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I. Executive Summary 

 
The South Carolina Commission on Higher Education (CHE) requested the South Carolina Office of the 

Inspector General (SIG), via a letter dated 9/2/2016, to audit alleged excessive spending by the University of 

South Carolina Board of Trustees (USC-BoT).  A Charleston newspaper article reported the University of South 

Carolina’s board members spent nearly $400,000 over the past five-year period for food, drink, lodging, and 

more than $100,000 on football game travel, which was referenced as excessive spending at the state's largest 

public university. 

 

In its letter, the CHE, which has an oversight role for the state’s 33 public institutions of higher learning, 

commented, “In an environment of skyrocketing costs and runaway spending in higher education, the timing of 

this news article could not be worse.  CHE’s responsibility is to protect the students, families, and taxpayers of 

South Carolina.  In order to properly address this situation, the first step is to be proactive in trying to find the 

facts.” 

 

The SIG accepted CHE’s request to initiate an audit of the USC-BoT’s expenses in response to the allegations 

and inferences of excessive spending of the USC-BoT raised in the media article.  In addition, the SIG also 

reviewed the university's management controls/policies with affiliated non-profits (i.e., foundations) to 

understand the level of use of affiliated non-profit funds in relation to the mission and priority programs of 

USC. 

 

Analyzing USC-BoT’s travel policy started with an annual legislative proviso exception for institutions of 

higher learning (IHL) that required travel be paid without using appropriated General Funds.  The university 

adhered to this proviso exception and paid these expenses with other university-generated revenue sources. 

  

A review of the five fiscal years, FY2011-12 through FY2015-16 determined the USC-BoT incurred $330,799   

in travel and event (T&E) expenses, an average of $66,160 annually.  The SIG selected FY2015-16, as an audit 

sample.  The total T&E expenses for that period were $68,713, for which $58,685 (85%) were traced to 

expenses related to physical board meetings, which occurred, eight times during the year; an annual planning 

retreat; numerous committee meetings and Board of Visitors (BOV) meetings; and fifteen graduation 

commencements. The T&E costs were categorized as follows: meals/snacks ($16,929); lodging ($9,219); 

mileage/travel per diem ($18,501); daily statutory ($35/day) honorariums ($9,415); rentals ($690); contractual 

services ($3,931); and miscellaneous items ($10,028). 

 

The USC-BoT is statutorily required to meet at least quarterly each year.  These board meeting costs included 

expenses for the 20 USC-BoT, as well as trustees emeriti, members of the USC president’s executive council, 

USC system chancellors, academic deans and faculty, student leadership, the BOV, board office staff, news 

media, and invited guests, among others. 

 

Other related T&E expenses included athletic/fundraising events for the USC-BoT and trustees emeriti for the 

five years totaling $520,277, an average of $104,055 annually.  These events provided the trustees with the 

opportunity to engage donors, supporters, state officials and business leaders in the advancement of the 

university’s mission.  When attending these events, the trustee is considered to be appearing in an official 

capacity.  For FY2015-16, these expenses totaled $124,487.  These expenses were paid entirely by the USC 

Athletic Department using department funds [non-state appropriated funds].    
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This review found the USC-BoT appeared to have the legal authority to establish its T&E policies, and found 

no evidence of intentional abuse or wrongdoing.  However, the university should consider several relevant 

factors: 

 

 For FY2015-16, USC-BoT related costs totaled $68,713 (board meetings; committee meetings; BOV 

meetings; and commencement events).  The USC-BoT members were also provided airfare 

accommodations, ground transportation, game tickets, and access to the hospitality suite for 

development (fundraising) for athletic events, totaling $117,091, and USC-BoT trustees emeriti were 

provided game tickets totaling $7,396, that were paid entirely by the USC Athletic Department. 

 

 The USC-BoT policy includes reimbursements for travel related expenses, such as mileage, travel 

meals, and a $35 daily per diem (honorarium) provided by state law as regular expenses of board 

meetings.  In its efforts to minimize costs, USC-BoT’s T&E lodging and catering expenses were paid 

directly to the vendor with no lodging or meal reimbursements paid directly to the trustees. 

 

 The USC-BoT current T&E policies’ benefits showed appreciation to its members who volunteered their 

time without compensation, as well as made substantial donations totaling over $11.4 million in lifetime 

giving.  Further, several USC-BoT served on a number of foundation boards, also without 

compensation, while similar state “Authority” boards received salaried compensation. 

 

 Creating the mere perception of wasteful spending or abuse, real or perceived, damages the trust and 

confidence of the university stakeholders, to include students’ families, donors, and taxpayers. 

