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INDEPENDENT AUDITORS’ REPORT 
 

 
 
Mr. Thomas L. Wagner, Jr., CPA 
State Auditor 
State of South Carolina 
Columbia, South Carolina 
 
We have audited the accompanying balance sheet of the University of South Carolina Department of Athletics - 
Columbia Campus (the Department) as of June 30, 1999, and the related statements of revenues, expenditures and 
transfers, changes in fund balances and cash flows for the year then ended.  These financial statements are the 
responsibility of the management of the University of South Carolina Department of Athletics – Columbia Campus.  Our 
responsibility is to express an opinion on these financial statements based on our audit. 
 
We conducted our audit in accordance with generally accepted auditing standards.  Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.  We believe that our audit provides a 
reasonable basis for our opinion. 
 
As discussed in Note 1, the financial statements of the Department are intended to present the financial position, results 
of operations, and cash flows of only that portion of the funds of the University of South Carolina that is applicable to its 
Department of Athletics – Columbia Campus. 
 
As discussed in Notes 1, 6 and 12, certain assets and the related liabilities from which the Department derives benefits 
are not recorded by the Department but are instead recorded in the University’s endowment and plant funds. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
the University of South Carolina Department of Athletics – Columbia Campus as of June 30, 1999, and the results of its 
operations, and its cash flows for the year then ended in conformity with generally accepted accounting principles. 
 
 



The year 2000 supplementary information on page 22 is not a required part of the basic financial statements but is 
supplementary information required by the Governmental Accounting Standards Board, and we did not audit and do not 
express an opinion on such information.  Further, we were unable to apply to the information certain procedures 
prescribed by professional standards because of the unprecedented nature of the Y2K issue, its effects, the fact that 
authoritative measurement criteria regarding the status of remediation efforts have not been established, and the success 
of remediation efforts will not be fully determinable until the year 2000 and after and because insufficient evidence 
exists to support the disclosures.  In addition, we do not provide assurance that the Department is or will become year 
2000 compliant, that the Department’s year 2000 remediation efforts will be successful in whole or in part, or that parties 
with which the Department does business are or will become year 2000 compliant. 
 
Our audit was made for the purpose of forming an opinion on the financial statements referred to above taken as a whole.  
The supplemental information included in the accompanying schedules is presented for purposes of additional analysis 
and is not a required part of the financial statements.  Such information has been subjected to the auditing procedures 
applied in the audit of the financial statements, and, in our opinion, is fairly stated in all material respects in relation to 
the financial statements taken as a whole. 
 
The information presented in the Other Information section is presented for purposes of additional analysis and is not a 
required part of the financial statements.  Such information has not been subjected to the auditing procedures applied to 
the audit  of the financial statements, and accordingly, we express no opinion on it. 
 
 
 
 
 
 
 
 
 
October 28, 1999 
Charlotte, North Carolina 













The accompanying notes are an integral part of the financial statements. 
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UNIVERSITY OF SOUTH CAROLINA 
DEPARTMENT OF ATHLETICS – COLUMBIA CAMPUS 

 
Statement of Cash Flows, Continued 

For the year ended June 30, 1999 
 
 
 
SUPPLEMENTARY DISCLOSURE OF ACCOUNTING POLICY FOR CAPITAL AND RELATED 
FINANCING ACTIVITIES: 
 

As discussed in Notes 1 and 6, certain assets and the related liabilities from which the Department derives 
benefit have not been included in the accompanying balance sheet but have instead been recorded in the 
University’s plant funds.  Current revenue and expenditures related to those assets specifically associated 
with the Department’s operations have been recorded as revenues and expenditures of the Department.  
Accordingly, certain capital and related financing activities amounting to $319,933 for equipment 
acquisitions are included as operating activities rather than capital and related financing activities on the 
statement of cash flows. 
 
