
Executive Summary 

USC Columbia – Renovation Project Proposal 

The renovation of the former law center building into a new academic teaching center for 
undergraduate labs and other future academic space that was approved by the USC Board of 
Trustees on April 21, 2017.  In their current Master Plan, an 100,000 academic square footage 
shortfall was forecasted by 2014, and this renovation project by adding 103,000 academic 
square feet will address this realized shortfall.  During the planning stage of this project, USC 
Columbia determined that renovating the existing building provided 90,000 additional square 
footage for future academic purposes versus constructing a new building.  A new Master Plan is 
being prepared and is scheduled for completion by December 2017.    

USC Columbia has $96 million in maintenance reserves.  However, deferred maintenance for 
the campus is $189.2 million, a total reserve deficit of $93.2 million.  Although, the maintenance 
reserve does not fully fund the deferred maintenance balance, the university has increased 
Operation & Maintenance of Plant expenses by 12.1% each year over the past ten years, totaling 
$88.1 million in fiscal year (FY) 2016.  The change in net position has averaged $59 million of 
positive change over the past ten years that demonstrates USC Columbia has the ability to 
adequately reserve for maintenance.   

Enrollment is a driving factor in supporting the justification for this project.  Over the past ten 
years, undergraduate enrollment has increased at an average rate of 3.2% and in the past five 
years at a rate of 2.1%.  Total undergraduate enrollment in FY 2016 was 25,556.  Currently, 40% 
of the USC Columbia undergraduate students take a science lab.  The additional 17 labs that will 
be constructed less 3 labs that will be closed will net 14 new labs.  The current lab capacity is 29 
students per lab and the standard lab capacity rate is 19-20 students.  The additional labs will be 
supported by the current capacity backlog coupled with the controlled student enrollment 
growth. 

USC Columbia debt capacity is adequate to take on this additional debt.  The university will 
invest $3.5 million in the renovation with the remaining balance of $43.5 million being financed 
with state institutional bonds (SIB).  If the bond bill is passed, $25 million of this project will be 
paid with bond bill funding and the remaining balance of $18.5 million will be financed by SIBs.  
In the worst case scenario, the university has adequate annual debt capacity prior to this 
issuance of $10.2 million.  The issuance of $43.5 million will create an estimated annual debt 
service of $3 million.   

Budget to actual expenses were consistently unfavorable for nine of the past ten years.  Actual 
revenues exceeded budgeted revenues in eight of the past ten years sufficiently to offset the 
increased expenses.  However, there is a concern about the overall budget approach that 
consistently understates budgeted expenses. 

The overall risk assessment for USC Columbia is moderately low.  Total deferred maintenance 
and the budget to actual expense results are a concern.  However, these risk factors are 
adequately offset by the consistent favorable financial outcomes over the past ten years. 

Agenda Item 7.04.A.3
Finance and Facilities Committee

57



Capital Project Risk Analysis  
 

Institution: USC Columbia   
Capital Project: Classroom/Laboratory Redevelopment 
Date Received: April 6, 2017 
 
Risk: Maintenance  
 How does the institution budget for annual routine maintenance?  
 
USC Columbia has a sizeable maintenance reserve totaling $96 million and expensed $88.1 
million in FY2016.  However, this campus has a deferred maintenance balance totaling $189.2 
million.  Based on the change in net position results over the past ten years, USC Columbia has 
the financial resources to adequately reserve for deferred maintenance coupled with their 
conscious effort to build a reserve balance. 
 
Maintenance Risk Assessment:  Moderately Low Risk 
 
Risk: Source of Funds  
 Readily available and traceable?  
 
The source of funding consists of $3.5 million capital reserves and 43.5 million state institution 
bonds (SIB).  If a bond bill passes, the SIB portion would be 18.5 million while the bond bill 
would pay $25 million.   The most likely scenario is financing $43.5 million with a SIB.  
Currently, USC Columbia has adequate debt capacity to take on this debt.  The total debt 
service for this project is estimated to be $3 million over the 20-year bond term.  Their current 
annual debt service capacity is $10.2 million.  Total available debt is approximately $153 
million with 28% of total debt or $43.5 million being used for this renovation project.  If 
current interest rates remain unchanged, that would leave $109.5 million in available debt 
after this project is financed. 
Athletic debt is $189,955,000 with an available athletic debt capacity of $200 million. 
Total debt capacity before this bond is $163 million and after the bond is $119.5 million. 
 