 

We commend USC for the level of integrity and heightened management controls in relation to its affiliated 

non-profits, which provide a reasonable comfort level that its non-profit funds were budgeted, monitored and 

distributed toward student aid, and the university’s priority mission programs in accordance with its established 

policy and guidelines.  The activities and resources of these entities are significant, provide a direct benefit, and 

are accessible to the university.  They are considered component units of the university and are discretely 

presented in USC’s financial statements accordingly as governmental or non-governmental reporting entities.  

For FY2015-16, overall contributions from these entities totaled $42,915,897. (The University FY2016 CAFR) 

We commend USC for its’ efforts to develop avenues outside of the university to raise funds to assist in 

furtherance of its mission. 

 

The university’s sensitivity to USC-BoT’s travel expenses appears to have given considerable efforts to 

minimize costs in accordance with its normal expense policy, with no funds being derived from its’ affiliated 

non-profits.  An analysis of the USC-BoT current T&E policy benefits would deem them as reasonable, 

however its’ use of athletic funds would be considered conservatively “generous”; which comes at an 

opportunity cost of using these funds for higher priority university needs.  As a result, USC, a state agency, and 

the USC-BoT, public servants, should consider moderating its T&E spending relative to its use of athletic 

funds, where these funds can be redirected to its core mission. 

 

 

 

 

http://osa.sc.gov/wp-content/uploads/2018/02/H2716-CAFR.pdf
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II. Background

A. Predicate

The South Carolina Commission on Higher Education (CHE) requested the South Carolina Office of the State 

Inspector General (SIG), via a letter dated 9/2/2016, to audit alleged excessive spending by the University of 

South Carolina Board of Trustees (USC-BoT) (see Appendix A).  The allegation originated from a newspaper 

article (8/25/2016) published by The Post and Courier newspaper, Charleston, South Carolina (see Appendix B). 

The newspaper article alleged the USC-BoT spent nearly $400,000 over a five-year period (FYs 2012-2016) for 

food, drink, lodging, and more than $100,000 on football game travel which was referenced as excessive 

spending at the state's largest public university. 

In its letter, the CHE, which provides an oversight role to the state’s 33 public institutions of higher learning 

(IHL), commented, “In an environment of skyrocketing costs and runaway spending in higher education, the 

timing of this news article could not be worse.  CHE’s responsibility is to protect the students, families, and 

taxpayers of South Carolina.  In order to properly address this situation, the first step is to be proactive in trying 

to find the facts.” 

B. Scope & Objectives

This review’s scope and objectives were: 

 Identify and analyze  USC-BoT travel and event (T&E) expenses for a five-year audit period from

FY2011-12 through FY2015-16 with emphasis on the FY2015-16;

 Determine the university’s compliance with all relevant state laws, regulations, and policies

applicable to USC-BoT T&E expenses;

 Analytically review the university’s management controls on the general use of affiliated non-profit

funds; and

 Identify opportunities to improve USC-BoT’s T&E policies.

Reviews by the SIG are conducted in accordance with professional standards set forth by the Association of 

Inspectors General, often referred to as the “Green Book.” 

C. University of South Carolina Overview

The University of South Carolina (USC), founded in 1801 as the South Carolina College and re-chartered in 

1906 as a university, is composed of the Columbia, SC campus, including the Columbia School of Medicine, 

the Greenville School of Medicine, and seven university system campuses.  The university is ranked 46th among 

all public institutions and 25th among state flagships in the latest U.S. News and World Report undergraduate 

rankings.  A 2017 economic impact study conducted by the Division of Research, Moore School of Business 

determined USC had an annual $5.5 billion economic impact on the State, to include an annual net contribution 

of $3 billion and nearly $220 million in annual tax revenue to the State’s economy.  Additionally, the USC 

athletic programs had a $225 million annual economic impact and supported 2,787 jobs, while the university’s 

overall activities accounted for 60,250 jobs (USC Economic Impact 2017 Study). 

http://southcarolina.edu/documents/dor_usc_impact_fd1_2017.pdf
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The USC-BoT is comprised of 20 members pursuant to the South Carolina Code of Laws, Title 59, and Chapter 

117. The USC-BoT is charged with the operation and management of the university.  The group discharges its

duties through its bylaws, and policies and procedures.  As the governing authority of the USC system, the

USC-BoT is responsible for defining the mission, role and scope of the USC system, establishing the general

policies by which the USC system operates, and for delegating the day-to-day management of the USC system

to the president.  The USC-BoT also serves as fiduciary managers of real property for the university by

acquiring, managing, and disposing of property, and authorizing the issuance of bonds and assumption of

indebtedness for the construction and improvement of physical facilities.

Under the premise of providing continuity of organizational structure, a member of the USC-BoT who served 

twelve or more years is eligible to be named “trustee emeritus,” and is invited to attend all USC-BoT meetings 

(excluding any monetary compensation/reimbursement).  During FY2015-16, there were 13 trustees emeriti.  In 

addition, the USC-BoT appoints the Board of Visitors (BOV), a 31-member volunteer board to assist the USC-

BoT and the president in the overall advancement of the university and its statewide system. 