 
 
 
 



-9- 

UNIVERSITY OF SOUTH CAROLINA 
DEPARTMENT OF ATHLETICS – COLUMBIA CAMPUS 

 
Notes to Financial Statements 

 
 

 
 
1. Summary of Significant Accounting Policies: 
 

The following are the significant accounting policies used in preparing the accompanying financial 
statements of the University of South Carolina (the University) Department of Athletics – Columbia 
Campus (the Department). 
 
Reporting Entity – The core of the financial reporting entity is the primary government which has a separately 
elected governing body.  An organization other than a primary government may serve as a nucleus for a reporting 
entity when it issues separate financial statements.  That organization is referred to herein as a primary entity.  Both 
the University and the Department serve as primary entities.  The University, a State supported institution of higher 
education, is subject to the laws of the State and the policies and procedures specified by the State for State agencies 
and institutions.  The University is part of the primary government of the State of South Carolina and its funds are 
included in the State’s Comprehensive Annual Financial Report. 
 
The Department is an auxiliary enterprise fund of the University and includes the intercollegiate athletics programs 
of the University – Columbia Campus only.  Accordingly, the Department treats as expenditures certain payments 
made to retire capital lease obligations which are recorded in the University’s plant funds.  Certain stadium 
admissions taxes and seat assessment and student athletic fees are recorded as revenue by the University in its plant 
fund.  The Department is combined with the other University auxiliary enterprises and included in the University’s 
accounts as follows:  revenue and expenditures are reported separately as unrestricted current funds and assets, 
liabilities and fund balances are combined with other unrestricted funds for reporting purposes. 
 
Within the Department and an integral part thereof is the Gamecock Club (the Club).  The Club is a tax-exempt 
organization under provisions of the Internal Revenue Code 501(c)(3), is governed by a Board of Directors and 
organized to support the intercollegiate athletics programs of the Columbia Campus of the University.  Expenditures 
are made in accordance with the Gamecock Club constitution and by-laws which state that the Club’s purpose is to 
provide funds for athletic scholarships, operating expenditures of the Club, and projects and other needs consistent 
with the policy of promoting the athletic affairs of the University.  The Gamecock Club’s Board of Directors 
forwards its budget proposal recommendations to the Intercollegiate Activities Committee of the University’s Board 
of Trustees.  Adherence to line items of the budget by the Gamecock Club is not required by the University’s Board. 
 
Accrual Basis of Accounting – The financial statements of the Department have been prepared on the accrual basis 
in accordance with accounting practices customarily followed by governmental educational institutions.  Revenues 
are reported in the accounting period when earned and expenditures are reported as the materials or services are 
received or when incurred.  Transfers are reported when made. 
 
In addition, the Department has elected to present a statement of cash flows prepared in conformity with the 
requirements for such a statement for governmental proprietary funds. 
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UNIVERSITY OF SOUTH CAROLINA 
DEPARTMENT OF ATHLETICS – COLUMBIA CAMPUS 

 
Notes to Financial Statements, Continued 

 
 

 
 

1. Summary of Significant Accounting Policies, continued: 
 

Endowment Income – Income earned on these funds is recorded as endowment income by the Department; 
however, endowment principal is not included in the assets of the Department.  The endowment principal has been 
reported as an asset of the University’s endowment fund. 
 
Prepaid Items – Expenditures for services paid for in the current or prior fiscal years and benefiting more than one 
accounting period are allocated among accounting periods. 
 
Deferred Revenues – Deferred revenues consist of receipts collected in advance which amounts have not yet been 
earned primarily for football ticket sales.  Other deferred revenues consist primarily of advance collections for 
special seating areas for athletic events.  Amounts are recognized as revenue when the event has occurred. 
 
Budget – The Department’s operating budget is approved by the University’s Intercollegiate Activities Committee 
of the Board of Trustees and the University’s full Board of Trustees. 
 
Fund Accounting – In order to ensure observance of limitations and restrictions placed on the use of resources 
available to the Department, the accounts are maintained in accordance with the principles of fund accounting.  This 
is the procedure by which resources for various purposes are classified for accounting and reporting purposes into 
funds that are in accordance with specified activities or objectives.  Separate accounts are maintained for each fund; 
however, in the accompanying financial statements, the various funds comprising the Department have been 
combined because they had similar characteristics. 
 
