to private tenants who conduct clinical care and research activities
within the premises. Each sublease has varying terms. Rental income under these sublease
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agreements totaled approximately $2,542,000 and $2,510,000 for the years ended June 30, 2024
and 2023, respectively. Future minimum lease commitments, representing future rental revenues,
to UCFAH for all leases are as follows:

Year Ending June 30,
2025 $ 2,046,026
2026 2,093,391
2027 2,153,516
2028 2,218,122
2029 2,284,665
2030-2034 12,493,484
2035-2039 14,483,371
2040-2041 5,136,951

$ 42,909,526

A summary of lease asset activity during the year ended June 30, 2024 and 2023, is as follows:

Balance at Balance at
June 30, 2023 Additions Remeasurements Deductions June 30, 2024

Lease asset:

Building $ 50,000,000 $ - $ - 8§ - $ 50,000,000
Less accumulated amortization:
Building 3,333,334 1,666,666 - - 5,000,000
Total lease asset, net $ 46,666,666 $ (1,666,666) $ - $ - $ 45,000,000
Balance Balance

at July 1, 2022 Additions Remeasurements  Deductions  at June 30, 2023

Lease asset:

Building $ 50,000,000 $ - $ - $ - $ 50,000,000

Less accumulated amortization:
Building 1,666,667 1,666,667 - - 3,333,334
Total lease asset, net $ 48,333,333 § (1,666,667) $ - 8 - $ 46,666,666

NOTE E--EQUITY INVESTMENT

UCFAH entered into an agreement with HCA to form CFHS for the purpose of constructing and
operating a new hospital and medical center facility. The approximate ownership interests of
CFHS are 80% by HCA and 20% by UCFAH. The fair value of total contributions by UCFAH
was $52,741,312 of assets for the approximate 20% ownership. This included a 25.2-acre land
lease, trade name, 11-acre land lease option, lien release, and transportation impact fee. The
contributed assets were recognized at the carrying value at the time of contribution, which is in
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accordance with GASB standards. The carrying amount and fair value of the contributed assets at
the time of contribution were:

Carrying
Amount Fair Value Difference
Contributed assets $ 15,137,000 $ 52,741,312 $ (37,604,312)

The operating agreement for CFHS states that the net profits and losses of CFHS will be allocated
based on members sharing percentages and will be determined based on audited financial
statements that are to be prepared and distributed to members within 120 days after CFHS’s year
end, which is December 31. HCA confirmed that pre-opening losses for CFHS were to be
considered HCA contributions. UCFAH’s equity investment in CFHS was $14,984,791 and
$14,122,443 as of June 30, 2024 and 2023, respectively. UCFAH reported gains of $862,348 and
$780,476 during the years ended June 30, 2024 and 2023, respectively, related to its allocation of
operating income of CFHS.

NOTE F--RELATED PARTY TRANSACTIONS

UCFAH began making rent payments to the UCF Board of Trustees during 2021. Rent payments
are to include all UCFAH sublease income received annually up to $2,000,000. UCFAH also
collects common area maintenance (CAM) payments from its sublease tenants which is included
in commercial lease revenue in the statements of revenue, expenses, and changes in net position.
All CAM payments are due to the UCF Board of Trustees.

As of June 30, 2024 and 2023, nothing was due to the UCF Board of Trustees.

As of June 30, 2024 and 2023, $17,333 was due to Central Florida Clinical Practice Organization,
Inc. (CFCPO) related to a payment received on CFCPO’s behalf.

NOTE G--COMMITMENTS AND CONTINGENCIES

Liability Insurance: UCFAH is exposed to various risks of loss. Commercial insurance is in place
for general liability and for claims against directors and officers.

NOTE H--NATIONAL PANDEMIC

In March 2020, the outbreak of the coronavirus 2019 (COVID-19) was declared a public health
emergency (PHE). The COVID-19 PHE severely restricted economic activity and resulted in
volatility in financial markets. The healthcare industry has been impacted due to a general decrease
in non-emergent patient volumes, cancellations, and delays of elective medical procedures, as well
as COVID-19 related expenses. The Company continues to monitor this volatility and the ultimate
outcome of the pandemic on UCFAH is unknown.
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NOTE I--SUBSEQUENT EVENTS

Subsequent events have been evaluated through the date of the Independent Auditor’s Report,
which is the date the financial statements were available to be issued. During this period,
management did not note any material recognizable subsequent events that required recognition
or disclosure in the June 30, 2024, financial statements.
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PYA, P.C.
100 N. Tampa Street, Suite 1850
PYA Tampa, FL 33602

CERTIFIED PUBLIC ACCOUNTANTS (813) 424-3700 | pyapc.com

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
UCF Academic Health, Inc.:

We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of
UCF Academic Health, Inc. (UCFAH), which comprise the statement of net position as of June
30, 2024, and the related statements of revenue, expenses, and changes in net position, and cash
flows for the year then ended, and the related notes to the financial statements, and have issued
our report thereon dated September 30, 2024.

Report on Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of UCFAH’s financial statements will not be prevented
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
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not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether UCFAH’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
UCFAH’s internal control or on compliance. This report is an integral part of an audit performed

in accordance with Government Auditing Standards in considering UCFAH’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

P4 Re.

Tampa, Florida
September 30, 2024
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