The university’s related foundations, while unique in their individual missions, functions, and governing boards, 

share a common purpose to assist the university in meeting its current and future needs.  Each foundation is a 

separately chartered corporation, independent of the university, and their activities are governed by a board of 

directors.  The following foundations/entities support the university:  (The University FY2016 CAFR) 

 South Carolina Research Foundation

 USC School of Medicine Educational Trust

 Beaufort-Jasper Higher Education Commission

 USC Development Foundation

 USC Educational Foundation

 USC Business Partnership Foundation

 Greater USC Alumni Association

 USC Upstate Foundation

 USC Upstate Capital Development Foundation

 Educational Foundation of USC Lancaster

III. Audit of the USC Board of Trustees’ Travel & Event (T&E) Expenses

The SIG reviewed the laws and policies governing USC-BoT T&E expenses for the five-year audit period of 

7/1/2011 – 6/30/2016.  Additionally, these expenses were analyzed from a number of perspectives to provide a 

contextual understanding of the types of T&E expenses incurred. 

A review of the five fiscal years, FY2011-12 through FY2015-16, determined the USC-BoT incurred $330,799   

in T&E expenses, an average of $66,160 for each fiscal year.  The SIG selected FY2015-16 as an audit sample 

to evaluate the expenses related to board meetings, which occurred ten times during the year (two telephonically 

conducted); an annual USC-BoT retreat; committee and BOV meetings; and 15 graduation commencements, 

totaling $68,713 in travel costs.    

Other related T&E expenses included athletic/fundraising events for the USC-BoT and trustees emeriti for the 

five years totaling $520,277, an average of $104,055 annually.  These expenses were paid entirely using USC 

Athletic Department funds, non-state appropriated funds (expenses detailed in Section III. B. 2.c. of the report). 

https://www.scstatehouse.gov/code/t59c117.php
https://www.scstatehouse.gov/code/t59c117.php
http://www.sc.edu/about/offices_and_divisions/board_of_trustees/documents/board_bylaws.pdf
http://www.sc.edu/policies/policiesbydivision.php#BTRU
http://osa.sc.gov/wp-content/uploads/2018/02/H2716-CAFR.pdf
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A. Laws and Policies Governing USC-BoT T&E Expenses 

 

1.  State Law for General Employee Travel 

During the audit period, an annual state budget proviso established provisions for general state employee travel, 

to include agency boards and commissions.  Travel reimbursements were for actual expenses.  Meals were 

limited to a maximum of $25/day in state and $32/day outside of South Carolina as indicated in General 

Appropriations Act Proviso 117.20.  Lodging was limited to the maximum lodging rate, excluding taxes, 

established by the U.S. General Services Administration (GSA).  The GSA daily lodging rate in effect for the 

sampling period (FY2015-16) for Richland County, which included the USC ranged from $94 - $99 with an 

annual average of $98 per day.  In addition, the USC-BoT attended a called board meeting in March 2016, 

which was held in conjunction with the USC Beaufort Chancellor Investiture Ceremony in Bluffton, SC.  The 

GSA daily lodging rate for Beaufort County in effect at that time was $103.  These per diem rates were set by 

the GSA (excluding taxes), and are used by federal and local governments, as well as many private-sector 

companies as guidelines to reimburse employees for business travel expenses incurred. 

2.  State Law Exception for Institutions of Higher Learning Travel 

The annual state budget proviso (Proviso 117.20) provided an exception (paragraph A) for the reimbursement of 

IHL travel expenses.  This exception required travel expenses to be paid without using appropriated General 

Funds.  The university met this requirement inasmuch as travel expenses for USC-BoT meetings were paid 

entirely from other USC-generated revenue sources. 

3. USC-BoT T&E Expense Processing Procedures and Policies 

 

The USC-BoT executive secretary is responsible for managing the USC-BoT budget and departmental 

resources, and coordinating direct vendor billing for the expenses incurred, which generally pertains to lodging 

expenses, and food service for board meetings and the BOV meetings.  Documentation of member attendance 

and travel reimbursement is maintained for each USC-BoT member.  Vendor invoices are submitted by the 

USC-BoT executive secretary for payment and reviewed for compliance with the university’s policies (USC-

BoT Policies and Procedures) set forth below. 

 

USC-BoT Expense Policy and Procedures BTRU 1.16 

 

Vehicle mileage – USC-BoT meetings, commencements and other USC business events and meetings – travel 

to and from a meeting, or to and from an activity that relates or pertains to the university’s business must use the 

current applicable university mileage rate established by the Internal Revenue Service. 