Other University Funds  – Certain assets and liabilities from which the Department derives a benefit have not been 
included in the accompanying balance sheet but have instead been recorded in the University’s endowment and 
plant funds.  Current revenues, expenditures and transfers related to those assets and liabilities specifically 
associated with the Department’s operations have been recorded as revenues and expenditures in the accompanying 
financial statements of the Department. 
 
Cash and Cash Equivalents – The amounts shown in the financial statements as “cash and cash equivalents” 
represent petty cash, cash on deposit with the State Treasurer, and cash invested in various instruments by the State 
Treasurer as part of the State’s cash management pool. 
 
Most State agencies including the University participate in the cash management pool.  Because the cash 
management pool operates as a demand deposit account, amounts invested in the pool are classified as cash and cash 
equivalents.  The State Treasurer administers the cash management pool.  The pool includes some long-term 
investments such as obligations of the United States and certain agencies of the United States, obligations of the 
State of South Carolina and certain of its political subdivisions, certificates of deposit, collateralized repurchase 
agreements, and certain corporate bonds.  For credit risk information pertaining to the cash management pool, see 
the deposits disclosure in Note 2. 
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UNIVERSITY OF SOUTH CAROLINA 
DEPARTMENT OF ATHLETICS – COLUMBIA CAMPUS 

 
Notes to Financial Statements, Continued 

 
 

 
 
1. Summary of Significant Accounting Policies (Continued): 
 

Cash and Cash Equivalents (Continued) – The State’s cash management pool consists of a general deposit 
account and several special deposit accounts.  The State records each fund’s equity interest in the general deposit 
account; however, all earnings on that account are credited to the General Fund of the State.  Investments in the pool 
are recorded at fair value.  Interest earned by the University’s special deposit accounts is retained by the University.  
Interest earned is allocated based on the percentage of the University’s accumulated daily interest receivable to the 
total undistributed interest received by the pool   
 
Accrued Compensated Absences – Generally all permanent full-time State employees and certain part-time 
employees scheduled to work at least one-half of the agency’s workweek are entitled to accrue and carry forward at 
calendar year-end maximums of 180 days sick leave and 45 days annual vacation leave, except that faculty members 
do not accrue annual leave.  Upon termination of State employment, employees are entitled to be paid for 
accumulated unused annual vacation leave up to the maximum, but are not entitled to any payment for unused sick 
leave.  The compensated absences liability includes accrued annual leave earned for which the employees are 
entitled to paid time off or payment at termination.  The University calculates the compensated absences liability 
based on recorded balances of unused leave for which the employer expects to compensate employees through paid 
time off or cash payments.  The liability is inventoried at fiscal year-end current salary costs and the cost of the 
salary-related benefit payments.  The net change in the liability is recorded in the current year under personnel 
expenditures. 
 
Income Taxes – The University and its Department of Athletics are a part of the primary government of the State of 
South Carolina and are consequently exempt from Federal and State income taxes. 
 
An annual tax return of an organization exempt from income tax is filed to report the operations of the Gamecock 
Club of the University. 
 
Use of Estimates – The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported amounts and 
disclosures.  Accordingly, actual results could differ from those estimates. 
 
Other Significant Accounting Policies  – Other significant accounting policies are set forth in the other notes to the 
financial statements. 
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UNIVERSITY OF SOUTH CAROLINA 
DEPARTMENT OF ATHLETICS – COLUMBIA CAMPUS 

 
Notes to Financial Statements, Continued 

 
 

 
 
6. Remittances and Transfers to the University: 
 

The Department collects, as a bond seat assessment, a debt service tax on each football ticket sold and 
remits such taxes to the University.  The taxes are to be used by the University to fund the cost of the 
related debt service.  The University accounts for these taxes in the University’s plant fund.  Such 
amounts collected by the Department and remitted to the University for debt service, totaled $1,146,678 
and is not included in admissions revenue in the accompanying financial statements. 
 
