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UNIVERSITY VILLAGE AT SHEPPARD PRATT,
A PROJECT OF MEDCO
Management’s Discussion and Analysis
For the Years Ended June 30, 2021 and 2020
As management of University Village at Sheppard Pratt (the Project), a project of Maryland Economic
Development Corporation (MEDCO), we offer readers of the Project’s financial statements this narrative
overview and analysis of the financial activities of the Project for the fiscal years ended June 30, 2021 and 2020.
Management’s Discussion and Analysis (MD&A) is designed to (a) assist the reader in focusing on significant
financial issues, (b) provide an overview of the Project’s financial activities, and (c) identify changes in the
Project’s financial position. We encourage readers to consider the information presented here in conjunction with
the Project’s financial statements and accompanying notes.
Financial Highlights
The financial highlights of the Project for the year ended June 30, 2021 were as follows:







The Project’s net position is a deficit of $12,302,000 as of June 30, 2021, primarily as a result of the
excess of net non-operating expenses over operating income on a cumulative basis.
During the year ended June 30, 2021, average occupancy was 64%, compared to 78% during the year
ended June 30, 2020, due to the ongoing impact of the coronavirus (COVID-19) pandemic. In August
2020, Towson University (the University) announced that the fall term would consist of 85% of
instruction being offered remotely and less than 50% occupancy of University residence halls. In
October 2020, the University announced that the spring term would consist of 85% of instruction being
offered remotely with in-person and hybrid courses being conducted with reduced densities in
accordance with federal, state and local health and safety guidance. The Project is off campus housing
located on land leased from Sheppard Pratt Health System, Inc. (SPHSI) and has remained open and
continued operating according to the terms of resident lease agreements (Note 6).
The Project met the Release Test in the trust indenture for distribution of excess cash. The Project did not
make a ground rent payment in fiscal year 2021 and will not make a payment in fiscal year 2022 due to a
lack of funds available in the trust accounts as a result of the decrease in operating revenues due to
COVID-19.
The Project incurred $1,031,000 of capital asset expenditures primarily on the replacement of roofing,
flooring, furniture and fixtures, and property access control and computer lab upgrades. Management
anticipates continuing expenditures to replace and renew additional capital assets each year in the future.
A reserve fund held by the bond trustee has $192,000 dedicated to these expenditures (Note 2).

The financial highlights of the Project for the year ended June 30, 2020 were as follows:





The Project’s net position was a deficit of $9,950,000 as of June 30, 2020, primarily as a result of the
excess of net non-operating expenses over operating income on a cumulative basis.
As a result of COVID-19, numerous federal and state measures were implemented to mitigate the effect
of the outbreak. As a result, on March 21, 2020 Towson University (the University) moved to an online
learning environment and closed on campus student housing facilities. The Project is off campus housing
located on land leased from Sheppard Pratt Health System, Inc. (SPHSI) and has remained open and
continued operating according to the terms of resident lease agreements (Note 6).
The Project met the Release Test in the trust indenture for distribution of excess cash. The Project did not
make a payment on accrued ground rent in fiscal year 2021 due to a lack of funds available in the trust
accounts as a result of the decrease in operating revenues.
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UNIVERSITY VILLAGE AT SHEPPARD PRATT,
A PROJECT OF MEDCO
Management’s Discussion and Analysis
For the Years Ended June 30, 2021 and 2020
Financial Highlights – continued


The Project incurred $805,000 of capital asset expenditures primarily on the purchase of computer and
video systems, the replacement of furniture and fixtures, and flooring and mechanical system repairs.
Management anticipates continuing expenditures to replace and renew additional capital assets each year
in the future. A reserve fund held by the bond trustee has $615,000 dedicated to these expenditures
(Note 2).

Overview of the Financial Statements
This MD&A is intended to serve as an introduction to the Project’s financial statements. The Project is intended
to be a self-supporting entity and follows enterprise fund reporting; accordingly, the financial statements are
presented using the economic resources measurement focus and the accrual basis of accounting. Enterprise fund
statements offer short-term and long-term financial information about the activities and operations of the Project.
These statements are presented in a manner similar to a private business such as a commercial real estate project.
The Project’s statements consist of two parts: the financial statements and notes to the financial statements.
The Financial Statements
The Project’s financial statements are designed to provide readers with a broad overview of its finances in a
manner similar to a private-sector business.
The statements of net position present information on all of the Project’s assets and deferred outflows of
resources and liabilities and deferred inflows of resources, with the difference between the two reported as net
position. MEDCO issued limited obligation revenue bonds to provide capital financing for construction of
student housing on the grounds of Sheppard Pratt Hospital. The proceeds were deposited with a trustee and
invested, generally in United States government or agency securities, guaranteed investment contracts or
repurchase agreements, until disbursed for the acquisition or construction of capital assets or retained as certain
required reserves. In December 2012, the Series 2001 bonds were refunded using proceeds from the issuance of
Series 2012 bonds as well as funds on deposit with the bond trustee. The revenue bonds were issued in
MEDCO’s name; however, neither MEDCO nor the State of Maryland has any obligation for the bonds beyond
the resources of the Project.
The statements of revenues, expenses and changes in net position present the operating activities of the Project
and sources of non-operating revenues and expenses.
The statements of cash flows present summarized sources and uses of funds for the Project. Cash flows from
operating activities generally represent the results of leasing and operating the Project, exclusive of interest
income and expense. Cash flows from capital and related financing and investing activities generally reflect the
incurrence of debt obligations, the subsequent investment of debt proceeds in the Project, periodic principal and
interest payments on the debt and earnings on investments.
The Project is owned by MEDCO; however, at the end of the ground lease, ownership of the Project will revert
to SPHSI.
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UNIVERSITY VILLAGE AT SHEPPARD PRATT,
A PROJECT OF MEDCO
Management’s Discussion and Analysis
For the Years Ended June 30, 2021 and 2020
Notes to the Financial Statements
The notes provide additional information that is essential to a full understanding of the data provided in the
financial statements. The notes to the financial statements can be found on pages 12 – 24 of this report.
Financial Analysis of University Village at Sheppard Pratt
The following table summarizes the Project’s financial position as of June 30,:

Current assets
Net capital assets
Other assets
Total Assets
Deferred outflow of resources
Current liabilities
Non-current liabilities
Total Liabilities
Deferred inflow of resources
Net investment in capital assets
Unrestricted
Total Net Position

2021
$ 2,626,872
14,556,601
1,823,918

2020
$ 2,511,356
14,680,271
2,247,260

2019
$ 2,375,859
14,943,855
3,481,799

19,007,391

19,438,887

20,801,513

142,734

162,538

183,302

13,810,979
17,523,032

10,639,965
18,610,108

9,992,332
19,663,503

31,334,011

29,250,073

29,655,835

118,539

301,109

403,263

(3,879,284)
(8,423,141)
$ (12,302,425)

(4,684,062)
(5,265,695)
$

(9,949,757)

(5,418,109)
(3,656,174)
$

(9,074,283)

Significant factors in the changes in the Project’s financial position as of June 30, 2021 include:


Current assets increased $116,000 primarily due to an increase in accounts receivable of $117,000.



Capital assets decreased $124,000 as a result of $1,118,000 of depreciation, offset by the replacement of
roofing, flooring, furniture and fixtures, and property access control and computer lab upgrades totaling
$755,000 and construction in progress totaling $276,000 for kitchen renovations.
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UNIVERSITY VILLAGE AT SHEPPARD PRATT,
A PROJECT OF MEDCO
Management’s Discussion and Analysis
For the Years Ended June 30, 2021 and 2020
Financial Analysis of University Village at Sheppard Pratt – continued


Other assets decreased $423,000 due to a decrease in the repair and replacement fund on deposit with the
bond trustee. During the year ended June 30, 2021 cash flow was not sufficient to fund the account in
accordance with the trust indenture (Note 2).



Current liabilities increased $3,171,000 primarily due to an increase in accrued ground rent of
$2,623,000 as no payments of ground rent were made in fiscal year 2021, bonds and notes payable of
$139,000 and accrued interest of $106,000 primarily due to the deferral of subordinated debt payments
(Note 4), and accounts payable of $304,000.



Non-current liabilities decreased $1,087,000 as a result of scheduled debt payments becoming current on
the Project’s bonds of $825,000 and note payable of $132,000, and current year amortization of the bond
issue premium, which totaled $130,000.



Net position decreased $2,353,000 as a result of the Project’s operating loss of $1,456,000 and net nonoperating expense of $897,000.

Significant factors in the changes in the Project’s financial position as of June 30, 2020 include:


Current assets increased $135,000 primarily due to an increase in accounts receivable of $145,000.



Capital assets decreased $263,000 as a result of $1,068,000 of depreciation, partially offset by $805,000
of capital expenditures.



Other assets decreased $1,235,000 due to a decrease in deposits with bond trustee.



Current liabilities increased $648,000 primarily due to an increase in accrued ground rent of $796,000,
partially offset by a decrease in accounts payable of $153,000.



Non-current liabilities decreased $1,053,000 as a result of scheduled debt payments becoming current on
the Project’s bonds of $785,000 and note payable of $132,000, and current year amortization of the bond
issue premium, which totaled $136,000.



Net position decreased $875,000 as a result of the Project’s operating loss of $46,000 and net nonoperating expense of $829,000.
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A PROJECT OF MEDCO
Management’s Discussion and Analysis
For the Years Ended June 30, 2021 and 2020
Financial Analysis of University Village at Sheppard Pratt – continued
The following table summarizes the Project’s revenues and expenses for the years ended June 30,:
2021
Operating Revenues:
Apartment rentals
Service fees
Other
Total Operating Revenues

$

4,313,797
74,820
87,029

2020
$

5,431,759
95,120
129,849

2019
$

6,476,994
116,590
187,901

4,475,646

5,656,728

6,781,485

1,600,491
211,814
291,871
86,330
2,623,206
1,118,048

1,688,497
250,937
218,194
104,042
2,373,037
1,068,417

1,774,612
311,088
242,800
101,509
2,255,645
980,284

Total Operating Expenses

5,931,760

5,703,124

5,665,938

Operating Income (Loss)

(1,456,114)

(46,396)

Non-operating Expenses, net

(896,554)

(829,078)

(938,341)

Change in Net Position

(2,352,668)

(875,474)

177,206

(9,949,757)

(9,074,283)

Operating Expenses:
Property operating costs
Management and service fees
Administrative and general
Sales and marketing
Ground rent
Depreciation

Net Position, beginning of year
Net Position, end of year

$ (12,302,425)

$

(9,949,757)

1,115,547

(9,251,489)
$

(9,074,283)

Significant factors in the results for the year ended June 30, 2021 include:


Occupancy averaged 64.0% for the academic year 2020-2021.