 

Per Diem – USC-BoT members have the option to receive a statutory per diem rate in accordance with the annual 

General Appropriations Act Proviso 117.19, which states, “The per diem allowance of all boards, commissions 

and committees shall be at the rate of $35 per day.”  The per diem is intended to reimburse the trustee for 

incidental personal expenses incurred to include regular, special board committee and group meetings, 

commencements and special events conducted on all campuses of USC, and attendance at national conferences or 

meetings of higher education organizations in which USC is a member. 

 

 

http://www.scstatehouse.gov/query.php?search=DOC&searchtext=117.20&category=BUDGET&year=2016&version_id=7&return_page=&version_title=Appropriation%20Act&conid=9121251&result_pos=0&keyval=35168&numrows=10
http://www.scstatehouse.gov/query.php?search=DOC&searchtext=117.20&category=BUDGET&year=2016&version_id=7&return_page=&version_title=Appropriation%20Act&conid=9121251&result_pos=0&keyval=35168&numrows=10
http://www.scstatehouse.gov/query.php?search=DOC&searchtext=117.20&category=BUDGET&year=2016&version_id=7&return_page=&version_title=Appropriation%20Act&conid=9121251&result_pos=0&keyval=35168&numrows=10
http://www.sc.edu/policies/policiesbydivision.php#BTRU
http://www.sc.edu/policies/policiesbydivision.php#BTRU
http://www.sc.edu/policies/btru116.pdf
http://www.scstatehouse.gov/query.php?search=DOC&searchtext=117.20&category=BUDGET&year=2016&version_id=7&return_page=&version_title=Appropriation%20Act&conid=9121251&result_pos=0&keyval=35168&numrows=10
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Meals and entertainment – Catered meals are provided by the university for business meals and entertainment 

expenses that may include spouses/guests.  Meals or events that are primarily social in nature (i.e. public 

relations, development, etc.) and have a university related business purpose may be permitted to include 

commencements, alumni/donor events, appreciation events, and recruiting.  USC-BoT entertainment, travel and 

lodging policies indicate that any expenditures in excess of its policy must be paid from private sources. 

 

Athletic Tickets and Events – USC-BoT, in their development capacity for the university, will have occasion to 

attend USC athletic events or competitions, which provides each trustee the opportunity to engage donors, 

supporters in the advancement of the university, and to further recognize and promote, through national exposure, 

the university and its athletic programs. 

 

USC Personnel Expenditure Policy BTRU 1.15 

 

Lodging expenses – Overnight stay expenses incurred by a trustee attending university business events are 

provided to the extent the overnight stay allows the trustee to meet USC-BoT attendance expectations.  Lodging 

costs for university personnel should not exceed $300 per 24-hour period. 

 

USC Designated Funds Policy BTRU 1.14 

 

Designated Funds – Expenditures from university designated funds may be used for travel, food, lodging (over 

and above State-imposed limitations), student financial aid, and general support for faculty/staff professional 

activities for endeavors related to the promotion of goodwill and for the advancement of the university. 

 

USC-BoT Policy 1.06 - Audit & Advisory Services 

 

USC-BoT expenses are reviewed by the university’s Audit & Advisory Services (AAS) through its quarterly 

review of the business expenditures for the Offices of the President and Board of Trustees.  The AAS functions 

as an independent and objective appraiser of university activities to assist members of management, the 

administration, and the USC-BoT in the effective discharge of their responsibilities and promote operational 

effectiveness and efficiency. 

 

B. Sampling and Analysis of USC-BoT T&E Expenses 

 

This review included a five-year audit period of FYs 2012 - 2016 (7/1/2011 – 6/30/2016).  The population of 

USC-BoT T&E expenses identified was $330,799 (an average of $66,160/FY).  Costs were generally travel 

reimbursements, lodging, and catered meals. 

 

1. Analysis of FY2015-16 USC-BoT T&E Expenses 

 

The USC maintained an annual reoccurring budget for USC-BoT, BOV, and commencement expenses.  The 

USC-BoT budget was funded through other university-generated revenue sources.  The SIG selected FY2015-

16 as the sample period to allow comparative analysis of multiple USC-BoT meetings and provide an in-depth 

understanding of expenditure patterns. 

 

For FY2015-16, the USC-BoT expense account line-item budget was $194,153 excluding USC-BoT office 

salaries and fringe benefits as detailed in the following table. 

http://www.sc.edu/policies/ppm/btru115.pdf
http://www.sc.edu/policies/ppm/btru114.pdf
http://www.sc.edu/policies/ppm/btru106.pdf
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The SIG determined that: 

 

 The USC-BoT’s expenditures were paid from university-generated revenues, excluding state 

appropriations or funds from USC’s affiliated non-profits. 

 

 The expenditures reviewed complied with USC policies and procedures.  There were no meals or 

lodging reimbursements paid directly to any USC-BoT member; and no meal or lodging costs, paid or 

reimbursed on behalf of USC-BoT member spouses/guests, were identified. 