The Department also collects a State admission tax on tickets sold which it remits to the State upon 
collection and an academic scholarship fee of $5 per ticket for tickets sold to the USC-Clemson football 
game, every even-numbered fiscal year, when the game is hosted by the University.  The Department 
remits this academic scholarship fee to the University upon collection.  Admissions revenue is presented 
in the accompanying financial statements net of $362,692 for state admission tax collected.  There were 
no scholarship fees collected in fiscal year 1999 since Clemson hosted the game in November, 1998. 
 
The University Board of Trustees adopted a bond resolution during the year ended June 30, 1999 which, 
among other things, provided for the University to maintain a special student fee in amount sufficient to 
make the debt service payments on Department-related debt.  The University accounts for these fees in 
the University’s plant fund.  The total amount collected by the University was $593,738 for the year 
ended June 30, 1999.  The University’s plant fund earned interest on these debt service funds of $62,825 
for the year ended June 30, 1999.  Student athletic fees revenue is reported net of the $593,738 special 
student fee in the accompanying financial statements. 
 
In addition to the above remittances, the Department made certain transfers to the University as detailed 
in the financial statements. 
 
Beginning with the 1994-1995 fiscal year, the Department was obligated to remit approximately $500,000 
to the University to pay for various University services which benefit the Department.  The $500,000 is 
included in general administration expenditures. 
 

7. Gamecock Club (The Club): 
 

Specific provisions govern the use of excess revenue over expenditures for the Club.  Revenue and 
expenditures for the Club amounted to $8,725,028 and $7,598,617 respectively, and are included in the 
accompanying financial statements.  Such revenues include $8,023,854 of contributions by Club members 
and $701,174 from other sources, principally gifts-in-kind income and endowment and investment 
income.  
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UNIVERSITY OF SOUTH CAROLINA 
DEPARTMENT OF ATHLETICS – COLUMBIA CAMPUS 

 
Notes to Financial Statements, Continued 

 
 

 
 
7. Gamecock Club (The Club), continued: 
 

The Department recognizes revenue from pledges when collected.  Outstanding pledges to the Club as of 
June 30, 1999 amounted to approximately $1,586,000.  These pledges are due in the next fiscal year; and 
no estimate has been made for uncollectible pledges. 
 

8. Pension Plans: 
 

The majority of employees of the Department are covered by a retirement plan through the South 
Carolina Retirement System (SCRS), a cost-sharing multiple-employer defined benefit pension plan 
administered by the Retirement Division of the State Budget and Control Board, a public employee 
retirement system.  Generally all State employees are required to participate in and contribute to the 
SCRS as a condition of employment unless exempted by law as provided in Section 9-1-480 of the South 
Carolina Code of Laws.  This plan provides retirement annuity benefits as well as disability, cost of living 
adjustment, death, and group-life insurance benefits to eligible employees and retirees. 
 
The Retirement Division maintains four independent defined benefit plans and issues its own publicly 
available Comprehensive Annual Financial Report (CAFR) which includes financial statements and 
required supplementary information.  A copy of the separately issued CAFR may be obtained by writing 
to the Retirement Division, 202 Arbor Lake Drive, Columbia, South Carolina  29223.  Furthermore, the 
Division and the four pension plans are included in the CAFR of the State of South Carolina. 
 
Under the SCRS, employees are eligible for a full service retirement annuity upon reaching age 65 or 
completion of 30 years credited service regardless of age.  The benefit formula for full benefits effective 
since July 1, 1989, for the SCRS is 1.82 percent of an employee’s average final compensation multiplied 
by the number of years of credited service.  Early retirement options with reduced benefits are available 
as early as age 55.  Employees are vested for a deferred annuity after five years service and qualify for a 
survivor’s benefit upon completion of 15 years credited service.  Disability annuity benefits are payable to 
employees totally and permanently disabled provided they have a minimum of five years credited service.  
A group-life insurance benefit equal to an employee’s annual rate of compensation is payable upon the 
death of an active employee with a minimum of one year of credited service. 
 
