
 
 

 

   
 

   

 

 

 

SPECIAL INVESTIGATIVE REPORT  

REGARDING ALLEGATIONS OF IMPROPRIETY  

BY DR. C. KERN WILDENTHAL  

RELATING TO TRAVEL AND ENTERTAINMENT EXPENSES  

PAID FOR BY  

UNIVERSITY OF TEXAS SOUTHWESTERN MEDICAL CENTER 
 
 
 
 
 
 

by 
Paul Hastings LLP 

 
 
 
 
 
 
 
 
 

April 23, 2012 
 
 



TABLE OF CONTENTS 
Page 

 -ii-  
 

 INTRODUCTION ............................................................................................................. 1 

I. EXECUTIVE SUMMARY ............................................................................................... 2 

II. THE DMN INVESTIGATION.......................................................................................... 5 

III. DR. WILDENTHAL’S SPENDING OF UTSW FUNDS AND 
DOCUMENTATION AND OVERSIGHT BY UT SYSTEM AND UTSW ................... 6 

A. Dr. Wildenthal exercised questionable judgment in making discretionary 
decisions on spending within UTSW’s broad mandate. ........................................ 7 

1. Dr. Wildenthal’s Position at UTSW, Broad Spending Mandate and 
Conduct ...................................................................................................... 7 

2. Dr. Wildenthal’s Well-Defined Fundraising Strategy and Gifts of 
Appreciation to Donors .............................................................................. 9 

B. UT System and UTSW had policies and procedures in place governing the 
approval, documentation, reporting and auditing of Dr. Wildenthal’s travel 
and entertainment expenses. ................................................................................ 10 

1. Travel Authorizations .............................................................................. 10 

2. Business Purpose for Travel .................................................................... 10 

3. Documentation of Travel Expenditures ................................................... 12 

4. Spousal Travel ......................................................................................... 12 

5. Entertainment Expenses ........................................................................... 13 

C. UT System’s policies and procedures governing Dr. Wildenthal’s 
spending were adequate but not enforced at UTSW. ........................................... 14 

1. Travel Authorizations .............................................................................. 14 

2. Travel Expenses ....................................................................................... 15 

3. Entertainment Expenses ........................................................................... 16 

D. Dr. Wildenthal’s spending was not sufficiently documented to show the 
business purpose and benefit to UTSW, and as a result it was not subjected 
to meaningful review. .......................................................................................... 16 

1. The DMN alleged that there was insufficient substantiation of 
business purpose for Dr. Wildenthal’s trip to Copenhagen in 
September and October 2008. .................................................................. 17 

2. The DMN alleged that there was insufficient substantiation of 
business purpose for Dr. Wildenthal’s trip to a conference in Nice 
in June 2009. ............................................................................................ 17 

3. The DMN alleged that there was insufficient substantiation of 
business purpose for Dr. Wildenthal’s trip to New Zealand in 
January 2010. ........................................................................................... 19 



TABLE OF CONTENTS 
Page 

 -iii-  
 

4. The DMN alleged that there was insufficient substantiation of 
business purpose for Dr. Wildenthal’s trips to England in February 
2009 and May 2009. ................................................................................ 20 

a. Dr. Wildenthal’s Trip to England: February 2009 ....................... 20 

b. Dr. Wildenthal’s Trip to England: May 2009 .............................. 20 

5. The DMN alleged that there was insufficient substantiation of 
business purpose for Dr. Wildenthal’s trips to Raleigh-Durham 
between 2004 and 2010. .......................................................................... 21 

6. The DMN alleged that there was insufficient substantiation of 
business purpose for Dr. Wildenthal’s trips to England in 2006 and 
2007 for partnership discussions with St. Mark’s Hospital. .................... 21 

7. The DMN alleged that Dr. Wildenthal’s involvement with and 
expenditures relating to Robert Lloyd did not have a legitimate 
business purpose. ..................................................................................... 22 

8. The DMN alleged that there was insufficient substantiation of 
business purpose for Dr. Wildenthal’s travel to Barcelona in 
September 2005. ...................................................................................... 22 

E. UT System and UTSW audits failed to alert officials at UT System or 
UTSW that there were risks related to Dr. Wildenthal’s spending and 
expense documentation ........................................................................................ 23 

1. Audit System ............................................................................................ 23 

a. UT System ................................................................................... 23 

b. UTSW .......................................................................................... 24 

2. Quarterly Reports ..................................................................................... 24 

3. Annual Audit of Presidential Expenses ................................................... 25 

a. May 2006 Audit of UTSW .......................................................... 26 

b. November 2006 Audit of UTSW ................................................. 27 

c. December 2007 Audit of UTSW ................................................. 27 

4. Special Audits Conducted of UTSW by UT System ............................... 27 

a. January 2008 Audit of UTSW ..................................................... 28 

b. March 2008 Audit of UTSW ....................................................... 28 

c. December 2008 Audit of UTSW ................................................. 29 

5. Audit Committees at UT System Institutions .......................................... 31 

F. UTSW’s manner of accounting for and acknowledging Dr. Wildenthal’s 
donations was inadequate, at times resulting in inaccurate gift letters being 
issued to him. ....................................................................................................... 32 



TABLE OF CONTENTS 
Page 

 -iv-  
 

1. UT System Policies on Gifts Acceptance ................................................ 32 

a. Donation Acknowledgements ...................................................... 32 

b. Protection of Donor Identities ...................................................... 33 

c. Donations for Unreimbursed Expenses ....................................... 33 

d. Non-Cash Donations .................................................................... 33 

2. Dr. Wildenthal’s Donations for Official Travel Expenses ....................... 34 

3. Dr. Wildenthal’s Donations for Spousal Travel ...................................... 36 

4. Dr. Wildenthal’s Non-Cash Donations .................................................... 39 

G. UT System’s policies and procedures governing acceptance of anonymous 
donations were adequate but not followed at UTSW. ......................................... 40 

1. UT System and its institutions have policies and procedures in 
place for accepting anonymous donations ............................................... 40 

2. Dr. Wildenthal personally accepted donations from an anonymous 
donor ........................................................................................................ 40 

3. Dr. Wildenthal personally received donation acknowledgement 
letters when he accepted and submitted anonymous donations to 
UTSW ...................................................................................................... 41 

4. Dr. Wildenthal’s and UTSW’s handling of the anonymous 
donations was problematic ....................................................................... 41 

IV.  CONCLUSIONS AND RECOMMENDATIONS .......................................................... 43 

 
 



 
 
 
 

 

INTRODUCTION 

 Pursuant to the charge given by the Office of General Counsel, the University of Texas 
System (“UT System”), Paul Hastings LLP has conducted an internal investigation and submits 
this special internal inquiry report of factual findings, conclusions and recommendations (the 
“Report”).    

 On November 10, 2011, Barry D. Burgdorf, UT System’s General Counsel, contacted 
Kenneth M. Breen,1 a Partner and internal investigations specialist at Paul Hastings, and advised 
that concerns had been raised by members of the media, in ongoing litigation, by the Texas State 
Auditors’ Office, and by the public with regard to Dr. C. Kern Wildenthal, the former President 
of University of Texas Southwestern Medical Center (“UTSW”) and current special assistant to 
the President at UTSW.   

 Since early 2008, Dallas Morning News (“DMN”) reporters had been investigating 
whether Dr. Wildenthal had engaged in misconduct relating to travel and entertainment expenses 
paid for by UTSW, and whether UTSW had failed to document and otherwise oversee such 
spending.  Over the last several years, UTSW had provided numerous documents to the DMN 
and other media outlets in response to a series of open records requests.  The DMN reporters had 
interviewed Dr. Wildenthal, on three separate occasions, as well as other UT System and UTSW 
officials.  Most recently, the DMN reporters sent a letter to Dr. Wildenthal that contained a series 
of conclusions that the DMN suggested it was prepared to publish in an article.2  As of the 
submission of the Report, the DMN has not published the anticipated article. 

 Mr. Burgdorf requested a full internal investigation and report with regard to these issues, 
and he pledged the cooperation of the UT System and UTSW in all respects, including in 
gathering documents and arranging for interviews of Dr. Wildenthal and various other witnesses.    

 Our investigation and Report, while focused to some degree by the inquiries from the 
DMN, is not intended as a response to any article or articles that the DMN may or may not 
publish.  We focused on the underlying issues that relate to UT System, UTSW and Dr. 
Wildenthal’s role and conduct as President and later as special assistant to the President of 
UTSW.  We did not inquire of Dr. Wildenthal with regard to personal matters, such as the 
manner in which he handled his personal tax returns, as we considered such issues beyond the 
scope of our mandate.  Accordingly, the Report does not address every issue raised by the DMN; 
rather, it addresses only those that are material to the desire of UT System and UTSW to 
understand the issues that have been raised and to take remedial action if appropriate under the 
circumstances. 

                                                 
1 Phara Guberman, an Associate at Paul Hastings, also contributed to the Report.  Mr. Breen’s 
biography and Ms. Guberman’s biography are attached hereto as Exhibit 1.  Paul Hastings 
enlisted the help of J. Allen Kosowsky, CPA, an external tax consultant.  Mr. Kosowsky’s 
biography is attached hereto as Exhibit 2.   
2 Dr. Wildenthal informed officials at UT System of his receipt of this letter from the DMN and 
provided UT System with a copy of it. 
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I. 
EXECUTIVE SUMMARY 

 We conducted an internal investigation regarding whether Dr. Wildenthal had engaged in 
misconduct relating to travel and entertainment expenses paid for by UTSW, and whether UT 
System and UTSW had failed to document and otherwise oversee such spending.   

 In investigating the full panoply of related issues,3 among others, we focused on the 
following specific areas of inquiry: 

- The principal purpose for Dr. Wildenthal’s travel and the sufficiency of documentation 
for such travel; 

- The sufficiency of documentation for Dr. Wildenthal’s entertainment expenses; 

- The adequacy of the policies and procedures of UT System and UTSW with regard to 
travel expenses, entertainment expenses and in-kind donations; 

- The process and procedures by which UTSW approves, pays and reimburses expenses 
for travel and entertainment; 

- The process and procedures by which audits are conducted of UTSW;  

- Donations made by Dr. Wildenthal to UTSW and the process and procedures by which 
UTSW acknowledges such donations; and 

-  Dr. Wildenthal’s receipt and handling of donations from an anonymous donor. 

 In the course of our internal investigation, we were provided with unfettered access to 
documents and witnesses.  We gathered, reviewed and analyzed over 110,000 pages of relevant 
records and interviewed Dr. Wildenthal and 11 other witnesses, in person and over the phone. 

 As described in additional detail below, we have reached the following findings and 
conclusions: 

1. Dr. Wildenthal exercised questionable judgment in making discretionary 
decisions on spending within UTSW’s broad mandate.   

 Dr. Wildenthal had a broad mandate to spend UTSW funds for fundraising, promotion of 
reputation and recruiting, which largely left Dr. Wildenthal’s travel and entertainment expenses 
to his discretion and judgment.  Dr. Wildenthal’s spending was generally consistent with a well 

                                                 
3 We are aware that the DMN and other media outlets have made other allegations regarding Dr. 
Wildenthal, questioning, for example, his civic memberships and wine purchases.  However, as 
per our mandate, our investigation was limited to the specific areas of inquiry listed in this 
Report. 
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developed and successful fundraising strategy, which focused on a small number of individuals 
with the financial capacity to make large donations.  However, Dr. Wildenthal exercised 
questionable judgment by mingling his business and personal travel and entertainment expenses.  
As a leader of and key official at a public institution, Dr. Wildenthal’s conduct is subject to 
public scrutiny and is inevitably viewed by others at UTSW as an example of how to act.  
Nevertheless, Dr. Wildenthal’s spending at times tested the boundaries of permissible travel and 
entertainment expenses under the UT System and UTSW rules.   

2. UT System and UTSW had policies, procedures and internal controls in 
place governing Dr. Wildenthal’s spending that were adequate but not 
enforced at UTSW.  Most significantly, Dr. Wildenthal’s spending was not in 
all instances sufficiently documented to show the predominant business 
purpose and benefit to UTSW, and as a result it was not subjected to 
meaningful review. 