 Effect on student affordability? 
 
Tuition is a source of funding as it should be for the construction of an academic building.  
There is no need to increase tuition to fund the incurred debt service for this project based on 
Change in Net Position and Enrollment trends.  The risk of Tuition revenue decreasing due to a 
drop in enrollment appears minimal based on the 10-year trend of 3.3% average annual 
increase in enrollment and an 6% Net Tuition Revenue increase over the same period.  
 
Source of Funds Risk Assessment:  Low Risk 
 
Risk: Financial Stability  
 
USC Columbia has consistently shown over the ten-year period from FY 2007 to FY 2016 that 
their institution is financially stable.  There are favorable trends related to increasing Revenue 
that consistently exceeded increasing Expenses, E&G Change in Net Position that has been 
positive each of the past ten years.   
 
Financial Stability Risk Assessment:  Low Risk 

58



Revenue has consistently exceeded Expenses in each of the past ten years.  This is more easily 
observed in the Change of Net Position graphic where there has been a positive change each of 
the ten years that demonstrate sustained fiscal strength and the ability to build adequate 
maintenance reserves. 
 

 

$0

$200,000

$400,000

$600,000

$800,000

$1,000,000

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Revenue Trend

$0

$100,000

$200,000

$300,000

$400,000

$500,000

$600,000

$700,000

$800,000

$900,000

$1,000,000

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Expenses Trend

59



 
  

$0

$20,000

$40,000

$60,000

$80,000

$100,000

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Institutional Change in Net Position

60



Undergraduate enrollment over the past ten years has been steady, averaging 3.3% growth each 
year.  Improved retention and transfer rates have contributed significantly to this sustained and 
consistent growth. 
 

 
 
 
Graduate enrollment has averaged 7% over this ten-year period primarily due to Specialist 
student growth associated with the Law School, Medical School and Pharmacy School. 
 

 
 
Since 40% students use the labs, a modest enrollment growth of 2% will result in average lab 
enrollment growth of 236 students per year over the next 5 years.  In addition, the current 
contact hours per seat in each lab is 29.  The optimal contact hours per seat is 19. The result is 
that lab times are extended to late in the evening to provide the current student enrollment with 
adequate lab class time. 
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Tuition revenue represents on average 36.5% of total revenues.  Net tuition has increased an 
average of 8% over in the ten-year period but is being offset by an average increase of 12% in 
waivers and 17% average increase in abatements over the same period. 
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USC Columbia is making a conscious effort to reduce scholarships most notably for out-of-state 
students.  The premise is that the university will be able to improve net tuition by moving to a 
model where out-of-state students pay for the quality education available at USC Columbia.  
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With the sustained growth, USC Columbia has responsibly maintained their FTE Faculty and 
Staff to FTE Student ratio.  Over the past ten years the ratio has marginally increased from 1:4.1 
to 1:4.4. 

 

 
 
This prudent management should result in more favorable budget to actual expense differences.  
However, actual expenses have exceeded budgeted expenses 9 of the 10 years.  This unfavorable 
outcome has been offset actual revenues exceeding budget revenues in each of the 10 years.  It 
was noted that in FY2016 the expense budget variance was less than 1% and the revenue budget 
variance was less than 2%.  If this more accurate budget outcomes continue, it will allow 
management to forecast and plan more accurately. 
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USC Columbia has made a significant effort in building maintenance and capital reserves of $96 
million.  However, deferred maintenance totaling $189 million has outpaced the reserve balance 
buildup.  If the accuracy of FY2016 budget results continue, maintenance and capital reserves 
increases can be budgeted to align the reserve balance with the deferred maintenance total. 

 

 
 
USC Columbia has adequate debt capacity to absorb the $43.5 million of SIB debt if the bond 
bill is not passed.  The annual debt service capacity prior to this debt is $10.2 million and the 
new debt will require approximately $3 million in debt service.  The remaining debt service 
balance will be $7.2 million or approximately $109.5 million in total debt capacity. 
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Site Plan showing relationship of old Law Center to Existing Science Quad
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