Since July 1, 1988, employees participating in the SCRS have been required to contribute 6 percent of all 
compensation.  Effective July 1, 1998, the employer contribution rate became 9.58 percent which 
included a 2.03 percent surcharge to fund retiree health and dental insurance coverage.  The Department’s 
actual contributions to the SCRS for the years ended June 30, 1999, 1998 and 1997 were approximately 
$268,558, $230,922 and $209,000 respectively, and equaled the required contributions of 7.55 percent 
(excluding the surcharge) for each year.  Also, the Department paid employer group-life insurance 
contributions of approximately $5,335 in the current fiscal year at the rate of .15 percent of compensation. 
 
The amounts paid by the Department of pension and group-life benefits are reported as employer 
contribution expenditures within the personnel expenditure category of the Department. 
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UNIVERSITY OF SOUTH CAROLINA 
DEPARTMENT OF ATHLETICS – COLUMBIA CAMPUS 

 
Notes to Financial Statements, Continued 

 
 

 
 
8. Pension Plans, Continued: 
 

Article X, Section 16 of the South Carolina Constitution requires that all State-operated retirement 
systems be funded on a sound actuarial basis.  Title 9 of the South Carolina Code of Laws of 1976, as 
amended, prescribes requirements relating to membership, benefits and employee/employer contributions 
for each retirement system.  Employee and employer contribution rates to SCRS are actuarially 
determined.  The surcharges to fund retiree health and dental insurance are not part of the actuarially 
established rates.  Annual benefits, payable monthly for life, are based on length of service and on 
average final compensation (an annualized average of the employee’s highest 12 consecutive quarters of 
compensation). 
 
The Systems do not make separate measurements of assets for individual employers.  Under Title 9 of the 
South Carolina Code of Laws, the Department’s liability under the plans is limited to the amount of 
contributions (stated as a percentage of covered payroll) established by the State Budget and Control 
Board.  Therefore, the Department’s liability under the pension plans is limited to the amounts 
appropriated thereof in the South Carolina Appropriation Act and amounts from other applicable revenue 
sources.  Accordingly, the Department recognizes no contingent liability for unfunded costs associated 
with participation in the plans. 
 
At retirement, employees participating in the SCRS may receive additional service credit for up to 90 
days for accumulated unused sick leave. 
 
Certain State employees may elect to participate in the Optional Retirement Program (ORP), a defined 
contribution plan.  The ORP was established in 1987 under Title 9, Chapter 17, of the South Carolina 
Code of Laws.  The ORP provides retirement and death benefits through the purchase of individual fixed 
or variable annuity contracts which are issued to, and become the property of, the participants.  The State 
assumes no liability for this plan other than for payment of contributions to designated insurance 
companies. 
 
ORP participation is limited to faculty and administrative staff of the State’s four-year higher education 
institutions who meet all eligibility requirements for membership in the SCRS.  To elect participation in 
the ORP, eligible employees must irrevocably waive SCRS membership within their first ninety days of 
employment. 
 
Under State law, contributions to the ORP are required at the same rates as for the SCRS, 7.55 percent, 
plus the retiree surcharge of 2.03 percent from the employer in fiscal year 1999. 
 
Certain of the Department’s employees have elected to be covered under optional retirement plans.  For 
the fiscal year, total contribution requirements to ORP were approximately $178,963 from the 
Department as employer (excluding the surcharge) and $142,222 from its employees as plan members.  In 
addition, the Department paid approximately $3,557 for group-life insurance coverage for these 
employees.  All amounts were remitted to the South Carolina Retirement Division for distribution to the 
respective annuity policy providers. 
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Notes to Financial Statements, Continued 

 
 

 
 