 UT System and UTSW had adequate policies, procedures and internal controls in place 
that provided a mechanism for approval, documentation, reporting and auditing of Dr. 
Wildenthal’s spending, but they were not enforced at UTSW.  Dr. Wildenthal’s spending was not 
in all instances sufficiently documented to show the predominant business purpose and benefit to 
UTSW, and as a result, it was not subjected to meaningful review.  Dr. Wildenthal’s travel and 
entertainment expense reports frequently contained inadequate information and sometimes did 
not even include a signed acknowledgement by Dr. Wildenthal.  Such expenses were routinely 
approved by UTSW’s Chief Business Officer without any inquiry.  The practices at UTSW 
disregarded UT System policies in place because Dr. Wildenthal was never questioned about the 
adequacy of the listed business purpose for his travel or benefit to UTSW.   

 The investigation revealed too much dependence on the audit process by personnel at 
UTSW.  Individuals responsible for approving presidential expenses admitted to relying on the 
audit process, rather than themselves inquiring about questionable expenses or inadequate 
business purposes for expenses.  Oversight must occur at every level.   

3. UT System and UTSW audits failed to alert officials at UT System or UTSW 
that there were risks related to Dr. Wildenthal’s spending and expense 
documentation. 

 The risk plans outlined by the auditors at the outset of their inquiries, the audits and the 
audit reports were inadequate because they failed to address significant questions related to Dr. 
Wildenthal’s travel and entertainment expenses as President of UTSW.  Robert Rubel, Director 
of Internal Audit at UTSW, who conducted the annual audits of Dr. Wildenthal’s travel and 
entertainment expenses as President of UTSW, never questioned any of Dr. Wildenthal’s travel 
or entertainment expenses.  Charles Chaffin, Chief Audit Executive for UT System, who 
conducted various UT System audits of UTSW, developed significant concerns regarding Dr. 
Wildenthal’s travel and entertainment expenses, but made the decision not to document his 
concerns in various audit reports, including an audit report which described the results of a 
“change in management audit” conducted in December 2008 when Dr. Wildenthal stepped down 
as President of UTSW.  Mr. Chaffin specifically chose not to document his concerns that Dr. 
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Wildenthal’s travel and entertainment expenses had more of a personal benefit than a specific 
business purpose and benefit to UTSW and that Dr. Wildenthal frequently failed to include in the 
documentation of such expenses the names of the donors whom he traveled to see and 
entertained.  Hence, by not asking the right questions or documenting significant findings, the 
auditors failed to alert UT System and UTSW officials to substantial risks and concerns.   

 Since Dr. Wildenthal left the presidency, his travel and entertainment expenses are no 
longer reviewed as part of a formal audit, and his expenses are no longer included in quarterly 
reports.  As such, they are currently not subject to any review beyond the initial approval 
process.  Dr. Wildenthal’s travel and entertainment expenses should be subjected to an 
appropriate level of scrutiny.   

4. UTSW’s manner of accounting for and acknowledging Dr. Wildenthal’s 
donations was inadequate, at times resulting in inaccurate gift letters being 
issued to him. 

 Throughout his employment at UTSW, Dr. Wildenthal frequently made payments to 
UTSW in the amount of his and his wife’s travel and entertainment expenses, for which he had 
been previously reimbursed by UTSW or for which UTSW had paid directly.  These payments 
were always deposited into a gift account at UTSW and Dr. Wildenthal received a donation 
acknowledgement letter for each of these payments.  The donation acknowledgement letters 
failed to note that the payment made by Dr. Wildenthal was for Dr. Wildenthal’s travel, his 
wife’s travel or various entertainment expenses.  There was also no inquiry as to whether the 
payment even related to an expense with a legitimate business purpose. 

 Dr. Wildenthal also made numerous in-kind donations to UTSW, such as donating wine, 
event tickets, furniture and underwriting event costs.  Despite the fact that many valuations of 
Dr. Wildenthal’s in-kind donations were in excess of $5,000, and as such required a donee 
acknowledgement by UTSW, UTSW did not maintain copies of receipts or documentation 
relating to the valuation of these donations.  This practice is inconsistent with UT System policy 
and relevant IRS rules.  Policies, of course, must be appropriately followed and enforced in order 
to be effective.   

5. UT System’s policies and procedures governing the acceptance of anonymous 
donations were adequate but not followed at UTSW. 

 Dr. Wildenthal did not follow UT System’s specific policies and procedures for the 
acceptance of anonymous donations.  Dr. Wildenthal personally accepted gifts from an 
individual who wished to make anonymous donations to UTSW.  Dr. Wildenthal then donated 
the amount he received from the anonymous donor to UTSW, and personally received donation 
acknowledgement letters from UTSW for these donations.  UT System should consider 
amending or expanding its policies and procedures to limit or prohibit the acceptance of 
donations by employees on behalf of UT System institutions. 
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 By personally accepting anonymous donations, Dr. Wildenthal may have also violated 
the UT System policy that forbids the receipt of gifts with a value of $50 or more.  This issue 
requires additional investigation.  

II. 
THE DMN INVESTIGATION 

 In an investigation that began in early 2008 and that was expanded last year, the DMN, in 
conjunction with other local media outlets, targeted Dr. Wildenthal’s tenure at UTSW and his 
spending practices.  At the heart of the DMN’s investigation are allegations that Dr. Wildenthal’s 
documentation for his travel and entertainment expenses was inadequate.  With some of Dr. 
Wildenthal’s travel, allegations involve claims that Dr. Wildenthal’s international business trips 
were more personal than business in nature, and should not have been paid for by UTSW.  
Allegations also involve claims that Dr. Wildenthal’s entertainment expenses and wine purchases 
were inappropriate. 

 The DMN has interviewed Dr. Wildenthal on three separate occasions, i.e., October 14, 
2008, December 23, 2009 and November 29, 2011.  The DMN also sent Dr. Wildenthal a series 
of written questions on September 22, 2011, which focused on Dr. Wildenthal’s job description, 
compensation, tax issues, wine purchases and travel, to which Dr. Wildenthal provided a written 
response.  In addition, the DMN made a series of open records requests pursuant to the Texas 
Public Information Act, in response to which UTSW provided to the DMN approximately 
100,000 pages of documents. 

 The DMN sent a letter to Dr. Wildenthal on November 1, 2011,4 alleging among other 
things that: 

1. UTSW failed to properly oversee Dr. Wildenthal’s spending; 

2. Some of Dr. Wildenthal’s travel costs could have and should have been treated as 
taxable income because the documentation provided by Dr. Wildenthal to UTSW 
did not substantiate a proper business purpose; 

3. Only ten of Dr. Wildenthal’s 171 days of overseas travel between June 2005 and 
December 2010 were “work days;”5 and 

                                                 
4 Attached hereto as Exhibit 3. 
5 The DMN raised this issue in a letter on October 21, 2011, attached hereto as Exhibit 4, and 
referenced the issue again in its letter on November 1, 2011.  During our investigation, we 
verified that Dr. Wildenthal traveled overseas for 171 days between June 2005 and December 
2010.  In total, this travel involved 20 trips, including 18 trips to Europe, one trip to New 
Zealand, and one trip to India.  Dr. Wildenthal responded to this specific allegation on October 
26, 2011 and correctly noted that the Dallas Morning News failed to include travel days in their 
calculation of “work days.”  Dr. Wildenthal’s response letter is attached hereto as Exhibit 5.  The 
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4. If Dr. Wildenthal claimed as charitable deductions any part of the “donations” he 
made to UTSW for his travel expenses, and those travel expenses were not tied to 
a legitimate business purpose, then Dr. Wildenthal acted contrary to the tax code. 

 The DMN has not yet published any articles premised on these allegations.  The 
publication of such articles is most likely imminent.   

III. 
DR. WILDENTHAL’S SPENDING OF UTSW FUNDS AND  

DOCUMENTATION AND OVERSIGHT BY UT SYSTEM AND UTSW 
 
 We fully investigated and analyzed the issues relating to Dr. Wildenthal’s travel and 
entertainment expenses paid for by UTSW, and documentation and oversight of such spending 
by UT System and UTSW.    

 
 We interviewed the following witnesses on the following days: 

 
1) Cyndi Bassel, Vice President for External Affairs at UTSW – February 16, 2012 

2) Charles Chaffin, Chief Audit Executive for UT System – February 14, 2012 

3) Francie Frederick, General Counsel for UT System Board of Regents – February 14, 
2012 

4) Leah Hurley, Vice President for Legal Affairs at UTSW – February 16, 2012 

5) Julie Lynch, Associate Vice Chancellor for Development and Gift Planning Services for 
UT System – March 22, 2012 

6) Dr. Daniel Podolsky, President of UTSW – February 15, 2012 

7) John Roan, former Executive Vice President for Business Affairs at UTSW – February 
15, 2012 

8) Rebecca Rooney, Senior Administrative Associate at UTSW – February 16, 2012 

9) Robert Rubel, Internal Audit Director at UTSW – February 16, 2012 

10) Randa Safady, Ph.D., Vice Chancellor for External Relations for UT System – March 23, 
2012 and April 23, 2012 

11) Dr. Kenneth Shine, Executive Vice Chancellor for Health Affairs for UT System – 
February 14, 2012 

                                                                                                                                                             
relevant travel documents submitted by Dr. Wildenthal show that he designated 64 days as 
vacation days on these trips.    
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12) Dr. Kern Wildenthal, special assistant to the President at UTSW – February 17, 2012 

 We gathered, reviewed and analyzed over 110,000 pages of relevant records, including 
the following documents: 

1) All records provided to the DMN pursuant to their open records requests; 

2) All audit reports and audit work papers; 

3) All donation acknowledgement letters provided to Dr. Wildenthal;   

4) All requests for reimbursement and direct payment of travel and entertainment expenses 
submitted by Dr. Wildenthal, and all underlying documentation for such requests;  

5) All transcripts of the DMN reporters’ interviews of Dr. Wildenthal and other UT System 
and UTSW employees; and 

6) All written correspondence involving Dr. Wildenthal and the DMN.   

 Based on our investigation, we reached the findings and conclusions, and made the 
recommendations, set forth in this Report.6 

 Although our Report is intended to be a final report, as in all such investigations, our 
analysis is based on the facts that we gathered, and different facts could lead to different 
findings, conclusions and recommendations. 

A. DR. WILDENTHAL EXERCISED QUESTIONABLE JUDGMENT IN 
MAKING DISCRETIONARY DECISIONS ON SPENDING WITHIN 
UTSW’S BROAD MANDATE.  

1. Dr. Wildenthal’s Position at UTSW, Broad Spending Mandate and 
 Conduct 

 Dr. Wildenthal served as President of UTSW from 1986 through 2008.  In 2008, he was 
succeeded by Dr. Daniel Podolsky.  Since 2008, Dr. Wildenthal has been allowed to serve as a 
special assistant to the President at UTSW.  He serves as an advisor for tactical and strategic 
decisions.  Dr. Wildenthal’s responsibilities are now to research the history of cardiology and the 
history of UTSW, assist Dr. Podolsky in various matters, develop relationships with UTSW 

                                                 
6 As we were finalizing our Report, we received a copy of a letter dated April 19, 2012, from Dr. 
Wildenthal to Chancellor Francisco Cigarroa, which restated Dr. Wildenthal’s positions on the 
various issues addressed in the Report.  All of the topics discussed in the letter were addressed in 
full during our eight hour interview of Dr. Wildenthal.  We also reviewed the transcripts of the 
DMN reporters’ interviews of Dr. Wildenthal, as well as Dr. Wildenthal’s written submissions to 
the DMN, in which the same issues were addressed.  The letter does not change the findings, 
conclusions and recommendations set forth in the Report.  
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supporters, and raise funds.  Dr. Wildenthal also now serves as the President of the Southwestern 
Medical Foundation.  Dr. Wildenthal has also been involved with numerous civic and cultural 
organizations in Dallas, including The Dallas Opera, where he served on the Board of Directors 
and as Chairman of the Board. 