 

 The USC-BoT members were reimbursed for travel expenses, and offered a $35 daily per diem 

(honorarium) provided by State law for other expenses incurred in carrying out their duties and 

responsibilities for the university.  The USC-BoT members resided in various counties around the 

state. 

 

 The USC-BoT expense documentation indicated the 13 non-voting trustees emeriti who attended 

board meetings in FY2015-16, did not receive payments for per diem or mileage reimbursements 

(USC-BoT Bylaws). 

 

 The SIG reviewed the quarterly audit reports presented by the AAS to the USC-BoT Audit and 

Compliance Committee during FY2015-16.  These reports indicated no findings; and the reviews 

determined the expenditures for these offices were properly managed, in all material aspects, within 

the scope of the review and in accordance with university policies and departmental procedures. 

 

2.   Analysis and Benchmarking of USC-BoT T&E Expenses 

 

Relevant benchmarks and analysis provides data to assess USC-BoT’s current T&E policies and potential 

criteria to consider relative to the university’s current policy. 

 

a. USC-BoT Travel Expenses 

 

The state and federal governments have established travel benchmarks suitable for comparison to USC-BoT’s 

travel policy.  It should be noted the State travel rates were used by IHL boards and commissions to reimburse 

travel expenses to attend board and commission meetings.  As set forth in the General Appropriations Act 

Proviso 117.20,  members traveling on State business are allowed reimbursement for actual expenses incurred, 

with lodging rates not to exceed the current maximum lodging rates, excluding taxes, established by the GSA, 

and stipulates that mileage reimbursements should be at the standard business mileage rate established by the 

Internal Revenue Service. 

 

The FY2015-16 travel rates under GSA guidelines averaged $98/day for lodging and $57/day for meals and 

incidental expenses (MI&E) for Richland County; and $103/day for lodging and $64/day for MI&E for the 

March, 2016 meeting that was held Beaufort County.  The FY2015-16 state travel rates were $25/day for meals 

(in state) with the same GSA lodging rates previously set forth.  The most reasonable benchmark would be to 

use the GSA travel rates that are detailed in Appendix E. 

  

 

http://www.sc.edu/about/offices_and_divisions/board_of_trustees/documents/board_bylaws.pdf
http://www.scstatehouse.gov/query.php?search=DOC&searchtext=117.20&category=BUDGET&year=2016&version_id=7&return_page=&version_title=Appropriation%20Act&conid=9121251&result_pos=0&keyval=35168&numrows=10
http://www.scstatehouse.gov/query.php?search=DOC&searchtext=117.20&category=BUDGET&year=2016&version_id=7&return_page=&version_title=Appropriation%20Act&conid=9121251&result_pos=0&keyval=35168&numrows=10


http://www.scstatehouse.gov/query.php?search=DOC&searchtext=117.20&category=BUDGET&year=2016&version_id=7&return_page=&version_title=Appropriation%20Act&conid=9121251&result_pos=0&keyval=35168&numrows=10
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However, regularly scheduled USC-BoT meetings were not limited to only USC-BoT and its committees, but 

included among others: trustees emeriti; members of the USC president’s executive council; USC system 

chancellors; academic deans and faculty; student leadership; the BOV; board office staff; and invited guests.  In 

addition, the news media was invited to attend the open sessions.  Sixty-three percent (63%) of the meal 

expenses for the board meetings ($16,929) were attributable to non-board members ($10,745), comprised 

mostly of representatives and staff of the university. 

 

The state and federal governments do not permit its agencies to expend public funds for “event” expenses for 

participants external to the university.  As noted earlier in this report, legislative exceptions allowed USC to pay 

these expenses in accordance with the university’s established procedures.  As such, USC policy stipulates the 

following university activities’ expenses may be incurred from designated funds, athletic funds, and private 

funds.  Payment/Reimbursement for Personal Consumption Items BUSA 7.05 

 Athletic activities. 

 Entertainment or recognition of prospective donors or donors.   

 Business meetings with non-university personnel.   

 Business meetings with other departmental personnel. 

 Catered employee recognition and special occasion functions. 

 Catered staff meetings. 

 Non-catered staff meetings outside of employees' headquarters. 

 Alcoholic beverages prohibited for functions (includes Board of Trustees/Committee meetings) 

 Per Diem expenditures in excess of state travel regulations.   

 

c. USC-BoT Athletic Expenses 

 

According to news media reporting, the USC-BoT spent more than $100,000 on football game travel (see 

Appendix B).  In accordance with USC-BoT T&E Policy, members of the USC-BoT were offered 

complimentary athletic tickets, and transportation accommodations to attend post-season athletic 

games in which the university participated, to include: home games; post-season bowls; NCAA championship 

events; as well as, any university-hosted hospitality event paid by the USC Athletic Department.  The trustees 

emeriti were offered two complimentary season tickets, parking to home football games, two complimentary 

tickets and parking to SEC men’s basketball games. 