9. Post-employment and Other Employee Bene fits: 
 

In accordance with the South Carolina Code of Laws and the annual Appropriation Act, the State of South 
Carolina provides certain health care, dental, and life insurance benefits to active and certain retired State 
employees and certain surviving dependents of retirees.  All permanent full-time and certain permanent 
part-time employees of the Department are eligible to receive these benefits.  The State provides post-
employment health and dental benefits to employees who retire from State service or who terminated with 
at least 20 years of State service who meet one or more of the eligibility requirements, such as age, length 
of service, and hire date.  Generally those who retire must have at least 10 years of retirement service 
credit to qualify for State-funded benefits.  Benefits are effective at date of retirement when the employee 
is eligible for retirement benefits. 
 
These benefits are provided through annual appropriations by the General Assembly to the Department 
for its active employees and to the State Budget and Control Board for all participating State retirees 
except the portions funded through the pension surcharge and provided from other applicable sources of 
the Department for its active employees who are not funded by State General Fund appropriations.  The 
State finances health and dental plan benefits on a pay-as-you-go basis.  Currently, approximately 18,900 
State retirees meet these eligibility requirements. 
 
The Department recorded employer contributions expenditures within the functional expenditure 
categories for these insurance benefits for active employees in the approximate amount of $296,213 for 
the year ended June 30, 1999.  As discussed in Note 8, the Department paid approximately $120,327 
applicable to the 2.03% surcharge included with the employer contributions for retirement benefits.  
These amounts were remitted to the South Carolina Retirement Systems for distribution to the Office of 
Insurance Services for retiree health and dental insurance benefits. 
 
Information regarding the cost of insurance benefits applicable to Department retirees is not available.  By 
State law, the Department has no liability for retirement benefits.  Accordingly, the cost of providing 
these benefits for retirees is not included in the accompanying financial statements. 
 
In addition, the State General Assembly periodically directs the Retirement Systems to pay supplemental 
(cost of living) increases to retirees.  Such increases are primarily funded from Systems’ earnings; 
however, a portion of the required amount is appropriated from the State General Fund annually for the 
SCRS benefits. 
 

10. Deferred Compensation Plans: 
 

Several optional deferred compensation plans are available to State employees and employers of its 
political subdivisions.  Certain employees of the Department have elected to participate.  The multiple -
employer plans, created under Internal Revenue Code Section 457, 401(k) and 403(b), are accounted for 
as agency funds of the State and included in the Comprehensive Annual Financial Report of the State of 
South Carolina.  Employees may withdraw the current value of their contributions prior to termination if 
they meet requirements specified by the applicable plan. 
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Notes to Financial Statements, Continued 

 
 

 
 
10. Deferred Compensation Plans, Continued: 
 

Compensation deferred under the Section 401(k) and 403(b) plans is placed in trust for the contributing 
employee.  The State has no liability for losses under the plans. 
 
On August 20, 1996, the provisions of Internal Revenue Code Section 457 were amended by adding 
subsection (g).  That subsection provides that new plans will not be considered eligible plans unless all 
assets and income of the plans are held in trust for the exclusive benefit of the participants and their 
beneficiaries.  Existing plans also must comply with this requirement by January 1, 1999.  South 
Carolina’s plan adopted this change effective July 24, 1998. 
 

11. Leases: 
 

The Department leases parking spaces for home football games under the following long-term operating 
leases: 
 
Lease dated March 1, 1995, amended February 13, 1997, with The South Carolina Educational Television 
Commission (ETV) for 176 parking spaces during the home football games at $75 per space per year.  
The lease runs until February 28, 2004 and provides for an increase in the rate of not more than ten 
percent per year.  The expenditure for the year ended June 30, 1999 was $13,200 under this lease. 
 