 Dr. Wildenthal had a broad mandate to spend UTSW funds for fundraising, promotion of 
reputation and recruiting, which largely left Dr. Wildenthal’s travel and entertainment expenses 
to his discretion.  As such, there was a wide range of business purposes that justified the 
spending of UTSW funds.  Of course, not every business purpose was sufficient.  During Dr. 
Wildenthal’s term as President of UTSW, it was he who in practice decided which business 
purposes were sufficient and which were not.  In this regard, Dr. Wildenthal exercised 
questionable judgment. 

 Dr. Wildenthal routinely mingled his personal and business expenses.  Between June 
2005 and December 2010, Dr. Wildenthal took 20 trips outside the United States spanning 171 
days.  UTSW reimbursed or directly paid for some or all of Dr. Wildenthal’s expenses on these 
20 trips.  Dr. Wildenthal officially designated more than one-third of this time during these trips, 
64 days, as personal vacation days.  However, as explained further below, there was no 
legitimate business purpose or benefit to UTSW for some of Dr. Wildenthal’s foreign travel.   

 Dr. Wildenthal’s mingling of business and personal expenses forced him to frequently 
make decisions as to which expenses were for business and which were personal.  Based on our 
investigation, we have concluded that there is a reasonable basis to question some of those 
decisions.  For example, Dr. Wildenthal traveled to New Zealand for more than two weeks in 
January 2010.  The business purpose for this trip, as listed on Dr. Wildenthal’s travel voucher 
form, was to “Visit the Medical School at the University of Otago.”  While on its own, such a 
visit may qualify as a legitimate business purpose, the primary purpose of this trip does not 
appear to have been business.  Dr. Wildenthal designated more days on this trip as vacation days 
than as work days, and he traveled with his family throughout New Zealand.  UTSW reimbursed 
Dr. Wildenthal for $7,646.60, the cost of his airfare and six nights at a hotel.  While Dr. 
Wildenthal later made a donation to UTSW for this exact amount, the fact remains that he should 
never have submitted nor should UTSW have paid for these travel expenses.   

 In another instance, Dr. Wildenthal traveled to France and Spain with his wife in 
September 2005.  As part of his business purpose for this trip, Dr. Wildenthal explained that he 
toured the Barcelona Opera House to view its new construction because UTSW was undergoing 
its own construction projects at the time.  This is not a legitimate business purpose.  Dr. 
Wildenthal split his time on this trip almost equally between work days and vacation days.  Dr. 
Wildenthal was reimbursed by UTSW for both his and his wife’s travel expenses.  While Dr. 
Wildenthal made a donation to UTSW for some of his and his wife’s travel expenses, the fact 
remains that at least some of these expenses should never have been submitted to or paid for by 
UTSW.  

 As the President of UTSW and as special assistant to the President, Dr. Wildenthal 
played a public role at a revered public institution.  Dr. Wildenthal is no doubt viewed by many 
as a steward of public funds, despite the fact that his travel and entertainment expenses were paid 
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for from accounts funded with private unrestricted donations.  In the eyes of UTSW’s 
employees, Dr. Wildenthal was a leader to whom they should have been able to look for 
exemplary behavior.  Dr. Wildenthal had the opportunity to conduct himself in a manner that 
would fall outside the bounds of reasonable criticism.  Rather than doing so, he engaged in 
spending that tested the boundaries of permissible travel and entertainment expenses under the 
UT System and UTSW rules.  In this respect, Dr. Wildenthal exercised questionable judgment. 

2. Dr. Wildenthal’s Well-Defined Fundraising Strategy and Gifts of  
 Appreciation to Donors 

 Over the course of his presidency, Dr. Wildenthal raised UTSW’s endowment from $42 
million to $1.2 billion.  Fundraising was and continues to be a priority for Dr. Wildenthal.  Dr. 
Wildenthal has conducted most of the fundraising for UTSW himself through the solicitation of 
major gifts.  Dr. Wildenthal’s strategy was to focus on large gifts from a limited number of 
individuals.    

 Because of the significant donations that Dr. Wildenthal collects, the gifts provided to 
donors as an acknowledgment of UTSW’s appreciation often exceed the UTSW donor gift 
matrix, where donor gifts are limited to $90 without prior approval.7  Dr. Wildenthal was not 
subject to these limitations and did not need prior approval to exceed the limit.   

 Cyndi Bassel, Vice President of External Affairs at UTSW, stated that all donor gifts 
were approved by Peter Fitzgerald in the Business Affairs Office at UTSW.  One such gift was 
provided to Donor #1 after that individual donated $25 million to UTSW.  Ms. Bassel provided 
this donor with a sterling silver tray from Tiffany’s with an etching of the UTSW building that 
she funded.   

 For smaller, but still significant gifts, Ms. Bassel purchased photo albums for donors or 
Dr. Wildenthal hosted the donor’s family for lunch.  There was no limit on how much the 
President’s Office could spend on donor gifts.  

 For donations in excess of $500,000, Dr. Wildenthal hosted black tie dinners on the 
UTSW campus in the donor’s honor.  In those instances, the donor had the opportunity to invite 
80 percent of the guests.  The remaining attendees were UTSW faculty members.   

 Given the size of the donations from these particular donors, we believe it is appropriate 
to provide such donors with more generous gifts or gala events to recognize their donations.   

 Nonetheless, purchases of gifts for donors should still be properly documented.  Often, 
Dr. Wildenthal’s wife purchased gifts for donors without providing adequate documentation, 
and, instead, only submitted her corporate credit card statement.  For example, on the corporate 
credit card statement for the billing period from September 8, 2005 through October 7, 2005,8 

                                                 
7 Attached hereto as Exhibit 6. 
8 Attached hereto as Exhibit 7. 
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Margaret Wildenthal charged $195.82 at Gunter’s Greenhouse in Richardson, Texas.  This 
expense was recorded as a “major university donor gift.”  No other information was provided, 
such as the nature of the item and for whom it was purchased.  In another instance, Mrs. 
Wildenthal charged $48.71 at Dr. Delphinium Designs and $99.59 at Clothes Circuit, both in 
Dallas, Texas.  Both of these charges were individually described as “university donor gift.”  
Again, no other information was provided about the items purchased or the identity of donors.   

 It remains important to include donor names in order to record properly these expenses 
and to document which gifts were provided to which particular donors.   

B. UT SYSTEM AND UTSW HAD POLICIES AND PROCEDURES IN 
PLACE GOVERNING THE APPROVAL, DOCUMENTATION, 
REPORTING AND AUDITING OF DR. WILDENTHAL’S TRAVEL AND 
ENTERTAINMENT EXPENSES. 

1. Travel Authorizations 

 Under appropriate circumstances, UTSW is permitted to pay for the business travel 
expenses of its employees.  Pursuant to Section 3 of the Board of Regents’ Rules and 
Regulations for Expenditures for Travel and Entertainment by the Chief Administrators and for 
the Maintenance of University Residences,9 there must be a business purpose for all travel 
expenditures.  Pursuant to Section 7.2 of the Board of Regents’ Travel Policy,10 prior written 
approval from the traveler’s immediate supervisor or appropriate executive officer is required for 
out-of-state travel.11  Additionally, the traveler must file the original, signed approval with his or 
her expense reimbursement or direct payment request and retain a copy for audit purposes.  
Travelers are required to list everyone who is traveling with them and the business purpose of the 
trip, at the time prior approval is sought.  The Board of Regents’ Rules regarding travel 
authorizations are consistent with best practices for not-for-profit organizations.   

2. Business Purpose for Travel 

 Pursuant to Board of Regents’ Rules for Expenditures for Travel and Entertainment by 
Chief Administrators and for the Maintenance of University Residences, travel expenditures are 
permitted as long as they are “for a business purpose of the UT System or the institution.”  
“Business purpose” is never officially defined.   

                                                 
9 Attached hereto as Exhibit 8. 
10 Attached hereto as Exhibit 9. 
11 We compared this policy to the policies of Princeton University and Ohio State University.  
The travel authorization policy from the UT System was substantially the same.  Ohio State 
University Travel Policy IV.A also requires a submission of estimated costs prior to approval of 
the trip, which we recommend including in the UT System policy.   
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 The IRS provides more specific guidelines on what constitutes “business travel.”  The 
primary purpose of the trip must be business.12  “Primary purpose” is a purpose of more than 50 
percent.   

 For domestic travel where the primary purpose was business, all travel expenses are 
considered business expenses.13  This means that even if there is a personal aspect to a domestic 
trip, the travel expenses, such as airfare and lodging, do not need to be allocated under IRS 
Guidelines.  Any incidental personal expenses that occur on the trip, such as hotel and meal costs 
for vacation days, are, of course, not considered business expenses and need to be segregated.   

 The IRS is stricter in its evaluation of foreign travel.  IRS Guidelines for business travel 
recognize that often there are personal aspects to business trips outside the United States.  Even 
if an individual did not spend his or her entire time on business activities, the foreign trip can be 
considered entirely for business.14  Once again, though, incidental personal expenses, such as 
hotel and meal costs, are not business expenses and need to be segregated.  For a foreign 
business trip to qualify as entirely for business, at least one of the following exceptions must be 
met.   

 First, a trip is considered entirely for business if the traveler did not have substantial 
control over arranging the trip.  A traveler does not have substantial control over arranging the 
trip if someone within the organization has the power to veto the traveler’s determination that 
there is a business need for the trip.   

 Second, a trip is considered entirely for business if the business traveler was outside the 
United States for seven consecutive days or less.   

 Third, a trip is considered entirely for business if the traveler spent less than 25 percent of 
the time he or she was outside the United States on non-business activities.   

 Fourth, a trip is considered entirely for business if the traveler can establish that a 
personal vacation was not a major consideration, even if the traveler had substantial control over 
arranging the trip.   

 Because Dr. Wildenthal’s foreign trips required prior authorization, each was arguably 
entitled to treatment as entirely for business, as long as the primary purpose of the trip was 
business.  Of course, Dr. Wildenthal was still required to segregate expenses from vacation days 
because these were not business expenses.    

                                                 
12 I.R.S. Tax Publication 463, Travel (2011), available at 
http://www.irs.gov/publications/p463/ch01.html#en_US_2011_publink100033809 
13 I.R.S. Tax Publication 463, Travel (2011), available at 
http://www.irs.gov/publications/p463/ch01.html#en_US_2011_publink100033809 
14 I.R.S. Tax Publication 463, Travel (2011), available at 
http://www.irs.gov/publications/p463/ch01.html#en_US_2011_publink100033809 
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 If the primary purpose of the trip is personal, meaning that the purpose is more than 50 
percent personal, then none of the travel expenses are considered business expenses.15  The only 
business expenses in that situation are those specifically related to business entertainment 
expenses or a business activity performed on a personal trip, such as a registration fee at a 
conference.   

3. Documentation of Travel Expenditures 

 In order to receive reimbursement or direct payment from UTSW for appropriate 
business travel, travel voucher forms must be submitted.  Consistent with IRS Regulations, travel 
voucher forms require an explanation of the business purpose and benefit to UT System or 
institutions for each trip, and actual receipts are required for certain expenses, such as airfare, 
train fare, hotels, and meals above internal guidelines.  Pursuant to Section 8.4 of the Board of 
Regents’ Travel Policy, original receipts are required for most travel expenses.  However, 
receipts are not required for meals when the actual expense incurred does not exceed the 
allowable amount.  If an original receipt is not available, a written explanation can serve as a 
substitution.  The authorized signer must sign the explanation.  Receipts need to be in the name 
of the traveler and for the dates claimed on the reimbursement or direct payment request.  A 
separate explanation is required if there is any deviation.  