Operating revenues decreased $1,181,000 primarily due to the ongoing impact of the COVID-19
pandemic on occupancy as the University continued to conduct instruction primarily online during fiscal
year 2021.



Property operating costs decreased $88,000 primarily due to lower payroll costs as reductions in staffing
levels have been implemented due to COVID-19.



Ground rent increased $250,000 primarily as a result of the annual 3% escalation in the lease and interest
accrued on the outstanding rent as no ground rent payment was made during fiscal year 2021.
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A PROJECT OF MEDCO
Management’s Discussion and Analysis
For the Years Ended June 30, 2021 and 2020
Financial Analysis of University Village at Sheppard Pratt – continued
Significant factors in the results for the year ended June 30, 2020 include:


Occupancy averaged 78.0% for the academic year 2019-2020.



Operating revenues decreased $1,125,000 primarily due to a decrease in occupancy as a result of
increased off-campus housing options becoming available to students.



Ground rent increased $117,000 primarily as a result of the annual 3% escalation in the lease.



Non-operating expenses, net decreased $109,000 primarily due to no loss being incurred during fiscal
year 2020 on the early retirement of fixed assets, a decrease in interest expense of $49,000 as a result of
the scheduled principal payments being made for bonds and note payable, and an increase in interest
income of $27,000.

Capital Asset and Debt Administration
Capital Assets
In 2001, MEDCO was requested to assist in the development of a student housing project on the grounds of
SPHSI through the issuance of its tax-exempt revenue bonds. The proceeds of the bonds were used for the initial
design, construction and furnishing of the Project.
The most significant capital asset events during the year ended June 30, 2021 were the replacement of roofing,
flooring, furniture and fixtures, and property access control and computer lab upgrades totaling $755,000 and
construction in progress totaling $276,000 for kitchen renovations. The most significant capital asset events
during the year ended June 30, 2020 were the purchase of computer and video systems, the replacement of
furniture and fixtures, and flooring and mechanical system repairs totaling $805,000.
Debt
As of June 30, 2021 and 2020, the Project had total debt outstanding, net of unamortized bond premium, of
$18,578,000 and $19,527,000, respectively. None of this debt is backed by the full faith and credit of the State of
Maryland or MEDCO. The debt is secured solely by the revenues and assets of the Project.
There were no major debt events during the years ended June 30, 2021 and 2020.
Contacting Management of MEDCO
This report is designed to provide Maryland citizens and taxpayers, and our customers, clients, investors, and
creditors, with a general overview of the finances of University Village at Sheppard Pratt. If you have questions
about this report or need additional information, contact Maryland Economic Development Corporation, 7 St.
Paul Street, Suite 940, Baltimore, MD 21202.
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Independent Auditors’ Report
To the Board of Directors of
Maryland Economic Development Corporation:
We have audited the accompanying financial statements of University Village at Sheppard Pratt (the Project), a
project of Maryland Economic Development Corporation (MEDCO), as of and for the years ended June 30, 2021
and 2020, and the related notes to the financial statements, as listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of University Village at Sheppard Pratt, a project of MEDCO, as of June 30, 2021 and 2020, and the
changes in financial position and cash flows thereof for the years then ended in accordance with accounting
principles generally accepted in the United States of America.
Emphasis of Matter
As discussed in Note 1, the financial statements present only the financial position, changes in financial position
and cash flows of the Project and do not purport to, and do not present fairly the financial position of MEDCO as
of June 30, 2021 and 2020, the changes in its financial position and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America. Our opinion is not
modified with respect to this matter.

Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 1 – 6 be presented to supplement the basic financial statements. Such
information, 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.

September 24, 2021

UNIVERSITY VILLAGE AT SHEPPARD PRATT,
A PROJECT OF MEDCO
Statements of Net Position
As of June 30,

2021

2020

Assets
Current Assets:
Cash and cash equivalents
Tenant security deposits
Deposits with bond trustee – restricted
Accounts receivable, net of allowance for doubtful accounts of $174,000
and $87,000, respectively
Prepaid expenses and other assets

$

833,951
38,102
1,397,883

$

532,563
38,087
1,698,989

300,501
56,435

183,859
57,858

2,626,872

2,511,356

1,823,918

2,247,260

24,887,315
4,542,065
275,902
29,705,282
15,148,681
14,556,601

24,854,909
4,238,953
29,093,862
14,413,591
14,680,271

Total Non-current Assets

16,380,519

16,927,531

Total Assets

19,007,391

19,438,887

142,734

162,538

491,282
570,561
669
11,692,880
825,000
230,587

186,868
464,791
1,869
9,069,674
785,000
131,763

13,810,979

10,639,965

16,304,220
1,218,812

17,259,531
1,350,577

Total Non-current Liabilities

17,523,032

18,610,108

Total Liabilities

31,334,011

29,250,073

118,539

301,109

Total Current Assets
Non-current Assets:
Deposits with bond trustee – restricted
Capital assets:
Buildings and improvements
Furnishings and equipment
Construction in progress
Less: Accumulated depreciation
Net Capital Assets

Deferred Outflow of Resources
Deferred advance refunding costs
Liabilities and Net Position
Current Liabilities:
Accounts payable and other accrued expenses
Accrued interest
Tenant security deposits
Accrued ground rent
Bonds payable
Note payable
Total Current Liabilities
Non-current Liabilities:
Bonds payable
Note payable