Lease dated August 6, 1986 with the State Agricultural and Mechanical Society for use of the State 
fairgrounds for parking during home football games.  The agreement provides for the payment of $8,500 
per home game except those played during the State Fair when no payment shall be made.  There are 
usually six or seven home games and can be as many as two games during the State Fair.  The annual cost 
would range from $34,000 for four home games to $59,500 for seven home games.  The expenditure for 
the year ended June 30, 1999 was $42,500 under this lease. 
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Notes to Financial Statements, Continued 

 
 

13. Transactions with State Entities, continued: 
 

The Department had financial transactions with various State agencies during the fiscal year.  Payments 
were made to divisions of the State Budget and Control board for retirement and insurance plans 
contributions, surplus property disposal fees, insurance coverage, and telephone and interagency mail 
services.  Payments were also made to other agencies for unemployment and workers’ compensation 
coverage for employees.  The amounts of 1999 expenditures applicable to these transactions are not 
readily available. 
 
The Department provided no services free of charge to other State agencies during the fiscal year. 
 

14. Risk Management: 
 

Insurance Coverage – The Department is exposed to various risks of loss and maintains State or 
commercial insurance coverage for each of those risks except business interruption insurance.  
Management believes such coverage is sufficient to preclude any significant uninsured losses for the 
covered risks.  There were no significant reductions in insurance coverage from coverage in the prior 
year.  Settled claims have not exceeded this coverage in any of the past three years.  The Department pays 
insurance premiums to certain other State agencies and commercial insures to cover risks that may occur 
in normal operations.  The insurers promise to pay to or on behalf of the insured for covered economic 
losses sustained during the policy period in accord with insurance policy and benefit program limits. 

 
State management believes it is more economical to manage certain risks internally and set aside assets 
for claim settlement.  Several State funds accumulate assets and the State itself assumes substantially all 
risks for the following: 
 
a) Claims of State employees for unemployment compensation benefits (Employment Security 

Commission); 
b) Claims of covered employees for workers’ compensation benefits for job-related illnesses or injuries 

(State Accident Fund); 
c) Claims of covered public employees for health and dental insurance benefits (office of Insurance 

Services); and 
d) Claims of covered public employees for long-term disability and group-life insurance benefits 

(Retirement Systems.) 
 
Employees elect health coverage through either a health maintenance organization or through the State’s 
self-insured plan.  All of the other coverages listed above are through the applicable State self-insured 
plan except dependent and optional life premiums are remitted to commercial carriers. 
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Notes to Financial Statements, Continued 

 
 

 
14. Risk Management, Continued: 
 

The Department and other entities pay premiums to the State’s Insurance Reserve Fund (IRF) which 
issues policies, accumulates assets to cover the risks of loss, and pays claims incurred for covered losses 
related to the following University assets, activities, and/or events: 
 
a) Theft of, damage to, or destruction of assets; 
b) Real property, its contents, and other equipment; 
c) Motor vehicles; 
d) Torts; 
e) Natural disasters; and 
f) Medical malpractice claims against covered hospitals, employees, third-and fourth-year medical 

students, and student health practitioners at student health services. 
 
The IRF is a self-insurer and purchases reinsurance to obtain certain services and specialized coverage 
and to limit losses in the areas of property, boiler and machinery, automobile liability, and medical 
professional liability insurance.  Also, the IRF purchases reinsurance for catastrophic property and 
medical professional liability insurance.  Reinsurance permits partial recovery of losses from reinsurers, 
but the IRF remains primarily liable.  The IRF’s rates are determined actuarially. 
 
State agencies and other entities are the primary participants in the State’s Health and Disability Insurance 
Fund and IRF. 
 
The Department obtains coverage through a commercial insurer for employee fidelity bond insurance for 
all employees for losses arising from theft or misappropriation up to $500,000. 

 
The Department has recorded insurance premium expenditures in the applicable functional expenditure 
categories. 
 
In management’s opinion, claims losses in excess of insurance coverage, if any, are unlikely and, if 
incurred, would be insignificant to the Department’s financial position.  Furthermore, there is not 
evidence of asset impairment or other information to indicate that a loss expenditure and liability should 
be recorded; and, therefore, no loss accrual has been recorded. 
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Year 2000 Issue  
 
The Department is an auxiliary enterprise fund of the primary entity which is the University of South Carolina.  
The Department relies on the University for its accounting and data processing functions.  Accordingly, the year 
2000 issue has an impact on the Department. 
 