 

The USC-BoT members were extended complimentary tickets to attend the home games; post-season bowls; 

NCAA championship events; and SEC men’s basketball games totaling $82,437; and USC-BoT trustees emeriti 

were provided game tickets totaling $7,396.  The USC-BoT also participated in two athletic trips/campus tours 

in FY2015-16 totaling $34,654.  The associated costs for these trips included ground transportation ($3,985); air 

transportation ($28,689); and football tickets ($1,980).  No lodging and meal costs were paid by USC, but rather 

the individual board members paid these expenses, or the meals were provided as part of the host college’s 

dinner reception.  Transportation costs reflected expenses allocated to trustees and their spouses/guests.  The 

associated event costs for the trustees’ spouses/guests (11 non-BoT participants) totaled $16,644.   The USC-

BoT trustees reimbursed $2,500 for the game-day expenses of the athletic trips cost. 

 

The SIG determined for FY2015-16, USC-BoT members and trustees emeriti received season athletics tickets, 

and transportation accommodations totaling $124,487, and refreshments totaling $1,591.  The cost for these 

athletic events and trips were paid for by the USC Athletic Department using department funds.  The 

refreshments ($1,591) were paid from the designated funds of the USC-BoT budgeted funds. 

http://www.sc.edu/policies/ppm/busa705.pdf
http://www.sc.edu/policies/btru116.pdf
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IV. Impact and Role of the USC Foundations 
 

Private foundations chartered to benefit public agencies and universities are common in South Carolina and 

across the nation.  They also have greater flexibility in responding to research opportunities, and a capacity for 

entering into a broad range of legal and organizational relationships with other universities, businesses and 

industries.  Foundations provide greater flexibility and expertise in investing accumulated funds and are another 

mechanism for attracting private funding to support university projects. 

 

The relationship between USC and its affiliated foundations is a complex and mutually dependent one.  Private 

contributions to the university are designated for student financial aid; endowed professorships; salary 

supplements for faculty and administrators; equipment; and land acquisitions.  The foundations assist in 

sponsoring research, constructing buildings and classrooms, and are used in the long-range growth and 

development of the university.  During FY2015-16, private gifts and contributions to the foundations benefited 

USC with more than 5,000 students receiving financial assistance through endowed funds.  (University of 

South Carolina Endowment Report as of 6/30/16) 

 

The mission of USC’s foundations is to support the university in all of its educational, research, instructional, 

scientific, literary, service, charitable, and outreach endeavors.  Foundations, whose activities are related to 

those of the university, exist primarily to provide financial assistance and other support to USC and its 

educational programs.  The activities and resources of these entities are significant, provide a direct benefit, and 

are accessible to the university. 

   

The USC foundations are unique in their missions, functions, and governing boards, yet share a common 

purpose to assist the university in meeting its current and future needs.  Each foundation is a separately 

chartered corporation, independent of the university (separate staff, and computer systems), with its activities 

governed by a board of directors.  The USC maintains contractual agreements with its foundations to assure 

their efforts support the university in its mission.  An independent audit firm annually audits each 

foundation, and the report is submitted to the university.  Data on each foundation is included in the 

university’s Consolidated Annual Financial Report (CAFR).  For FY2015-16, the university’s annual audit 

disclosed no material weaknesses. (The University FY2016 CAFR) 

 

Donations and gifts fall into three categories:  permanently restricted, temporarily restricted, and unrestricted.  

Nearly all of the funds are restricted by the donors to certain projects and areas, such as scholarships or 

professorships.  Unrestricted gifts are designated for university priorities, programs and services not supported 

by state funds, endowment income, or other funding sources.  Whether restricted or unrestricted, annual gifts 

generally are spent in the year in which they are received, while endowment gifts are pooled with other gifts and 

invested to generate earnings for use by the university over the long-term.  An endowment provides a 

consistent, reliable, perpetual source of income to fund programs and services.  The total USC endowment as of 

6/30/2016, was $655,469,462.  University of South Carolina Endowment Report as of 6/30/16 

 

The SIG analytically reviewed the university’s management controls on the general use of the affiliated 

non-profit funds.  The SIG was not engaged to, nor did it perform an audit of the affiliated foundations. 

 

 

 

 

http://www.sc.edu/about/offices_and_divisions/foundations/documents/2016_endowment_report_november.pdf
http://www.sc.edu/about/offices_and_divisions/foundations/documents/2016_endowment_report_november.pdf
http://osa.sc.gov/wp-content/uploads/2018/02/H2716-CAFR.pdf
http://www.sc.edu/about/offices_and_divisions/foundations/documents/2016_endowment_report_november.pdf
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Detailed below is a description of each USC affiliated foundation and its revenue support provided to the 

university during FY2015-16 as presented in the University FY2016 CAFR. 
 