Deferred Inflow of Resources
Rents and fees collected in advance
Commitments and Contingencies (Notes 5 and 6)
Net Position:
Net investment in capital assets
Unrestricted
Total Net Position

(3,879,284)
(8,423,141)
$

(12,302,425)

(4,684,062)
(5,265,695)
$

(9,949,757)

The accompanying notes are an integral part of these financial statements.
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UNIVERSITY VILLAGE AT SHEPPARD PRATT,
A PROJECT OF MEDCO
Statements of Revenues, Expenses, and Changes in Net Position
For the Years Ended June 30,
Operating Revenues:
Apartment rentals
Service fees
Other
Total Operating Revenues
Operating Expenses:
Property operating costs
Management and service fees
Administrative and general
Sales and marketing
Ground rent
Depreciation
Total Operating Expenses
Operating Loss
Non-operating Revenues (Expenses):
Interest income
Interest expense
Loss on retirement of assets
Total Non-operating Expenses, net
Change in Net Position
Net Position, beginning of year
Net Position, end of year

2021

$

4,313,797
74,820
87,029

2020

$

5,431,759
95,120
129,849

4,475,646

5,656,728

1,600,491
211,814
291,871
86,330
2,623,206
1,118,048

1,688,497
250,937
218,194
104,042
2,373,037
1,068,417

5,931,760

5,703,124

(1,456,114)

(46,396)

804
(860,600)
(36,758)

83,006
(912,084)
-

(896,554)

(829,078)

(2,352,668)

(875,474)

(9,949,757)

(9,074,283)

$ (12,302,425)
$
(9,949,757)
The accompanying notes are an integral part of these financial statements.
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UNIVERSITY VILLAGE AT SHEPPARD PRATT,
A PROJECT OF MEDCO
Statements of Cash Flows
For the Years Ended June 30,

2021

Cash Flows from Operating Activities:
Cash received from tenants
Cash paid for operating expenses

$

Net Cash and Cash Equivalents Provided by Operating Activities
Cash Flows from Capital and Related Financing Activities:
Construction, development and equipment expenditures
Principal payments on bonds payable
Principal payments on note payable
Interest paid
Net Cash and Cash Equivalents Used in Capital and Related Financing Activities
Cash Flows from Investing Activities:
Net sales of deposits with bond trustee - restricted
Interest received

4,026,839
(1,736,289)

2020

$

5,332,723
(3,898,136)

2,290,550

1,434,587

(1,031,136)
(785,000)
(32,941)
(865,337)

(804,833)
(750,000)
(131,764)
(1,050,115)

(2,714,414)

(2,736,712)

724,448
804

1,205,841
83,006

Net Cash and Cash Equivalents Provided by Investing Activities

725,252

1,288,847

Net Increase (Decrease) in Cash and Cash Equivalents

301,388

(13,278)

532,563

545,841

Cash and Cash Equivalents, beginning of year
Cash and Cash Equivalents, end of year

$

Reconciliation of operating loss to net cash and cash equivalents provided by
operating activities:
Operating loss
Adjustment to reconcile operating loss to net
cash and cash equivalents provided by operating activities:
Depreciation
Provision for doubtful accounts
Changes in operating assets and liabilities:
Tenant security deposits
Accounts receivable
Prepaid expenses and other assets
Accounts payable and other accrued expenses
Rents and fees collected in advance
Tenant security deposits
Accrued ground rent
Net Cash and Cash Equivalents Provided by Operating Activities
Non-cash capital and related financing activities:
Amortization of issue premium on bonds
Amortization of deferred refunding costs
Loss on retirement of assets

$

833,951

(1,456,114)

$

532,563

$

(46,396)