 Prior to 2006, requests for reimbursements and direct payments of expenses by Presidents 
at any of the institutions within UT System were not formally reviewed by anyone on a regular 
basis.  In response to a public investigation into inappropriate presidential expenditures at a non-
UT System institution, Chancellor Mark Yudof, then-chancellor of UT System, ordered audits of 
presidential spending at every UT System institution.  Consequently, quarterly reports of 
presidential travel and entertainment expenses are generated every quarter and submitted to UT 
System.  However, quarterly reports of travel and entertainment expenses for other executives at 
institutions are not reviewed by anyone at UT System.  As Dr. Wildenthal is no longer President 
of UTSW, his expenses are no longer reviewed by UT System, nor are they reviewed by internal 
audits.   

4. Spousal Travel 

 Under appropriate circumstances, UTSW is permitted to pay for spousal travel in 
conjunction with a legitimate business purpose.  Pursuant to Section 3 of the UT System Spousal 
Travel Policy,16 the Chancellor may designate the spouse of a Chief Administrative Officer, i.e., 
President, as a “Special Assistant” to perform services that further the official business purposes 
of UT System or any of its institutions. Under Section 5 of the policy, a spouse designated as a 
Special Assistant is entitled to reimbursement or direct payment for his or her actual travel 
expenses, including meals and incidental expenses, when performing the duties of a Special 
Assistant. Under Section 5 of the Spousal Travel Policy and consistent with the Board of 

                                                 
15 I.R.S. Tax Publication 463, Travel (2011), available at 
http://www.irs.gov/publications/p463/ch01.html#en_US_2011_publink100033809 
16 Attached hereto as Exhibit 10. 
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Regents’ Rules and Regulations for Expenditures for Travel and Entertainment by Chief 
Administrators and for the Maintenance of University Residences, the Chief Business Officer of 
an institution must determine whether an expense for a Special Assistant has a bona fide business 
purpose. Expenses not related to the performance of those duties must be paid directly by the 
individual and not submitted for reimbursement to UT System or one of its institutions.  
 
 While many universities and other organizations have spousal travel policies, it is 
important to note that IRS guidelines contain a presumption that spousal travel is not a legitimate 
business expense.  IRC § 274(m)(3)(i) states that no deduction is allowed for the travel expenses 
of a spouse who accompanies the business traveler unless: (1) the spouse is an employee of the 
business traveler; (2) the travel has a bona fide business purpose; and (3) the spouse’s expenses 
are otherwise deductible as business expenses.  All three criteria must be satisfied.  These criteria 
are consistent with the UT System Policy.  Even when there is a bona fide business purpose for 
spousal travel, the primary purpose of the trip for the spouse must be business, meaning the 
purpose for the travel is more than 50 percent business.  Incidental personal expenses incurred by 
the spouse, such as hotel and meal costs, are not business expenses and need to be segregated.  
  
 Pursuant to Section 8 of the UT System Spousal Travel Policy, the payroll office or other 
business office must evaluate any spousal travel paid for by UT System or the institution to 
determine whether the payment is taxable for federal income tax purposes.  Pursuant to Section 
9 of the UT System Spousal Travel Policy, spousal travel expenses are subject to the quarterly 
reporting requirements under Sections 7 of the Board of Regents’ Rules and Regulations for 
Expenditures for Travel and Entertainment by Chief Administrators and for the Maintenance of 
University Residences. Similarly, Section 10 of the UT System Spousal Travel Policy subjects 
spousal travel expenses to the audit requirements of Section 8 of Board of Regents’ Rules and 
Regulations for Expenditures for Travel and Entertainment by Chief Administrators and for the 
Maintenance of University Residences. 
  

5. Entertainment Expenses 

 UTSW is permitted to pay for the entertainment expenses of its Chief Administrators, 
such as Dr. Wildenthal, in appropriate circumstances.  Pursuant to Section 5 of the Board of 
Regents’ Rules and Regulations for Expenditures for Travel and Entertainment by Chief 
Administrators and for the Maintenance of University Residences, Chief Administrators, i.e., 
Presidents, must provide detailed receipts for entertainment expenses.  Presidents are also 
required to submit information on the purpose of the expense and the individuals or groups 
attending the event. Reimbursements or direct payments to a President of a UT System 
institution for entertainment expenses must be reviewed and approved by the institution's Chief 
Business Officer before payment. The Chief Business Officer must document his or her review 
of such expenses in writing.  
 
 Pursuant to Section 5 of the Board of Regents’ Rules and Regulations for Expenditures 
for Travel and Entertainment by Chief Administrators and for the Maintenance of University 
Residences, in order for an expense to be eligible for reimbursement or direct payment by an 
institution, the expense must satisfy three criteria.  First, the expense must “directly benefit” the 
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institution.17  Second, the employee submitting the request for reimbursement or direct payment 
must provide documentation or otherwise substantiate the amount, time, use, and business 
purpose of the expense.18  Third, if any excess amount is paid by the institution, beyond that 
needed to cover the business-related expense, then the excess payment must be returned to the 
institution in a timely manner.   
 
 Section 5 also provides that Chief Administrators of UT System institutions must provide 
detailed receipts for entertainment expenses.  In order to receive reimbursement or direct 
payment by an institution for entertainment expenses, Chief Administrators are required to 
submit information and documentation on the purpose of the expense and the attendees.   
 
 Section 7 states that, in the case of a President of a UT System institution, entertainment 
expense reimbursements or requests for direct payment must be reviewed and approved by the 
institution’s Chief Business Officer before a disbursement is made.  The Chief Business Officer 
is required to document his or her review of requests for reimbursement and direct payment.  The 
Chief Business Officer is also required to file quarterly reports that list all presidential 
entertainment expenses that both exceed $100 in cost and had fewer than 10 attendees with the 
Executive Vice Chancellor.  Expenses for larger events, such as galas, are not listed in the 
quarterly reports.  The quarterly reports include the date and amount of each expense that meet 
the criteria, the location, the participants, the business purpose of the expense, and the account 
charged.   
 

C. UT SYSTEM’S POLICIES AND PROCEDURES GOVERNING DR. 
WILDENTHAL’S SPENDING WERE ADEQUATE BUT NOT 
ENFORCED AT UTSW. 

1. Travel Authorizations 

 Since 2006, when the Board of Regents amended its policy to require that all foreign 
travel be approved in advance by the appropriate Executive Vice Chancellor, Dr. Wildenthal has 
submitted requests for approval prior to and received approval for his foreign travel.    

                                                 
17 This is consistent with IRS Rules.  Pursuant to Section (a)(1)(A) of IRC § 274, for activities 
generally considered to constitute entertainment, such as formal dinners, visits to the opera or 
foreign travel, there is a presumption that such activities do not have a business purpose and 
benefit.  Therefore, when an individual considers such activities to be business expenses, the 
individual is required to substantiate the fact that the item or activity was “associated with the 
active conduct of the taxpayer’s trader or business.” 

18 This is also consistent with IRC § 274(d), which outlines the substantiation needed for 
entertainment expenses.  Adequate records are required that include (1) the original, itemized 
receipt with the amount of the actual expense; (2) the time, date, and place of meal or other 
expense; (3) the business purpose; and (4) a list of attendees.   
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 Pursuant to UT System policy and practice, travelers are required to list the travelers and 
the benefit of the trip to the university.  As evidenced in the examples below, Dr. Wildenthal was 
very vague in describing the benefits to UTSW of his various trips. 

 Therefore, while UT System’s policies and procedures governing travel authorizations 
are adequate, they were not effectively enforced at UTSW. 

2. Travel Expenses 

 At UTSW, John Roan, Chief Business Officer, reviewed and approved Dr. Wildenthal’s 
requests for payment by UTSW of his travel and entertainment expenses during the period while 
Dr. Wildenthal was serving as President.19  We believe that the preliminary review of 
presidential travel and entertainment expenses at each UT System institution is correctly 
conducted by the Chief Business Officer at each institution.  The Chief Business Officer is in the 
best position to understand the reason for each presidential expense.  The Chief Business Officer 
is not responsible for reviewing the travel and entertainment expenses of other executives at each 
institution. 

 The quarterly reports of presidential travel and entertainment expenses are also reviewed 
by the office of the Executive Vice Chancellor, now Dr. Kenneth Shine.  In the Executive Vice 
Chancellor’s Office, Richard St. Onge was responsible for conducting a preliminary review of 
presidential travel and entertainment expenses each quarter.  Mr. St. Onge looked for outlier 
expenses and requested supporting documentation if he had any questions or suspicions about an 
expense.  After Mr. St. Onge prepared his analysis each quarter, Dr. Shine reviewed the reports 
with Mr. St. Onge.    

 According to Dr. Wildenthal, after he returned from a trip, he gave Rebecca Rooney his 
handwritten travel notes and receipts, which she used to fill out a travel voucher form.  Dr. 
Wildenthal reviewed the completed form, signed it, and submitted it to Mr. Roan.20  Dr. 
Wildenthal stated that his handwritten travel notes were not required to be included in the file, 
although, at times, Ms. Rooney chose to retain the notes in her file.  Dr. Wildenthal’s 
handwritten notes were not submitted with the travel voucher forms because, according to Dr. 
Wildenthal, his notes are considered drafts or work papers.   

 Separate from the handwritten travel notes provided to Ms. Rooney and the travel 
voucher forms submitted to UTSW for direct payment or reimbursement, Dr. Wildenthal stated 
that he also keeps detailed private travel logs and notes for all of his trips for personal tax 
accounting purposes.  He explained that his accountant advised him to keep these additional 
personal records because, according to Dr. Wildenthal, UTSW’s travel substantiation 

                                                 
19 Mr. Roan retired from UTSW on March 30, 2012. 
20 During our investigation, we discovered that numerous travel request forms submitted on 
behalf of Dr. Wildenthal were, in fact, not signed by Dr. Wildenthal prior to submission to Mr. 
Roan.  Examples of unsigned travel request forms are provided in Exhibit 11.  The expenses 
listed on these travel request forms were nonetheless approved for reimbursement by Mr. Roan.   
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requirements were not as strict as what an IRS auditor would want to see.  Dr. Wildenthal stated 
that his private travel logs and notes are much more detailed than the notes that he provides to 
Ms. Rooney to assist her in filling out Dr. Wildenthal’s travel voucher forms. According to Dr. 
Wildenthal, his tax advisor stated that his detailed travel logs are considered “contemporaneous 
logs” under IRS standards.  For example, Dr. Wildenthal said that his private logs and notes 
might say “visited laboratory from 2-5pm,” whereas his UTSW travel notes might only say 
“visited laboratory.” 

 We did not request or review Dr. Wildenthal’s full set of private logs as part of this 
investigation.  However, we did review some notes handwritten by Dr. Wildenthal about his 
travel that were retained by Ms. Rooney and the travel logs provided to the DMN reporters by 
Dr. Wildenthal.  We did not find any examples where Dr. Wildenthal’s notes were so specific 
that they included the time of particular meetings or an expanded business purpose beyond that 
which was provided on the travel voucher form.  

3. Entertainment Expenses 

 At UTSW, itemized receipts are not required.  For meal reimbursements, Dr. Wildenthal 
typically submitted a receipt with his signature without itemization.21  The receipt submitted did 
not indicate the number of attendees at the meal or the items ordered.  When we looked at the 
policies of other universities, itemized receipts were almost always required.  Best practices 
indicate that an itemized receipt should always be submitted. 

 For entertainment expenses for events with fewer than ten attendees, a list of the names 
of the attendees is required.  For larger galas, a list of the names of the attendees is not required.  
Dr. Wildenthal did not always list attendees, no matter the size of the event, when seeking 
reimbursement or direct payment of entertainment expenses.  These requests for reimbursement 
and direct payment were routinely approved nonetheless.   

 Pursuant to substantiation requirements under IRC § 274, the names of the attendees 
should be included for events of all sizes.  Presumably, there are guest lists and check-ins for 
larger events.  It should not be a significant burden to always list all attendees when requesting 
reimbursement or direct payment for entertainment expenses.   

D. DR. WILDENTHAL’S SPENDING WAS NOT SUFFICIENTLY 
DOCUMENTED TO SHOW THE BUSINESS PURPOSE AND BENEFIT 
TO UTSW, AND AS A RESULT IT WAS NOT SUBJECTED TO 
MEANINGFUL REVIEW. 