The year 2000 (“Y2K”) issue arises because most computer software programs allocate two digits to the year date 
field on the assumption that the first two digits will be 19.  Without reprogramming, such programs will interpret, 
for the example, the year 2000 as the year 1900.  Also, some programs may be unable to recognize that the year 
2000 is a leap year. 
 
The year 2000 issue may affect electronic equipment containing computer chips that have date recognition 
features such as environmental systems, elevators, and vehicles – as well as computer software programs.  In 
addition, the year 2000 issue affects not only computer applications and equipment under the University’s direct 
control but also the systems of other entities with which the University transacts business.  Some of the 
University’s systems/equipment affected by the year 2000 issue are critical to the continued and uninterrupted 
operations of the University. 
 
Because of the unprecedented nature of the Y2K issue, its effects and the success of related remediation efforts 
will not be fully determinable until the year 2000 and thereafter.  Management cannot assure that the University is 
or will be Y2K ready, the University’s remediation efforts will be successful in whole or in part, or that parties 
with whom the University does business will be year 2000 ready. 
 
The University has used current staff to conduct various assessments of Y2K issues.  A project plan for 
remediation of University systems, including timelines, has been developed, costs determined and resources 
allocated.  The University’s Y2K plan includes multiple review steps to achieve compliance in all critical areas.  
Testing of all remediated systems is part of the remediation project plan.  The University has projected that Y2K 
compliance will cost as estimated $1,080,000 and will be funded from current state funds. 
 
Work to address the year 2000 issue with respect to each system critical to conducting operation falls 
predominantly within one of the following stages of work: 
 
1. Awareness stage  – Establishing a budget and project plan for dealing with the year 2000 issue. 
 
2. Assessment stage – Identifying the systems and components for which year 2000 work is needed. 
 
3. Remediation stage – Making changes to systems/equipment. 
 
4. Validation/testing stage – Validating and testing changes that were made during the remediation stage. 
 
At June 30, 1999, the University had completed the awareness, assessment, and remediation stages and was 
performing, or had completed, validation/testing work for mission-critical systems and equipment relating to the 
following:  accounting, payroll, budgeting, receivables, debt management, facilities, human resource 
management, student information, telephone, purchasing, University Advancement. 
 
The University is making contingency plans for the possible failure of computer systems and embedded devices 
and also for possible interruptions to the University’s business.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL 
 
 
 
 
Mr. Thomas L. Wagner, Jr., CPA 
State Auditor 
State of South Carolina 
Columbia, South Carolina 
 
In planning and performing our audit of the financial statements of the University of South Carolina 
Department of Athletics – Columbia Campus for the year ended June 30, 1999, we considered its 
internal control in order to determine our auditing procedures for the purpose of expressing our 
opinion on the financial statements and not to provide assurance on the internal control. 
 
A material weakness is a reportable condition in which the design or operation of one or more of the 
internal control components does not reduce to a relatively low level the risk that misstatements 
caused by error or fraud in amounts that would be material in relation to the financial statements 
being audited may occur and not be detected within a timely period by employees in the normal 
course of performing their assigned functions. 
 
Our consideration of internal control would not necessarily disclose all matters in the internal control 
that might be reportable conditions and, accordingly, would not necessarily disclose all reportable 
conditions that are also considered to be material weaknesses as defined above.  However, we noted 
no material weaknesses in the Department’s system of internal control. 
 
This report is intended solely for the information and use of the audit committee, management, and 
others within the organization. 
 
 
 
 
 
 
 
 
 
October 28, 1999 
Charlotte, North Carolina 
 



 

 
 
 
 
 
 
 
 

LETTER OF COMMENT 
 
 
 
 
There were no material weaknesses noted in the Department’s system of internal control and we have 
communicated to management that fact in an exit conference. 
 
There were no management letter comments made in the audit report for June 30, 1998. 