1,118,048
148,380

1,068,417
69,368

(15)
(265,022)
1,423
304,414
(182,570)
(1,200)
2,623,206
$

2,290,550

(19)
(214,011)
24,585
(153,418)
(102,154)
(7,821)
796,036
$

1,434,587

$
130,311
$
136,631
$
19,804
$
20,764
$
36,758
$
The accompanying notes are an integral part of these financial statements.
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UNIVERSITY VILLAGE AT SHEPPARD PRATT,
A PROJECT OF MEDCO
Notes to Financial Statements
For the Years Ended June 30, 2021 and 2020
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND RELATED MATTERS
Ownership and Management
University Village at Sheppard Pratt (the Project), located in Towson, Maryland, is a project of Maryland
Economic Development Corporation (MEDCO). The Project consists of apartments with 615 beds and is
located on land leased from Sheppard Pratt Health System, Inc. (SPHSI). The Project commenced operations
in August 2002. Effective September 1, 2002, MEDCO has entered into a management agreement with ACC
SC Management, LLC (ACC) pursuant to which ACC provides certain management, leasing, and
administrative services for the Project. The current agreement with ACC was entered into on September 1,
2010 and was amended effective August 1, 2018. The management agreement, as amended, provides for a
fixed fee of $10,000 per month (the Fixed Fee Amount) and a variable fee equal to the amount by which
4.0% of “Gross Receipts”, as defined, collected during the previous semester exceeds the sum of all Fixed
Fee Amounts paid during such semester (the Variable Fee Amount), provided that in no event shall the
Variable Fee Amount exceed the Fixed Fee Amount, plus reimbursement of certain other costs incurred in
connection with operations of the Project.
The balance due for fees is included in accounts payable and other accrued expenses in the accompanying
statements of net position and totaled $1,747 and $8,911 as of June 30, 2021 and 2020, respectively.
Management fee expense was $179,749 and $213,873 for the years ended June 30, 2021 and 2020,
respectively.
Pursuant to the First Supplemental Trust Indenture dated December 1, 2012, MEDCO is entitled to an
issuer’s fee and an administrative service fee for administrative support and other services provided. The
issuer’s fee is 0.1% of the principal amount of the outstanding bonds. The administrative fee is 0.35% of
revenues. Issuer’s fees were $16,190 and $16,975 for the years ended June 30, 2021 and 2020, respectively.
Administrative fees were $15,875 and $20,089 for the years ended June 30, 2021 and 2020, respectively.
Basis of Presentation
The accompanying financial statements present the net financial position, changes in net financial position,
and cash flows of the Project based on amounts specifically identifiable in MEDCO’s accounting records.
The Project is a project of MEDCO and, as such, all financial data presented herein is also included in the
financial statements of MEDCO as of and for the years ended June 30, 2021 and 2020. However, the
accompanying financial statements present only the Project and do not purport to, and do not, present the net
financial position of MEDCO as of June 30, 2021 and 2020, and the changes in its net financial position and
its cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America. MEDCO utilizes the economic resources measurement focus and the accrual basis
of accounting in preparing these financial statements, wherein revenues are recognized when earned and
expenses are recognized when incurred. Also, in preparing its financial statements, MEDCO has adopted
Government Accounting Standards Board (GASB) Statement No. 62, Codification of Accounting and
Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements.
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UNIVERSITY VILLAGE AT SHEPPARD PRATT,
A PROJECT OF MEDCO
Notes to Financial Statements
For the Years Ended June 30, 2021 and 2020
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND RELATED MATTERS – continued
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, disclosure of contingent assets and liabilities as of the date of the financial
statements and the reported amounts of revenues and expenses recognized during the reporting period.
Actual results may differ from those estimates.
Cash and Cash Equivalents
Short-term investments with maturities of three months or less at date of purchase are classified as cash
equivalents, except that any such investments purchased with funds on deposit with the bond trustee are
classified with such deposits.
The Project maintains substantially all of its cash with one commercial bank. Accounts are guaranteed by the
Federal Deposit Insurance Corporation (FDIC) up to $250,000 per depositor. The Project periodically
maintains cash balances in excess of FDIC coverage. Management considers this to be a normal business
risk.
The Project is required by Section 17-101(d) of The Local Government Article of the Annotated Code of
Maryland to collateralize deposits in banks in excess of federal deposit insurance. Satisfactory collateral is
enumerated at Section 6-202 of the State Finance and Procurement Article of the Code. As of June 30, 2021
and 2020, bank deposits were properly collateralized.
Tenant Security Deposits
Tenant security deposits are held in a checking account and represent tenant security deposits restricted under
state law. Tenant security deposits were overfunded by $37,433 and $36,218 at June 30, 2021 and 2020,
respectively. The differences result from the timing of receipts and refunds that are transacted in the
operating account of the Project. Periodically, funds are transferred between cash and cash equivalents and
tenant security deposits to meet the minimum funding requirements.
Accounts Receivable
Accounts receivable represent past due rent and various fees charged to residents. The Project provides an
allowance for doubtful accounts based on the estimated collectability of resident accounts. Management’s
evaluation is based upon an analysis of past-due accounts and historical collection experience. The allowance
for doubtful accounts totaled $174,000 and $87,000 as of June 30, 2021 and 2020, respectively. Accounts
receivable are written off when it is determined that amounts are uncollectible.
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UNIVERSITY VILLAGE AT SHEPPARD PRATT,
A PROJECT OF MEDCO
Notes to Financial Statements
For the Years Ended June 30, 2021 and 2020
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND RELATED MATTERS – continued
Capital Assets and Depreciation
Capital assets are carried at cost including interest, carrying charges, salaries and related costs incurred
during the construction phase, and preconstruction costs associated with the development of the Project.
Capital assets are evaluated for impairment on an annual basis under GASB Statement No. 42, Accounting
and Financial Reporting for Impairment of Capital Assets and for Insurance Recoveries (GASB No. 42).
GASB No. 42 requires an evaluation of prominent events or changes in circumstances affecting capital assets
to determine whether impairment of a capital asset has occurred. Such events or changes in circumstances
that may be indicative of impairment include evidence of physical damage, enactment or approval of laws or
regulations or other changes in environmental factors, technological changes or evidence of obsolescence,
changes in the manner or duration of use of a capital asset, and construction stoppage. As of June 30, 2021
and 2020, management does not believe that the capital assets of the Project meet the criteria for impairment
as set forth in GASB No. 42. Maintenance and repairs are expensed as incurred.
Depreciation of buildings and improvements is computed using the straight-line method over a useful life of
39 years. Furnishings and equipment are depreciated over 3 to 10 years using the straight-line method.
Tenant Security Deposits Payable
Historically a security deposit was collected from each tenant. The security deposit is refunded to the tenant
with interest upon termination of the lease if no damages or charges are outstanding on the tenant’s account.
Tenant security deposits payable as of June 30, 2021 and 2020 totaled $669 and $1,869, respectively.
Commencing in July 2017 security deposits are no longer being collected for new lease agreements.
Deferred Outflows/Inflows of Resources
A deferred outflow of resources represents a consumption of net position that applies to a future period and
will not be recognized as an outflow of resources (expense) until a future period. As of June 30, 2021 and
2020, the Project recognized deferred advance refunding costs as a deferred outflow of resources on the
accompanying statements of net position.
A deferred inflow of resources represents an acquisition of net position that applies to a future period and will
not be recognized as an inflow of resources (revenue) until that time. As of June 30, 2021 and 2020, the
Project recognized rents and fees collected in advance as a deferred inflow of resources on the accompanying
statements of net position.
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UNIVERSITY VILLAGE AT SHEPPARD PRATT,
A PROJECT OF MEDCO
Notes to Financial Statements
For the Years Ended June 30, 2021 and 2020
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND RELATED MATTERS – continued
Net Position
Net position is presented as net investments in capital assets or unrestricted. Net investment in capital assets
represents the difference between capital assets and the related debt obligations. The unrestricted components
of net position represent the net assets available for future operations, including outstanding encumbrances at
year end.
Revenue Recognition
The Project's revenues are derived primarily from leasing of apartments. Revenues are recognized monthly
over the term of the respective leases.
Classification of Revenues and Expenses
Revenues and expenses related to the day-to-day activities of the Project are reported as operating revenues
and expenses. Other revenues and expenses, consisting of interest income, interest expense, and loss on
retirement of assets are reported as non-operating revenues and expenses.
Advertising Costs
Advertising costs are expensed as incurred. Advertising expenses were $7,134 and $9,218 for the years ended
June 30, 2021 and 2020, respectively.
Income Taxes
MEDCO qualifies for tax-exempt status under Section 501(c)(4) of the Internal Revenue Code and Section
10-104 of the Tax-General Article of the Annotated Code of Maryland. Accordingly, no provision or benefit
for income taxes is included in the accompanying financial statements.
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A PROJECT OF MEDCO
Notes to Financial Statements
For the Years Ended June 30, 2021 and 2020
2. DEPOSITS WITH BOND TRUSTEE
Pursuant to the provisions of the trust indenture relating to the bonds payable (see Note 4), deposits with
bond trustee include the following reserve funds and restricted accounts as of June 30,:
2021
Current assets:
Operating reserve fund
Interest fund
Insurance fund
Subordinated debt fund
Principal fund
Current portion
Non-current assets:
Repair and replacement fund
Debt service reserve fund
Non-current portion
Total deposits with bond trustee