 Dr. Wildenthal’s spending was not sufficiently documented in the travel voucher forms 
and other requests for reimbursement or direct payment that he submitted to UTSW.  His 
expenses were, nonetheless, always approved.  John Roan always signed off on Dr. Wildenthal’s 
travel request and travel voucher forms, and never questioned Dr. Wildenthal’s vague 
descriptions of business purpose and benefit to UTSW.  In fact, Mr. Roan approved travel 
                                                 
21 See Exhibit 12, attached hereto. 
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request forms, as described below, that did not even include Dr. Wildenthal’s signature.  Mr. 
Roan’s review was not meaningful. 

 The DMN made specific allegations in its November 1, 2011 letter to UTSW regarding 
its belief that there were improper or inadequate business purposes for Dr. Wildenthal’s 
expenses.  Below is a summary of the allegations from the letter and the findings of our 
investigation.   

1. The DMN alleged that there was insufficient substantiation of business 
purpose for Dr. Wildenthal’s trip to Copenhagen in September and October 
2008.  

 The DMN alleged that Dr. Wildenthal visited Copenhagen, Denmark in September and 
October 2008 to attend the Royal Danish Opera and not to meet with Colleague #1 about a 
Danish muscle institute.   

 According to the DMN, Colleague #1’s muscle institute has been unfunded since 2006.  
Therefore, the DMN alleged there was no legitimate business purpose for Dr. Wildenthal’s trip 
to Copenhagen.  The DMN took note that The Dallas Opera, for which Dr. Wildenthal serves on 
the Board of Directors, was performing with the Royal Danish Opera at the time of Dr. 
Wildenthal’s trip, and suggested that the trip was for personal purposes. 

 We addressed this point when we interviewed Dr. Wildenthal.  Dr. Wildenthal said that 
he did see The Dallas Opera perform with the Royal Danish Opera with UTSW donors, Donor 
#2 and Donor #3.  Dr. Wildenthal stated that he had arranged this trip six months in advance 
because Donor #2 and Donor #3 had wanted to see the new Copenhagen opera house.   

 Dr. Wildenthal also explained that although Colleague #1 is no longer submitting 
research grants, he is still active scientifically through publishing papers and advising the Nobel 
committee.  Dr. Wildenthal believes that his meetings with Colleague #1 were important because 
Colleague #1 could assist Dr. Wildenthal with his personal research on the “historical overview 
of how UTSW grew to greatness.” 

 We believe the business purpose for this trip, as documented at the time, is questionable, 
although still within Dr. Wildenthal’s broad spending mandate.  UTSW’s review and analysis of 
this expense item would have been aided by contemporaneous records and questioning of Dr. 
Wildenthal with regard to the specific business context.  Although Dr. Wildenthal was able to 
provide some helpful information during his interview, the passage of time limited his ability to 
provide specific business context.  In particular, further inquiry should have been undertaken to 
determine if any of the expenses were personal before he was reimbursed in full by UTSW.   
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2. The DMN alleged that there was insufficient substantiation of business 
purpose for Dr. Wildenthal’s trip to a conference in Nice in June 2009. 

 For Dr. Wildenthal’s trip to Nice in June 2009, he described the business purpose on the 
travel voucher summary22 as, “Attend meetings of the international society for heart research and 
the European Congress of Cardiology ([Congress] on Heart Failures).  Visit with scientific 
colleagues.  Visit with university donors.”  The benefit to UTSW was described as, “Represent 
UT Southwestern at the meetings; discuss/share information with colleagues; development.”  On 
this trip, Dr. Wildenthal designated nine days as business work days and seven days as vacation 
days.   

 Dr. Wildenthal failed to list the names of the scientific colleagues or the university 
donors with whom he met.  As discussed below, the names of the individuals with whom he met 
are required by IRC § 274(d) and should be required by UTSW and other UT System 
institutions.23 

 The DMN’s primary concern was that Dr. Wildenthal did not sign in at the European 
Congress of Cardiology and stayed in a town different from the location where the conference 
was held, which led the reporters to question whether Dr. Wildenthal actually attended the 
conference.  We discussed this issue with Dr. Wildenthal.   

 First, Dr. Wildenthal explained that he and his wife flew to France and spent time in St. 
George with donors and Louis-Marc Chevignard, who is associated with La Confrerie des 
Chevaliers du Tastevin, a wine association for Burgundy.  Dr. Wildenthal met with Donor #4, a 
substantial UTSW donor, Donor #5, a potential donor, and Mr. Chevignard.  Dr. Wildenthal 
explained that he has taken vineyard tours with other Dallas residents, who eventually became 
multi-million dollar donors to UTSW.  This meeting is consistent with Dr. Wildenthal’s 
fundraising strategy.  The major gifts Dr. Wildenthal collects for UTSW involve cultivating 
relationships over the long-term, which may include personal interactions such as vineyard tours 
and visits to donors’ second homes. 

 Second, Dr. Wildenthal admitted that he only attended two days of the conference.  He 
opined that the networking outside the conference events and the time spent at the vineyards 
were more productive for UTSW than the scientific programs at the conference.  We agree.  
There is a legitimate business purpose for networking and meeting with prospective donors.  Dr. 
Wildenthal was not required to attend every event at the conference in order for there to be a 
legitimate business purpose for this trip.   

                                                 
22 Attached hereto as Exhibit 13. 
23 Dr. Wildenthal stated that he was concerned that the names of donors and professional 
colleagues on his travel voucher forms could result in their identities being released or otherwise 
disclosed to the public.  Dr. Wildenthal acknowledged his awareness of Section 3.6 of UT 
System policy and Section 552.1235 of Texas Government Code, which protect donor names 
from disclosures pursuant open records requests, but do not protect the names of colleagues from 
disclosure.   
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 While Dr. Wildenthal was able, during our interview of him, to articulate a business 
purpose for this trip that was within his broad spending mandate, it was not adequately 
documented at the time.  UTSW’s review and analysis of this expense item would have been 
aided by contemporaneous records and questioning of Dr. Wildenthal with regard to the specific 
business context.  In particular, further inquiry should have been undertaken to determine if any 
of the expenses were personal before he was reimbursed in full by UTSW.   

3. The DMN alleged that there was insufficient substantiation of business 
purpose for Dr. Wildenthal’s trip to New Zealand in January 2010. 

 From January 1, 2010 through January 17, 2010, Dr. Wildenthal traveled to New 
Zealand.  In the travel voucher form for this trip,24 Dr. Wildenthal described the business purpose 
as “Visit the Medical School at the University of Otago.”25  He listed the benefits to UTSW as 
“Interact with academic colleagues; develop collaborations and promote UT Southwestern’s 
reputation.”  The travel voucher form was signed by Dr. Wildenthal, reviewed and approved by 
Mr. Roan, and approved by Dr. Podolsky.  Dr. Wildenthal described the trip as five work days, 
six vacation days, and other days designated for travel.  On April 15, 2010, Dr. Wildenthal was 
reimbursed by UTSW for $7,646.60, the cost of his airfare and six nights at a hotel.26  He was 
not reimbursed for the cost of his wife’s travel.   

 The DMN alleged that Dr. Wildenthal did not actually visit the University of Otago, the 
only stated business purpose for his trip.  Dr. Wildenthal contends that he did visit the University 
of Otago, where he toured the campus, visited teaching labs, and met with university officials 
and faculty.   

 Regardless, this trip did not have a proper business purpose or benefit to UTSW, even 
considering Dr. Wildenthal’s broad spending mandate.  The trip had a weak business 
justification and a strong personal aspect to it.  From UTSW’s perspective, the University of 
Otago seems an unlikely candidate for collaboration and it is not a peer school of UTSW.  On his 
trip to New Zealand, Dr. Wildenthal traveled with his family.27  He spent more days as vacation 
days than as work days.  In his interview, Dr. Wildenthal described the purpose of this trip as 
“borderline” between business and personal.  Neither Dr. Podolsky nor Mr. Roan was advised or 
otherwise aware that Dr. Wildenthal was submitting travel expenses for reimbursement by 
UTSW that were “borderline,” lacking a clear, predominant business purpose. 

                                                 
24 Attached hereto as Exhibit 14. 
25 Dr. Wildenthal said that he also planned to spend time at the University of Auckland on this 
trip, but, his plans to visit that university fell through a few weeks before Dr. Wildenthal traveled 
to New Zealand.      
26 Attached hereto as Exhibit 15. 
27 Dr. Wildenthal contends that traveling with his family was important to the business purpose 
of this trip because his son-in-law had the necessary contacts at the University of Otago to 
introduce him to university officials. 
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 Dr. Wildenthal should not have submitted the expenses of this trip as business expenses 
to UTSW for payment because the primary purpose of this trip was personal, not business.  
UTSW should not have reimbursed and paid directly for the cost of this trip.   

 In addition, as discussed below, Dr. Wildenthal’s subsequent donation to UTSW in the 
same amount of the cost of the trip was, of course, not a proper donation and should not have 
been documented as such.  A donation to UTSW does not cure the initial problem of a UTSW 
employee receiving reimbursement and direct payment from UTSW for personal expenses that 
are not properly related to university business.   

4. The DMN alleged that there was insufficient substantiation of business 
purpose for Dr. Wildenthal’s trips to England in February 2009 and May 
2009. 

 The DMN alleged that Dr. Wildenthal made phone calls from his hotel phone for 
personal purposes on two trips to England, and that these expenses were paid for by UTSW.  Dr. 
Wildenthal stated that the DMN investigated the local phone calls Dr. Wildenthal made while in 
London and claimed that one call was to a tailor on Savile Row.  Dr. Wildenthal noted that he 
called his tailor from his graduate school days.  Dr. Wildenthal stated that the other calls were 
probably to restaurants and friends.  The cost of these telephone calls was de minimus.  We do 
not believe that this is a significant issue.   

a. Dr. Wildenthal’s Trip to England: February 2009 

 Consistent with Dr. Wildenthal’s travel voucher form for his February 2009 trip to 
England, Dr. Wildenthal told us that on his February 2009 trip to England, he toured Cambridge 
University, visited Colleague #2 at St. Mark’s Hospital, toured the Strangeways Research 
Laboratory, and conducted research at the Wellcome Library.  Dr. Wildenthal also stated that he 
attended a seminar at the Royal Society of Medicine, but he did not receive a certificate of 
attendance.   

 On this trip, Dr. Wildenthal and his wife had dinner with Colleague #3 and Colleague #4, 
two potential visiting faculty members, who previously gave a seminar at UTSW.   

 We believe that Dr. Wildenthal provided a business purpose for this trip that was within 
his broad spending mandate, although UTSW’s review and analysis of this expense item would 
have been aided by more detailed contemporaneous records and questioning of Dr. Wildenthal 
with regard to the specific business context.  In particular, further inquiry would have been 
appropriate to determine if any of the travel expenses were personal before he was reimbursed in 
full by UTSW. 

b. Dr. Wildenthal’s Trip to England: May 2009 

 In May 2009, Dr. Wildenthal stated that he traveled to England to attend a Cambridge in 
America meeting, which was held in London rather than Cambridge to coincide with 
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Cambridge’s 800th Anniversary alumni reunion.  Dr. Wildenthal stated that he also visited with 
donors on this trip.   

 There is a legitimate business purpose to Dr. Wildenthal’s work with Cambridge in 
America, which has led to donations to UTSW and professional collaborations.   

5. The DMN alleged that there was insufficient substantiation of business 
purpose for Dr. Wildenthal’s trips to Raleigh-Durham between 2004 and 
2010. 

 The DMN alleged that UTSW staff members told them that Dr. Wildenthal’s trips to 
Raleigh-Durham, North Carolina were paid for by UTSW.  We have not found any evidence of 
UTSW paying for or otherwise reimbursing Dr. Wildenthal for his trips to Raleigh-Durham. 

 Dr. Wildenthal frequently travels to Raleigh-Durham, where his daughter lives.  For 
example, on July 5, 2004, he visited Raleigh-Durham for two days.  Dr. Wildenthal used his 
UTSW corporate credit card to purchase his flight to Raleigh-Durham.28  The cost of this flight 
was $382.70.  Dr. Wildenthal paid Citi directly for this corporate credit card charge.29  Dr. 
Wildenthal did not seek reimbursement from UTSW.  This payment was not recorded as a 
donation to UTSW.   