 The South Carolina Research Foundation - operates as a supporting organization of the university’s teaching, research, and 

public service missions.  The Foundation receives research funding from private sources, and competes for federal funds. 

 

 The USC - School of Medicine Educational Trust – established in 2015 to carry out the purposes of the USC School of 

Medicine. 

 

 The Beaufort-Jasper Higher Education Commission - created in 1994, to provide support to improve the higher 

education opportunities for the citizens and residents of Beaufort and Jasper Counties. 

 

 The USC Development Foundation - operates to promote, and aid scientific research and investigation at USC.  As of 

6/30/2016, the Foundation held approximately $26,405,753 in endowment funds for USC. 

 

 The USC Educational Foundation - established to develop and implement long-range fundraising programs to assist in 

the expansion and improvement of the educational functions of the university.  As of 6/30/2016, the Foundation held 

$277,954,806 in endowment funds for USC. 

 

 The USC Business Partnership Foundation - formed to bring together representatives of business and government to 

assist in the development and effectiveness of management personnel in the State. 

 

 The Greater USC Alumni Association - formed to serve the students after they graduate with job placement, counseling, 

and providing programs of continuing education. 

 

 The USC Upstate Foundation - established to accept gifts for charitable, benevolent, cultural, and education purposes; 

and to provide student housing and other real property for the use and benefit of USC Upstate. 

 

 The USC Upstate Capital Development Foundation - established to accept real property donated to USC Upstate; serve 

as the purchasing agent for property on behalf of USC Upstate; and to manage property under leasing agreements to 

the university. 

 

 The Educational Foundation of the USC - Lancaster operates to support of USC - Lancaster.   

 

               

V. Factors to Consider in Future T&E Policy Development 

 
The USC-BoT expenses reported in the media and athletic event costs, appeared to be lawful expenses of 

USC, a state agency, and were paid in accordance with the university’s established procedures.  As noted 

earlier in this report, the legislative exception and funding practices for IHLs allowed USC to legally establish 

T&E policies to provide generous benefits to its trustees, which does not violate State law. 

 

 

http://osa.sc.gov/wp-content/uploads/2018/02/H2716-CAFR.pdf
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A. Appreciation for USC-BoT Members’ Volunteer Service 

 

The USC-BoT current T&E policies’ benefits showed appreciation to its members who volunteered substantial 

time without compensation for at least four board meetings per year.  These members also donate to the 

university.  Each member’s cumulative gifts and commitment in support of the university totaled more than 

$11.4 million in lifetime giving.  It was noted some members also served on the boards of other university 

foundations, also without compensation, while similar state “Authority” boards receive salaried compensation. 

B. Financial Impact of USC-BoT T&E Expenses as Compared to Benchmarks 

Based on the results of this review, the SIG determined that USC-BoT’s expenses for lodging and meals were 

reasonable when benchmarked in comparison to federal and state guidelines, and in some cases less than the 

federal and state policy.  The university appears to have made considerable efforts to minimize costs relative to 

USC-BoT’s travel expenses in accordance with its normal expense policy. 

C. Reputational Risk Management 

An analysis of the USC-BoT’s current T&E policy benefits would deem them as reasonable; however, its use of 

athletic program funds would be considered conservatively “generous.”  Creating the mere perception of 

wasteful spending or abuse, whether it is real or perceived, damages the trust and confidence of stakeholders, 

which the university needs to navigate in today’s complex and competitive academic environment.  Although 

not expressly required by statute or regulation, it is well understood that governmental decisions should be in 

the public interest, most notably protecting the public trust (i.e., avoid even the appearance of impropriety). (See 

Appendix B - Charleston Post & Courier article) 

VI. Way Forward 

We commend USC for its efforts to develop avenues outside of the university to raise funds to assist in 

furtherance of its mission.  We also commend USC for its’ level of integrity and heightened management 

controls in relationship with its affiliated non-profits.  This provides a reasonable comfort level that its non-

profit funds were budgeted, monitored and distributed toward student aid and the university’s priority mission 

programs in accordance with its established policy and guidelines. 

 

This review found the USC-BoT appeared to have the legal authority to establish its T&E policies, and there 

was no evidence of intentional abuse or wrongdoing. 

 

The university’s sensitivity to USC-BoT’s travel expenses appears to have given considerable efforts to 

minimize costs in accordance with its normal expense policy, with no funds derived from its affiliated non-

profits.  An analysis of the USC-BoT current T&E policy benefits would deem them as reasonable; however, its 

use of athletic program funds would be considered conservatively “generous”; which comes at an opportunity 

cost of using these funds for higher priority needs.  As a result, USC, a state agency, and the USC-BoT, public 

servants, should consider moderating its T&E spending relative to its use of athletic program funds, where these 

funds can be redirected to its core mission. 
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VII. Findings and Recommendations 

 
Finding #1:  There was no evidence of intentional abuse or wrongdoing by the USC-BoT or the University. 