$

$

172,660
400,200
23
825,000
1,397,883
191,668
1,632,250
1,823,918
3,221,801

2020
$

$

419,561
419,825
23
74,580
785,000
1,698,989
614,897
1,632,363
2,247,260
3,946,249

The trust indenture authorizes MEDCO or its trustee bank to invest the deposits as detailed under Credit Risk
below. Interest earned on these investments was approximately $800 and $83,000 for the years ended June
30, 2021 and 2020, respectively. Investments of deposits with trustee are carried at fair value. Investments of
deposits with trustees are summarized as follows as of June 30,:
2021

2020

Federal Home Loan Bank 0%, matured on 9/25/20
Money market funds

$

3,221,801

$

1,631,526
2,314,723

Total deposits with bond trustee

$

3,221,801

$

3,946,249

The deposits with bond trustee are subject to certain risks including the following:
Interest Rate Risk – The trustee has limited investments to money market funds and US Treasury securities,
which have limited risk due to their short duration. As a result, the Project is not subject to interest rate risk.
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Notes to Financial Statements
For the Years Ended June 30, 2021 and 2020
2. DEPOSITS WITH BOND TRUSTEE – continued
Credit Risk – The Project’s trust indenture limits MEDCO’s investments to obligations of the United States
of America (Government Obligations); certificates of deposit and time deposits with commercial banks, trust
companies or savings and loan associations secured by Government Obligations; repurchase agreements for
Government Obligations; investments in money market funds subject to SEC Rule 2a-7 consisting primarily
of and secured by Government Obligations. As defined in the trust indenture, certain investments listed above
must meet specific requirements to be a qualifying investment, such as high rating qualifications based on
information from the major rating agencies, collateralization requirements, guaranteed repayment, and
maturity requirements. The Project’s investments were in compliance with these limitations as of June 30,
2021 and 2020.
Concentrations of Credit Risk – MEDCO’s investment policy does not limit the amount that may be invested
in any one issuer. The Project held no investments in commercial paper as of June 30, 2021 and 2020.
Custodial Risk – MEDCO is not subject to custodial risk because mutual funds are not evidenced by
securities that exist in physical form and all other deposits are held in the Project’s name.
The 2012 trust indenture requires the Project to set aside $300 per bed per year, increasing annually by the
greater of 3% or the recommendation of an independent engineer or independent architect, from cash flows
for future capital repairs and replacement of furnishings and equipment. The last engineers’ report was
completed in September 2018. Based on the engineers’ report, $865,225 was deposited for the fiscal year
beginning July 1, 2018, $1,175,000 was deposited for the fiscal year beginning July 1, 2019 and $1,175,000
is to be deposited for fiscal years beginning July 1, 2020 and July 1, 2021. These funds are to be segregated
in a separate account within the trust. As of June 30, 2021, the repair and replacement fund was underfunded
by approximately $533,000 due to a lack of funds available due to COVID-19. No deposits were made on
July 1, 2021 and 2020, respectively. As of September 24, 2021, the shortfall has not been funded. As of June
30, 2020, the repair and replacement fund was funded at its required balance.
The Project obtained a bond rating of BBB- Negative and BBB- Stable as of June 30 2021 and 2020,
respectively.
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Notes to Financial Statements
For the Years Ended June 30, 2021 and 2020
2. DEPOSITS WITH BOND TRUSTEE – continued
Investments are measured and reported at fair value and are classified and disclosed in one of the following
categories:
Level 1 – Quoted prices are available in active markets for identical investments as of the reporting date.
Level 2 – Pricing inputs are other than quoted prices in active markets, which are either directly or
indirectly observable as of the reporting date, and fair value is determined through the use of
models or other valuation methodologies.
Level 3 – Pricing inputs are unobservable for the investment and include situations where there is little, if
any, market activity for the investment. The inputs into the determination of fair value
require significant management judgment or estimation.
The following table sets forth by level, within the fair value hierarchy, the Project’s investments at fair value
as of June 30, 2020:

Level 1
Investments by fair value level
Debt securities
U.S. Treasury obligations
Total investments by fair value level

$ 1,631,526
$ 1,631,526

Level 2

$

Level 3

-

$

Total

-

$ 1,631,526
$ 1,631,526

The Project also invests in a money market fund that has a remaining maturity of one year or less at the time
of purchase. The investment in this fund is valued at cost, which approximates fair value, and totaled
$3,221,801 and $2,314,723 as of June 30, 2021 and 2020, respectively.
Debt securities classified in Level 1 of the fair value hierarchy are valued using prices quoted in active
markets for those securities.
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3. CAPITAL ASSETS
Capital assets activity for the years ended June 30, 2021 and 2020 is summarized as follows:
2021
Buildings and improvements
Furnishings and equipment
Construction in progress
Less: Accumulated depreciation:
Buildings and improvements
Furnishings and equipment
Net Capital Assets

2020
Buildings and improvements
Furnishings and equipment
Less: Accumulated depreciation:
Buildings and improvements
Furnishings and equipment
Net Capital Assets

Beginning
balance
$ 24,854,909
4,238,953
29,093,862

Additions
$
102,037
653,197
275,902
1,031,136

Retirements
$
(69,631)
(350,085)
(419,716)

Ending
balance
$ 24,887,315
4,542,065
275,902
29,705,282

(11,940,190)
(2,473,401)

(620,538)
(497,510)

32,873
350,085

(12,527,855)
(2,620,826)

(14,413,591)

(1,118,048)

382,958

(15,148,681)

$ 14,680,271
Beginning
balance
$ 24,854,909
4,046,570
28,901,479

$

Additions
$

(11,318,556)
(2,639,068)
(13,957,624)
$ 14,943,855

(86,912)

804,833
804,833

$

(36,758)

$ 14,556,601

Retirements
$
(612,450)
(612,450)

Ending
balance
$ 24,854,909
4,238,953
29,093,862

(621,634)
(446,783)
$

(1,068,417)
(263,584)

$

612,450

(11,940,190)
(2,473,401)

612,450
-

(14,413,591)
$ 14,680,271
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4. LONG-TERM DEBT
Long-term debt consists of the following as of June 30,:
2021
Bonds payable:
Series 2012 Serial bonds bearing interest at rates ranging
from 2% to 5% and maturing from July 1, 2013
to July 1, 2023
Series 2012 Term bonds bearing interest at 5% and payable
in annual sinking fund installments from July 1, 2024
through July 1, 2033
Unamortized issue premium

$

Total bonds payable
Less: current portion
Non-current bonds payable
Note payable to SPHSI:
Note bearing interest at 12% with quarterly payments of
principal and interest due from July 1, 2009 to
July 1, 2031
Less: current portion
Non-current note payable
Total non-current long-term debt

2,605,000

2020

$

3,390,000

13,585,000
939,220

13,585,000
1,069,531

17,129,220

18,044,531

(825,000)

(785,000)

$ 16,304,220

$ 17,259,531

$

$

1,449,399
(230,587)

1,482,340
(131,763)

1,218,812

1,350,577

$ 17,523,032

$ 18,610,108
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4. LONG-TERM DEBT – continued
The bonds are secured by a deed of trust on the Project and a general assignment of related revenues and
deposits in cash and cash equivalents, deposits with bond trustee, and capital assets (the Trust Estate). The
bonds are limited obligations of MEDCO and are payable solely from the Trust Estate, as defined in the trust
indenture.
On December 19, 2012, the Project issued $21,545,000 of Series 2012 bonds to refund $23,835,000 of
outstanding Series 2001 bonds. The net proceeds of the Series 2012 issuance, including an original issue
premium of $2,238,155 along with funds from the Series 2001 trust accounts, were used to redeem the Series
2001 bonds along with a redemption premium of $119,175.
As a result of the refunding, the Project decreased its aggregate debt service payments by approximately
$7,087,496 over the next 20 years and obtained an economic gain of approximately $4,906,831. The Project
also recorded a deferred advance refunding cost of $340,130 in accordance with GASB Statement No. 23,
Accounting and Financial Reporting for Refundings of Debt Reported by Proprietary Activities. The deferred
advance refunding cost is the difference between the reacquisition price and the net carrying amount of the
old debt on the date of refunding. This cost is being amortized to interest expense using the effective interest
method over the term of the Series 2012 bonds. In accordance with GASB Statement No. 65, Items
Previously Reported as Assets and Liabilities, the deferred advance refunding costs are classified as a
deferred outflow of resources on the accompanying statements of net position.
The Series 2012 bonds bear interest at rates ranging from 2% to 5% and mature in annual installments
through July 1, 2033. Interest on the Series 2012 bonds is payable semiannually on January 1 and July 1 and
was approximately $800,000 and $840,000 for the years ended June 30, 2021 and 2020, respectively. The
issue premium is being amortized using the effective interest method over the term of the bonds.
In accordance with the trust indenture, the Project is required to produce a coverage ratio, as defined, of not
less than 1.2 as of the last day of each fiscal year. The Project met the revenue coverage ratio as of June 30,
2021 and 2020.
The note payable to SPHSI is unsecured and related payments are subordinated to all payments required
under the bonds payable and related trust indenture. The note is to be repaid over terms that commenced
January 1, 2004 (after the Project reached stabilization, as defined in the loan agreement). Interest on the note
totaled approximately $170,000 and $187,000 during the years ended June 30, 2021 and 2020, respectively.
During the year ended June 30, 2021, the Project did not make the required principal and interest payments
due to the impact of COVID-19 (Note 6) and restrictions under the bond payable and related trust indenture.
As of June 30, 2021, principal payments totaling $98,635 and interest of $129,392 that were due during the
year ended June 30, 2020 have been deferred and recorded in note payable and accrued interest in the
accompanying statements of net position.
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4. LONG-TERM DEBT – continued
Future payments on long-term debt are due as follows as of June 30, 2021:
Total