 In our interview of Dr. Wildenthal, he explained that there is a legitimate business 
purpose to his trips to Raleigh-Durham.  Duke is a major competitor to and collaborator with 
UTSW.  Dr. Wildenthal also met with cardiac surgeons and cardiologists at Duke, such as 
Colleague #5 and Colleague #6.   

 Regardless, Dr. Wildenthal paid for all his trips to Raleigh-Durham personally.  None of 
these payments were considered donations.   

6. The DMN alleged that there was insufficient substantiation of business 
purpose for Dr. Wildenthal’s travel to England in 2006 and 2007 for 
partnership discussions with St. Mark’s Hospital.  

 The DMN alleged that Dr. Wildenthal continued to list discussions of a partnership with 
St. Mark’s Hospital as a business purpose, even though the St. Mark’s physician in question, 
who described Dr. Wildenthal as a personal friend, believed that possibilities for a collaborative 
effort had ended years earlier.   

                                                 
28 It is inappropriate for Dr. Wildenthal to use his UTSW corporate credit card for personal 
expenses.  Dr. Wildenthal should not use his corporate credit card as a “loan” from UTSW, even 
if he pays the corporate credit card bill directly.   
29 Attached hereto as Exhibit 16. 
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 Dr. Wildenthal stated that he met with St. Mark’s Hospital staff in 2006 and 2007, 
including Colleague #2, to advance a computerized teaching module.  Dr. Wildenthal stated that 
UTSW and St. Mark’s Hospital agreed that UTSW would be the test site for the training module.   

 Although a partnership did not develop between UTSW and St. Mark’s Hospital, Dr. 
Wildenthal stated a sufficient business purpose.  Partnership discussions with St. Mark’s 
Hospital, in any event, were never Dr. Wildenthal’s sole business purpose for trips to England, 
so there is no need to consider this business purpose in isolation.  Dr. Wildenthal also conducted 
research and met with other colleagues and UTSW donors on his trips to England.   

 Again, an evaluation should have been conducted of Dr. Wildenthal’s business expenses 
in order to determine if any of the travel expenses were personal before UTSW reimbursed Dr. 
Wildenthal in full.      

7. The DMN alleged that Dr. Wildenthal’s relationship with and expenditures 
relating to Robert Lloyd did not have a legitimate business purpose.   

 The DMN alleged that Dr. Wildenthal’s relationship with Robert Lloyd does not have a 
sufficient nexus to a benefit to UTSW and its programs.  Dr. Wildenthal’s relationship with Mr. 
Lloyd, however, has been very helpful to his donor cultivation strategy.  Many of the donors Dr. 
Wildenthal cultivates are extremely interested in opera.  In his interview, Dr. Wildenthal 
explained that the opportunity to introduce donors to Mr. Lloyd and other opera singers 
backstage or at dinners was invaluable because it was an experience that Dr. Wildenthal could 
provide but which could not be purchased.   

 The DMN alleged that Dr. Wildenthal used UTSW funds and its programs to support a 
documentary featuring Mr. Lloyd.  In fact, it is unclear how Dr. Wildenthal was involved in a 
documentary about Mr. Lloyd.  Dr. Wildenthal’s close relationship with Mr. Lloyd has been 
beneficial to UTSW’s fundraising.  Beyond that, we did not find any evidence during our review 
of Dr. Wildenthal’s expense reports that Dr. Wildenthal used UTSW funds to support such a 
documentary.   

8. The DMN alleged that there was insufficient substantiation of business 
purpose for Dr. Wildenthal’s travel to Barcelona in September 2005. 

 The DMN correctly alleged that there was insufficient substantiation of Dr. Wildenthal’s 
business purpose for his travel to Barcelona, Spain in September 2005.  The business purpose for 
Dr. Wildenthal’s trip to Barcelona, which also included business and vacation days in France 
with his wife, is questionable at best.30 

 Dr. Wildenthal stated that he visited Barcelona to explore the possibility of developing a 
scientifically-oriented health spa in Spain.  Dr. Wildenthal stated that the venture was conceived 
                                                 
30 Dr. Wildenthal listed the business purpose on his travel voucher form for this trip to Barcelona 
as “Spain – Visit Barcelona Lyceum Staff.”  On the same form, he described the benefit to 
UTSW as “Represent UT Southwestern and its interests as President and donor relations.” 
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of by a business man who helped establish a large medical facility in Madrid.  Dr. Wildenthal 
said that he also explored the potential for collaboration on this project with the University of 
Barcelona.   

 Dr. Wildenthal also acknowledged that he toured the Barcelona Opera House during this 
trip.  He believes that there was a business purpose for touring the Barcelona Opera House 
because it won architectural awards after it was rebuilt following a fire.  At the time, UTSW was 
planning the construction of its North Campus and the remodeling of Parkland Hospital.  Dr. 
Wildenthal said that he wanted to see how the Barcelona Opera House handled the construction 
of its reception area and public space. 

 This trip’s business purpose is not well documented, and Dr. Wildenthal’s explanation 
does not provide unquestionable support that the trip falls within Dr. Wildenthal’s broad 
spending mandate.  UTSW’s review and analysis of this expense item would have been aided by 
contemporaneous records and questioning of Dr. Wildenthal with regard to the specific business 
context.  In particular, further inquiry should have been undertaken to determine if any of the 
travel expenses should have been apportioned as personal and whether other expenses were 
personal, before he was reimbursed in full by UTSW.   

 Based on the available information at the time, Dr. Wildenthal should not have been 
reimbursed by UTSW for this trip.  Mr. Roan incorrectly approved this travel expense.  The 
documentation of this trip as a business trip is inappropriate, incomplete and inaccurate.   

 In addition, as described below, Dr. Wildenthal’s donation to UTSW in the same amount 
of his travel expenses does not cure the problem, and the donation should not have been 
documented as a proper one.   

E. UT SYSTEM AND UTSW AUDITS FAILED TO ALERT OFFICIALS AT 
UT SYSTEM OR UTSW THAT THERE WERE RISKS RELATED TO DR. 
WILDENTHAL’S SPENDING AND EXPENSE DOCUMENTATION. 

1. Audit System 

a. UT System 

 Charles Chaffin, who serves as the Chief Audit Executive for UT System, is responsible 
for auditing all of the UT System institutions and UT System administration.  Mr. Chaffin has 
served as the Director of Audits at UT System since 1991.  Until 2008, he also operated UT 
System’s compliance program, which was until then separate from its audit system.  Mr. Chaffin 
is a certified public accountant and a certified internal auditor. 

 Mr. Chaffin reports to and is responsible for sharing his findings with both the UT 
System Board of Regents and the Chancellor.  The internal audit directors from every UT 
System institution report to the Presidents of their respective institutions and frequently 
communicate with Mr. Chaffin.   
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 Mr. Chaffin provides guidance and direction to the campus audit directors.  Mr. Chaffin 
is responsible for working with campus audit directors to develop an audit plan appropriate for 
their respective institutions that covers all perceived risks.  The audit plans are a roadmap for the 
internal auditors’ activities throughout the year.  Mr. Chaffin reviews and approves each audit 
plan, with the goal of confirming that all perceived risks will be addressed at each institution.  
Mr. Chaffin also coordinates the common methodology for internal audits throughout all UT 
System institutions.   

 Mr. Chaffin does not have a role in conducting annual internal audits of institutions.  He 
is responsible for leading special audits of institutions.   

 Mr. Chaffin receives copies of every audit issued by every audit committee.  The audit 
committees at each institution conduct the same basic audit, but, on occasion, individual 
institutions conduct risk-based audits tailored to their own unique risks.  Presidential travel and 
expenses are audited annually by the audit committee at each institution.  However, Mr. Chaffin 
does not review the underlying documentation for presidential travel and expense reports.   

b. UTSW 

 At UTSW, Robert Rubel, Internal Audit Director for UTSW, reports to both Dr. 
Podolsky, as the current President of UTSW, and to Mr. Chaffin.  Mr. Rubel is a certified public 
accountant who specializes in internal auditing and IT auditing.  He has served as the Internal 
Audit Director at UTSW since 1998.  Mr. Rubel reported to Dr. Wildenthal and received 
guidance from Mr. Chaffin during Dr. Wildenthal’s tenure as President of UTSW.   

 Mr. Rubel is responsible for creating an annual risk assessment, which is reviewed by 
Mr. Chaffin, and for driving audits based on that assessment.  Mr. Rubel works with the rest of 
the UTSW audit committee to discuss the results of, and follow up on, past audits, external 
audits, high risk issues, and special audits.  While Mr. Chaffin or a designee is expected to attend 
all meetings of UTSW’s Audit Committee, Mr. Rubel said that he does not routinely meet with 
Mr. Chaffin.   

 The Internal Audit Department at UTSW, led by Mr. Rubel, is required to conduct annual 
audits of presidential travel and entertainment expenses.  The UTSW Audit Committee also 
conducts quality assurance reviews every three years in accordance with the Institute of Internal 
Auditors’ International Standards for the Professional Practice of Internal Auditing assurance 
standards. 

2. Quarterly Reports 

 Quarterly reports of presidential travel and entertainment expenses for UTSW are 
submitted to Dr. Kenneth Shine, Executive Vice Chancellor for Health Affairs, for his review.  
Dr. Shine stated that he does not routinely review backup documentation for presidential 
expenses.  He relies on the institution’s Chief Business Officer, John Roan, to review underlying 
documentation.  Dr. Shine explained during his interview that, because Dr. Wildenthal is no 
longer President of UTSW, his expenses are no longer reviewed.   
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 The quarterly reports are also examined during the annual audit of UTSW, which is 
conducted by Robert Rubel.   

 Mr. Roan stated that Dr. Wildenthal generally does not include donor names on his 
requests for reimbursement or direct payment of entertainment expenses.31  Mr. Roan said that he 
raised this issue with Dr. Wildenthal, who explained that he was trying to protect donor privacy.  
Mr. Roan said that he was told by Dr. Wildenthal that he had records with all donor names that 
he could provide if the IRS ever audited UTSW.   

 Mr. Roan said that in approximately late 2006 or early 2007, Rebecca Rooney, Senior 
Administrative Associate, was directed by Dr. Wildenthal to prepare two separate quarterly 
reports, which she submitted to Mr. Roan.  One version of the quarterly report included donor 
names and one did not.  The quarterly reports that did not include donor names were submitted to 
UT System.  Mr. Roan maintained the version of the quarterly reports with donor names. 

 Mr. Rubel stated that there was an agreement between Dr. Wildenthal and Dr. Shine to 
withhold donor names from the expense reports.  Mr. Rubel stated that he learned of the 
agreement through a conversation with Mr. Roan, who told him that the decision to withhold 
donor names had been cleared with Dr. Shine.32   

 It is improper to withhold donor identities from the quarterly reports submitted to UT 
System.  In addition to the requirement to include donor names under IRC § 274, the donor 
names are UT System’s data, and that information should not be kept from UT System.  It is the 
responsibility of UT System to redact donor names when responding to open records requests.  It 
is inappropriate to have two versions of the quarterly reports.   

3. Annual Audit of Presidential Expenses 

 In 2006, after issues were raised in the media about presidential expenditures at other 
institutions, UT System began to require annual audits of presidential expenditures by the 
Internal Audit Departments at each institution.  Presidential expenses are audited as of the end of 
the fiscal year, which ends August 31st, and the audits are to be completed by December 1st.  At 
UTSW, Robert Rubel leads the internal audit team.  In conducting the audit during the relevant 
time period, Mr. Rubel’s audit plan involved scheduling meetings with the President’s Office, 
reviewing quarterly reports, analyzing documentation of expenses kept by the Accounting 
Department, and collecting information from the administrative staff from the President’s Office, 

                                                 
31 Pursuant to IRC § 274, donor names must be part of documentation for entertainment 
expenses.   
32 Dr. Shine denies the existence of such an agreement.  Mr. Roan said that no one else was 
involved in the decision to withhold donor names from Dr. Wildenthal’s expense forms at the 
UT System level.  Dr. Wildenthal also stated that he did not have a formal agreement that 
permitted him to withhold donor names from expense reports.  However, Dr. Wildenthal 
recognized that he likely told his staff members not to submit donor names with his expense 
forms unless they were specifically asked to do so, and no such request was ever made.   
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including Rita Koger, Kay Hardgrave, and Rebecca Rooney.  When conducting the UTSW 
internal audit, Mr. Rubel reviewed the quarterly reports submitted by UTSW to UT System. 