 

Finding #2:  The USC-BoT T&E expense policies and expenses did not violate state law. 

 

Recommendation #2a:  The General Assembly should consider revising its annual budget 

proviso creating an exception for IHL from statewide travel policies by providing guidance or 

monetary limits to prevent reputational damage from the public’s view of real or perceived 

wastefulness from overly generous travel benefits for state officials. 

  

Recommendation #2b:  The General Assembly should consider examining for reasonableness, 

the current statewide travel policy of $25/day in state and $32 out-of-state, which may help 

mitigate the need for the current travel policy exception for IHL. 

 

Finding #3:  The current USC-BoT T&E policies and corresponding costs relative to athletic events were 

inconsistent with USC-BoT’s public nature; as well as, created an opportunity for funds not being available for 

the university’s core mission programs and higher priority needs.  Creating the mere perception of wasteful 

spending or abuse, whether it is real or perceived, damages the trust and confidence of stakeholders. 

 

Recommendation #3:  The university should consider moderating its current T&E policy 

relative to athletic event expenses to optimize their funds towards its core mission programs and 

higher priority needs.    
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University of South Carolina Response 

to the State Inspector General’s Report 

The University of South Carolina appreciates the State Inspector General’s (SIG) comprehensive review of 

Board of Trustees expenses – including the University’s compliance with all relevant state laws, 

regulations, and policies applicable to such expenses – and the University’s management controls on the 

general use of affiliated non-profit (foundation) funds.  

The University takes seriously its fiduciary obligation to manage University resources in a fiscally sound 

and responsible manner.  The University, therefore, values the SIG’s confirmation that with respect to 

Trustee-related expenses and expense policies, the Board at all times acted lawfully and in compliance 

with state laws, and that no evidence of wrongdoing was found.  All Board expenditures were paid solely 

from University-generated revenues – that is, neither state appropriated funds nor funds from USC’s 

affiliated non-profit foundations were used – and Board expenses for lodging and meals were found to be 

“reasonable when benchmarked in comparison to federal and state guidelines, and in some cases [were] 

less than the federal and state policy.”  The SIG’s conclusion that “the university appears to have made 

considerable efforts to minimize costs relative to USC-BoT’s travel expenses in accordance with its normal 

expense policy” demonstrates the University’s commitment to fiscal responsibility. 

The SIG report further recognizes the University’s appropriate stewardship of financial resources available 

to it from University-affiliated foundations.  Foundation funds are not used to pay Board expenses but 

rather are applied in support of the University’s core mission of providing high quality educational 

programs and educational opportunities.  The SIG report notes: “We commend USC for the level of 

integrity and heightened management controls in relation to its affiliated non-profits, which provide a 

reasonable comfort level that its non-profit funds were budgeted, monitored and distributed toward 

student aid, and the university’s priority mission programs in accordance with its established policy and 

guidelines.” 

The SIG report acknowledges the University’s significant impact on the economic success of the State of 

South Carolina.  Citing a 2017 economic impact study, the SIG notes that the eight-campus system “had 

an annual $5.5 billion economic impact on the State, to include an annual net contribution of $3 billion 

and nearly $220 million in annual tax revenue to the State’s economy.  Additionally, the USC athletics 

programs had a $225 million annual economic impact and supported 2,787 jobs, while the university’s 

overall activities accounted for 60,250 jobs.”  Responsibility for governing the complex University 

enterprise rests with the Board of Trustees, consisting of 20 members who generously donate substantial  
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time, without compensation, to oversee the State’s flagship educational institution.  Trustees have also 

made personal donations to the University totaling, according to the SIG, “more than $11.4 million.”  

The obligations of Trustee service include, significantly, promoting and generating support for the 

University, and fundraising, including at athletics and donor events that showcase the University.  The 

University benefits directly from active Trustee involvement and participation in these events; Trustees 

led the University’s recent, successful capital campaign that raised more than $1 billion.  The SIG report 

commends the University “for its’ efforts to develop avenues outside of the university to raise funds to 

assist in furtherance of its mission.”  

The use of athletics-generated funds to pay reasonable expenses associated with Trustee participation in 

donor and athletics events represents a meaningful investment in the advancement and success of the 

University.  The University is mindful, however, of the SIG’s caution that “the mere perception of wasteful 

spending or abuse, whether it is real or perceived, damages the trust and confidence of the stakeholders.”  

Accordingly, the University will continue its commitment to sound financial practices and thoughtful 

consideration of Board expenses.  
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