Year ending June 30,:
2022
2023
2024
2025
2026
2027-2031
2032-2034
Plus: unamortized bond premium

$

1,969,065
1,855,710
1,843,609
1,819,747
1,803,717
8,727,768
6,258,441
24,278,057
939,220
$ 25,217,277

Principal
$

1,055,587
1,001,763
1,041,764
1,081,763
1,131,764
6,448,817
5,877,941
17,639,399
939,220
$ 18,578,619

Interest
$

$

913,478
853,947
801,845
737,984
671,953
2,278,951
380,500
6,638,658
6,638,658

Activity in bonds and note payable for the years ended June 30, 2021 and 2020 is summarized as follows:
Bonds
Payable
Balance June 30, 2019
Amortization of bond issue premium
Principal payments

$ 18,931,162
(136,631)
(750,000)

Balance June 30, 2020
Amortization of bond issue premium
Principal payments

18,044,531
(130,311)
(785,000)

Balance June 30, 2021
Due within one year

$ 17,129,220
$
825,000

Note
Payable
$

1,614,104
(131,764)
1,482,340
(32,941)

$
$

1,449,399
230,587
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5. COMMITMENTS AND CONTINGENCIES
Ground Lease
The land underlying the Project is leased from SPHSI under a non-cancelable operating lease expiring
June 30, 2041. Rent payable under the lease totaled $885,500 in the initial lease year (which commenced
July 1, 2001), and increases by 3% each lease year thereafter. Payment of the rent is subordinate to all
payments required under the bonds payable and related trust indenture. Unpaid ground rent for the years
ended June 30, 2008 through 2021 bears interest at 12.65% annually beginning 90 days after the end of the
related lease year. Ground rent expense totaled $2,623,206 and $2,373,037 for the years ended June 30, 2021
and 2020, respectively, including interest on unpaid ground rent of $1,070,477 and $865,533, respectively.
Accrued ground rent totaled $11,692,880 and $9,069,674 as of June 30, 2021 and 2020, respectively,
including accrued interest on unpaid ground rent of $1,677,885 and $607,408, respectively. Title to the
operating facility improvements will revert to SPHSI upon termination of the lease.
Future minimum rent payments are due as follows at June 30, 2021:
Year ending June 30,:
2022
2023
2024
2025
2026
2027-2031
2032-2036
2037-2041

$

$

13,292,000
1,647,000
1,697,000
1,748,000
1,800,000
9,843,000
11,411,000
13,229,000
54,667,000

Future minimum rent payments for fiscal year 2021 include the accrued but unpaid rents for prior years of
approximately $11,693,000.
Litigation
Lawsuits and claims are filed against the Project from time to time in the ordinary course of business. The
Project does not believe that any lawsuits or claims pending against the Project, individually or in the
aggregate, are material, or will have a material adverse effect on the Project’s financial condition or results of
operations.
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6. CORONAVIRUS
In December 2019, a novel strain of coronavirus was reported in Wuhan, China. The World Health
Organization declared COVID-19 to constitute a Public Health Emergency of International Concern. In
March 2020, COVID-19 began to spread throughout the United States. Efforts to contain COVID-19,
including restrictions mandated by U.S. Federal and State government, caused numerous businesses,
including many colleges and universities, to close or operate remotely in an effort to prevent COVID-19
from spreading more rapidly.
COVID-19 has had an immediate direct and on-going impact on the Project as the University shifted to an
online learning environment. Management expects occupancy rates to improve as the University begins to
return to in-person classes. Based on the projected occupancy and operating results of the Project,
management believes the Project will generate adequate cash flow to make current principal and interest
payments on the bonds and pay senior operating expenses. However, management believes the Project may
not have adequate cash flow from operations to fully fund subordinate expenses and reserves.
Because of the nature of this pandemic, there may be future direct and indirect consequences which are not
yet known and may not emerge for some time. The ability of the Project to continue as a going concern is
dependent upon the future impact of COVID-19. The financial statements do not include any adjustments
that might be necessary if the Project is unable to continue as a going concern.
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