 UTSW’s internal audit staff reviewed transactions from the sub-ledger, but did not 
reconcile every transaction.  Instead, the internal audit staff reviewed a sample set of the expense 
transactions.  The internal audit staff pulled and reviewed the underlying documentation for the 
selected travel and entertainment expenses, including the receipts from files in the President’s 
Office and the accounting department.  Travel documentation normally included receipts for 
airfare and hotels, and credit card receipts were normally included for entertainment expenses.  

a. May 2006 Audit of UTSW 

 In May 2006, the internal audit staff at UTSW conducted their first annual audit of 
presidential travel and entertainment expenses.  The stated audit objectives were to (1) 
“[d]etermine the reliability and integrity of travel and entertainment expenses of the President;” 
and (2) “[d]etermine compliance with applicable policies, procedures, laws, and regulations.”33   

 While the stated audit objectives were broad, there was a much narrower scope to this 
review.  The internal audit staff reviewed a sample set of 63 travel transactions, out of an 
unspecified data set, which totaled $29,354.43.  Mr. Rubel stated that, although the 
differentiation between trips and transactions was unclear in the audit report, the auditors could 
determine the number of trips from the audit work papers.  In the audit report, the internal audit 
staff noted that there were extensive trips to Austin, Texas, because it was a legislative year, but 
there was no other comment on or apparent review of Dr. Wildenthal’s travel expenses.   

 The internal audit staff reviewed a 708 transaction sample set, out of an unspecified data 
set, which totaled $405,845.08 for meals, entertainment, and official functions.  The internal 
audit staff traced these transactions back to event dates in the President’s appointment book to 
attest to the validity of each event.  Beyond confirming that the events actually occurred on each 
date for which there was a submitted expense, there was no other review of Dr. Wildenthal’s 
entertainment expenses.   

 Despite the fact that the stated audit objective was to determine the reliability and 
integrity of Dr. Wildenthal’s travel and entertainment expenses, Mr. Rubel stated that he never 
asked Dr. Wildenthal any questions regarding the business purpose and benefit of Dr. 
Wildenthal’s expenses.  Mr. Rubel stated that the box for business purpose and benefit on Dr. 
Wildenthal’s expense forms was always filled in.  While Mr. Rubel’s statement is accurate in 
this regard, it demonstrates that his approach was extremely narrow and superficial.  There was 
no meaningful inquiry during the audit regarding the sufficiency or adequacy of the business 
purpose and benefit for Dr. Wildenthal’s expenses.  The audit report nonetheless concluded 
broadly that the “[p]olicies and procedures for travel and entertainment reimbursements were 
followed and expenses appeared reasonable and appropriate.” 

                                                 
33 May 25, 2006 Audit Report, attached hereto as Exhibit 17. 
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b. November 2006 Audit of UTSW 

 In November 2006, the internal audit staff reviewed presidential travel and entertainment 
expenses in their annual audit.  The stated audit objectives were again to (1) “[d]etermine the 
reliability and integrity of travel and entertainment expenses of the President;” and (2) 
“[d]etermine compliance with applicable policies, procedures, laws, and regulations.”34   

 The internal audit staff reviewed a sample set of 34 airfare expenses and 18 other 
presidential travel expense reimbursements for the year, out of an unspecified data set.  In Mr. 
Rubel’s opinion, Dr. Wildenthal did not travel very much.  The internal audit staff reviewed a 
sample set of the 457 transactions that involved presidential entertainment expenses, out of an 
unspecified data set.  The conclusion of the audit was again that the “[p]olicies and procedures 
for travel and entertainment reimbursements were followed and expenses appeared reasonable 
and appropriate.”  Mr. Rubel and the other internal audit staff members, however, did not 
actually question Dr. Wildenthal about any of his travel or entertainment expenses. 

c. December 2007 Audit of UTSW 

 In December 2007, the annual audit of presidential travel and entertainment expenses was 
conducted.  The stated audit objectives were to once again (1) “[d]etermine the reliability and 
integrity of travel and entertainment expenses of the President;” and (2) “[d]etermine compliance 
with applicable policies, procedures, laws, and regulations.”35   

 In their report, for travel expenses, the internal audit staff found there were 47 total 
presidential trips in the year.  There were 78 total transactions related to presidential 
entertainment expenses.  Despite the relatively small number of transactions, the internal audit 
staff still conducted a sampling of both travel and entertainment expenses, rather than reviewing 
them all, and sampled 32 transactions.  Once again, Mr. Rubel and the other internal audit staff 
members did not question Dr. Wildenthal about any of his expenses.  Mr. Rubel stated that he 
never talked to Dr. Wildenthal or anyone else about what he believed at the time might be 
problematic expenses for Dr. Wildenthal.  Nevertheless, he again concluded that the “[p]olicies 
and procedures for travel and entertainment reimbursements were followed and expenses 
appeared reasonable and appropriate.” 

4. Special Audits Conducted of UTSW by UT System 

 As a result of the inquiries by the DMN and Dallas CBS 11 News, and issues raised in 
litigation matters involving UTSW, UT System audit staff conducted several special audits in 
2008.   

                                                 
34 November 15, 2006 Audit Report, attached hereto as Exhibit 18. 
35 December 27, 2007 Audit Report, attached hereto as Exhibit 19. 
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a. January 2008 Audit of UTSW 

 In January 2008, UTSW was facing two different lawsuits.  As a likely result of issues 
raised in litigation and the DMN’s investigation, an anonymous complaint was filed with the 
Texas State Auditors’ Office, led by John Keel, the State Auditor.  Mr. Keel in turn asked Mr. 
Chaffin to conduct a special audit of UTSW, which he did. 

 The anonymous letter alleged improprieties regarding housekeeping services at Dr. 
Wildenthal’s home, quarterly reports and wine purchases, Mrs. Wildenthal’s use of a UTSW 
credit card, Dr. Wildenthal’s position as chairman of UTSW’s Audit Committee, and improper 
personal benefits provided to an outside member of UTSW’s Audit Committee.   
 
 Despite the questions raised by the media regarding presidential expenses, Mr. Chaffin 
took a narrow approach to the audit.  Mr. Chaffin only focused on the specific allegations, such 
as wine purchases and donor recognition activities, and did not take the opportunity to conduct a 
thorough review of Dr. Wildenthal’s spending at this time.  Mr. Chaffin specifically said that he 
did not focus on presidential travel and entertainment expenses.  Mr. Chaffin also said that he 
performed only a cursory review of the quarterly reports of presidential expenditures, and did not 
review any of the underlying documentation for these reports.  As a result, Dr. Wildenthal’s 
spending was not subjected to meaningful review during this special audit.   
  
 In Mr. Chaffin’s special audit report,36 the UT System audit staff concluded that Dr. 
Wildenthal’s behavior was appropriate and compliant.  The audit staff also did not raise any 
concerns with Mrs. Wildenthal’s use of a corporate credit card.  In addition, the audit staff found 
that Dr. Wildenthal may appropriately serve as the chairperson of UTSW’s audit committee. 
  
 As explained further below, the audit finding that Dr. Wildenthal was permitted to serve 
as chairperson of UTSW’s Audit Committee is contrary to The Institute of Internal Auditors’ 
International Standards for the Professional Practice of Internal Auditing,37 which are widely 
viewed as the applicable auditing standards and referenced by both Mr. Chaffin and Mr. Rubel in 
all of the audit reports that we reviewed. 
 
 Mr. Chaffin said that he reported his findings to the Chancellor, who then issued a special 
audit report on behalf of UT System to the State Auditor’s Office.   
 

b. March 2008 Audit of UTSW 

 In March 2008, Mr. Chaffin conducted another special audit on behalf of the UT System, 
this time in order to examine allegations regarding certain expenses raised by a February 21, 
2008 story by the Dallas CBS 11 News.  Mr. Chaffin’s audit report38 did not specifically list the 

                                                 
36 January 2008 Audit Report, attached hereto as Exhibit 20. 
37 Attached hereto as Exhibit 21. 
38 March 2008 Audit Report, attached hereto as Exhibit 22. 
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allegations raised by the Dallas CBS 11 News, even though the audit was conducted in direct 
response to these allegations.   
 
 Section 2010 of the International Standards for the Professional Practice of Internal 
Auditing states that, “[t]he chief audit executive must establish risk-based plans to determine the 
priorities of the internal audit activity, consistent with the organization’s goals.”  Mr. Chaffin did 
not do so in this case. 
  
 The internal audit findings included the finding that Dr. Wildenthal’s memberships in 
various civic organizations were appropriate, certain gala events and donor gifts were proper, 
and that certain event expenses and donor gifts were appropriate given the size of the donations 
made by the particular donors.   
 
 Mr. Chaffin’s audit findings also included the superficial observation that, during fiscal 
year 2007, UTSW spent one percent of the money provided by donors on fundraising and 
development expenses for the Southwestern Medical Foundation’s grant.   
 
 Mr. Chaffin again neglected to focus on travel and entertainment expenses for this audit, 
despite the ongoing open records requests from the DMN that highlighted this issue.  Mr. 
Chaffin chose to take a narrow approach and to only address specific allegations, rather than to 
take the opportunity to review all of Dr. Wildenthal’s spending at this time.  As a result, the 
documentation supporting Dr. Wildenthal’s travel and entertainment expenses was not reviewed, 
and Dr. Wildenthal’s spending was not subjected to meaningful review.   
  

c. December 2008 Audit of UTSW 

 Upon Dr. Wildenthal stepping down as President of UTSW in December 2008, Mr. 
Chaffin conducted a standard “change in management” audit on behalf of UT System, to provide 
Dr. Podolsky with the status of existing internal controls at UTSW.39  In this audit, Mr. Chaffin 
set out to review the adequacy of the documentation for travel and entertainment expenses.   
 
 The UT System audit staff reviewed specific expenses that Dr. Wildenthal paid using his 
UTSW corporate credit card.  According to Mr. Chaffin, when Dr. Wildenthal requested 
payment from UTSW for such charges, Dr. Wildenthal did not include the names of donors 
relevant to each expense.  Mr. Chaffin told us during his interview that Dr. Wildenthal had an 
arrangement whereby he was not required to include donor names in his direct payment or 
reimbursement requests.40  He said that, instead, Dr. Wildenthal personally maintained 
information regarding donor names relevant to each travel or entertainment expense.  In his 
interview, Mr. Chaffin acknowledged his regret that he did not question this arrangement, 
because it concerned him at the time.  Mr. Chaffin also did not include this concern in his audit 
findings.  As a result, the concern was not documented nor shared in any other manner with UT 
System officials.   
                                                 
39 December 2008 Audit Report, attached hereto as Exhibit 23. 
40 As previously noted, Dr. Wildenthal denied that he had any such arrangement.   
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 The audit findings did include specific recommended changes to improve UTSW’s 
account reconciliations procedures, supporting documentation standards for business expenses, 
institutional policies and procedures, budget and travel approvals, and risk assessment and job 
description.  Mr. Chaffin, however, did not describe any of these recommendations as 
“significant” and did not highlight in any meaningful way the concerns that led to these audit 
recommendations. 
 
 In addition, the December 2008 audit report noted that “not all expenses had 
comprehensive supporting documentation,” and referenced expenses related to Dr. Wildenthal’s 
service on several outside boards and Dr. Wildenthal’s attendance at charity events.  This 
finding, however, incorrectly limited the scope of the documentation problem to the specific 
expenses that were noted, which suggested that no other significant concerns existed.  The audit 
report thus failed to provide notice of the more widespread problem involving many of Dr. 
Wildenthal’s requests for direct payment or reimbursement of his expenses.   
 
 At the time of the audit, the DMN had already made allegations questioning Dr. 
Wildenthal’s foreign travel expenses.  Although the December 2008 audit report states, “As [a] 
part of our audit, we tested a sample of various expenses including salaries, maintenance and 
operations, and travel,” there were no findings related to travel expenses.  Mr. Chaffin 
acknowledged that, because he was never specifically asked to investigate foreign travel issues 
for Dr. Wildenthal, he did not do so.   
 
 Mr. Chaffin said that the audit report also did not contain a recommendation that Mr. 
Chaffin considered making, which would have required the submission of an itinerary in advance 
of foreign travel and a list of attendees for meetings or dinner events.  Mr. Chaffin said that, 
while he believed that these recommendations were important, he was concerned that such 
recommendations would become immediate headlines for the DMN.  Mr. Chaffin stated during 
his interview that he was generally concerned with the potential for DMN headlines, and, as a 
result, he withheld numerous recommendations from the audit report.  Mr. Chaffin explained that 
he made a judgment call to leave these recommendations out of the audit report.   
 
 Mr. Chaffin also said that he believed that Mr. Roan feared a confrontation with Dr. 
Wildenthal concerning travel and entertainment expenses because of Dr. Wildenthal’s 
fundraising successes and the length of Dr. Wildenthal’s tenure at UTSW.  Mr. Chaffin did not 
include this concern in his audit findings.   
 
 Mr. Chaffin said that, after the audit, he came to the conclusion that UT System policy 
should require more specific itineraries and underlying documentation for all travel and 
entertainment expenses.  He said that he believes that reimbursements or direct payments by 
UTSW of expenses should be limited to those business expenses that convey a “directly related” 
benefit to UTSW.  Mr. Chaffin also said that, after this audit, he came to the conclusion that 
record keeping at UTSW needed to be improved to more clearly distinguish donor cultivation 
activities from personal activities.  Mr. Chaffin, however, had taken no action to raise any of 
these concerns, conclusions or recommendations with UT System officials.   
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 Mr. Chaffin explained that, while preparing the audit report, he was influenced by his 
belief that Dr. Wildenthal would no longer be employed by UTSW after stepping down as 
President.  Mr. Chaffin stated that, if he had known that Dr. Wildenthal was planning to continue 
to work for UTSW, he would have made additional recommendations in his audit report specific 
to Dr. Wildenthal, such as requiring a complete itinerary of travel in advance of Dr. Wildenthal’s 
trips, a specific accounting of Dr. Wildenthal’s time during travel, the names of attendees present 
at every meeting and event, and a listing of the specific benefit to UTSW for each travel and 
entertainment expense.  In addition, Mr. Chaffin acknowledged during his interview that his 
recommendations specific to Dr. Wildenthal should have been considered for the entire UT 
System.  However, none of these recommendations were included in Mr. Chaffin’s audit 
findings, nor was there any mention that there were additional concerns specific to Dr. 
Wildenthal that were omitted from the audit findings.   
  
 Mr. Chaffin said that he orally communicated some of the above stated concerns, which 
he believed were serious concerns, about inadequate documentation for travel and entertainment 
expenses to John Roan and Robert Rubel in December 2008.   
 
 The requirements of the International Standards for the Professional Practice of Internal 
Auditing are to “communicat[e] risk and control information to appropriate areas of the 
organization.”  Mr. Chaffin told us that he had concerns about Dr. Wildenthal’s spending 
activities and whether there was a legitimate business purpose for all of Dr. Wildenthal’s travel 
and entertainment expenses.  Mr. Chaffin chose not to document these concerns in the audit 
report and chose only to discuss these concerns informally with two individuals.  Mr. Chaffin’s 
audit represents a failure in the governance process, as risk information was not properly and 
formally communicated in writing.  Mr. Chaffin failed in his duties and responsibilities as Chief 
Audit Executive at UT System.   
 

5. Audit Committees at UT System Institutions 

 Each UT System institution has its own audit committee of which Mr. Chaffin is a 
member.  The Presidents of the respective institutions often serve as members of their own audit 
committee.  Each audit committee is also required to include independent external members.  
The Presidents of each institution have the option of chairing their institution’s audit committee.  
Dr. Wildenthal served as the Chairperson of the UTSW Audit Committee during his term as 
President.  At UTSW, Dr. Podolsky is currently the Chairperson of the audit committee.    

 Pursuant to Section 1130 of the International Standards for the Professional Practice of 
Internal Auditing, the governing standard for audits, “[i]nternal auditors must refrain from 
assessing specific operations for which they were previously responsible…[and] [a]ssurance 
engagements for functions over which the chief executive has responsibility must be overseen by 
a party outside the internal audit activity.”  Governance standards apply to the internal auditors 
and audit committees.  The audit committees at UT System institutions oversee and approve all 
of the work conducted by the internal audit staff.  Therefore, permitting the Presidents of UT 
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System institutions to chair their institution’s audit committee impairs the independence and 
objectivity of the audit process and is against best practices for internal auditing.41   

 Hence, the current audit committee structure at UTSW and other UT System institutions 
creates the potential for a conflict of interest and, as a result, is an ineffective form of internal 
governance.   

F. UTSW’S MANNER OF ACCOUNTING FOR AND ACKNOWLEDGING 
DR. WILDENTHAL’S DONATIONS WAS INADEQUATE, AT TIMES 
RESULTING IN INACCURATE GIFT LETTERS BEING ISSUED TO 
HIM. 

1. UT System Policies on Gifts Acceptance 

a. Donation Acknowledgements 

 UTSW follows the UT System Gift Acceptance Procedures and acknowledges every 
donation into a charitable account with a donation acknowledgement letter.  UT System policies 
do not specifically set forth what information must be included in donation acknowledgement 
letters.  It is also unclear what documentation UTSW actually relies on when it includes donation 
values for in-kind donations in its donation acknowledgement letters.   

 IRC § 6115 provides that donees, UT System or UTSW in this instance, must provide 
timely written disclosure statements to donors who make quid pro quo contributions in excess of 
$75.  A quid pro quo contribution is a payment made to a not-for-profit organization by a donor, 
partly as a contribution and partly for goods or services provided to the donor by the charity.  For 
example, if a donor gives a not-for-profit organization $100 and receives a concert ticket valued 
at $40, the donor has made a quid pro quo donation.  In this example, the charitable contribution 
portion of the payment is $60.  Even though the part of the payment available for deduction does 
not exceed $75, the donee must provide a written disclosure statement to the donor because the 
donor’s total payment (the quid pro quo contribution) exceeds $75.   

 The written disclosure statement must inform the donor that the amount of the 
contribution that is deductible for federal income tax purposes is limited to the excess of any 
money (and the value of any in-kind or property donations) contributed by the donor over the 
value of goods and services provided by the not-for-profit organization.   

 The donation acknowledgement letters used by UTSW are consistent with the 
requirements of IRC § 6115.   

                                                 
41 When we reviewed the audit committee composition at Princeton University and Ohio State 
University, we confirmed that neither institution had Presidents or other chief executives on their 
audit committees.   
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b. Protection of Donor Identities  

 There is an explicit confidentiality provision in UT System Policy for Gift Acceptance 
Procedures.42  Section 3.6 states that donor names will not be released pursuant to Section 
552.1235 of the Texas Government Code.   

c. Donations for Unreimbursed Expenses  

 The standard for deductions for unreimbursed expenses is unique at not-for-profit 
organizations.  Treasury Regulation Section 1.170A-1(g) provides that “unreimbursed 
expenditures made incident to the rendition of services to an organization, contributions to which 
are deductible, may constitute a deductible donation.”  An employee of a not-for-profit 
organization to which contributions are deductible under IRC § 170, such as UT System or 
UTSW, may deduct unreimbursed expenses as charitable contributions, subject to certain 
limitations.  Unreimbursed expenditures are deductible only to the extent that the expenditure 
directly relates to a legitimate business purpose.43   

 UT System does not have a specific rule or policy regarding donations for unreimbursed 
expenses.  As explained further below, donation acknowledgement letters were issued at UTSW 
without any inquiry as to whether the payments made to UTSW were for expenditures that 
related to a legitimate business purpose.     

d. Non-Cash Donations 

 Pursuant to Section 3.4 of the UT System Policy for Gift Acceptance Procedures, UT 
System and UT System institutions do not furnish valuations to donors for tax purposes or any 
other reason.  The policy also specifically states, “UT will not knowingly participate in a 
transaction in which the value of a gift is inflated above its true fair market value to obtain a tax 
advantage for a donor.”    

 Although there is no prescribed format from the IRS for the written acknowledgement, 
UT System or its institutions must provide enough information to substantiate the amount of the 
contribution.  UT System policies do not specifically set forth requirements for 
acknowledgement of non-cash donations.  Generally, pursuant to IRS Guidelines, to 
acknowledge the receipt of a gift with an estimated value of $250 or more, UT System or its 
institutions are required to provide (1) a description of the non-cash property transferred, and (2) 
a statement of whether any goods or services were provided in consideration for the gift.44  It is 
the donor’s responsibility to value the property.   

                                                 
42 Attached hereto as Exhibit 24. 
43 Dr. Wildenthal’s repayments of business expenses to UTSW fit into the category of 
“unreimbursed business expenses” under I.R.C. § 170. 
44 I.R.S. Publication No. 526, Charitable Contributions (2011), available at 
http://www.irs.gov/pub/irs-pdf/p526.pdf; I.R.S. Publication No. 561, Determining the Value of 



 
 
 
 

 34

 Section 3.5 of the UT System Policy for Gift Acceptance Procedures and Section 8 of the 
Board of Regents’ Rules and Regulations for Acceptance and Administration of Gifts provide 
that the President of the beneficiary institution is required to execute IRS Forms 8283 and Form 
8282 for non-cash donations.  Section B of Form 8283 contains an appraisal summary that must 
be completed for non-cash items for which the donor claimed a deduction of more than $5,000 
per item or group.45  The donee needs to complete Part IV of Form 8283, a donee 
acknowledgement, to indicate its receipt of the donated property as described by the donor.  The 
donee also affirms that if it sells, exchanges, or otherwise disposes of the property received in 
this category within three years after the date of the receipt, the donee will file Form 8282 
(Donee Information Return) with the IRS and give the donor a copy of that form.  As such, UT 
System and Board of Regents’ policies recognize the need for appropriate record keeping 
methods, in case a filing of Form 8282 is triggered.   

 Despite UT System and Board of Regents’ policies, UTSW did not maintain copies of 
Forms 8283 or Forms 8282 for any of Dr. Wildenthal’s donations.  When a UT System 
institution signs Forms 8282 and 8283, it should maintain a copy of this document for three 
years.   

2. Dr. Wildenthal’s Donations for Official Travel Expenses 

 Between 2003 and 2006, Dr. Wildenthal made significant personal donations to UTSW.  
Dr. Wildenthal frequently made donations by his own volition to underwrite his travel expenses.  
In these instances, Dr. Wildenthal’s donation checks to UTSW listed “official travel” in the 
check memo section.  These donation checks were then deposited into the Various Donors 
Account at UTSW, an unrestricted account that was controlled by Dr. Wildenthal during his term 
as President.   

 Ms. Bassel said that a donation acknowledgement letter is issued for every donation that 
is made and deposited into the Various Donors Account at UTSW.  She said that she was not and 
is not involved with the reimbursement of expenses.  Ms. Bassel never questioned whether Dr. 
Wildenthal’s donations to UTSW were to reimburse UTSW for payments he received for his 
travel expenses related to business-related activities.46   

                                                                                                                                                             
Donated Property (Rev. April 2007), available at http://www.irs.gov/pub/irs-pdf/p561.pdf; 
I.R.S. Publication 1771, Charitable Contributions: Substantiation and Disclosure Requirements 
(2011), available at http://www.irs.gov/pub/irs-pdf/p1771.pdf; and I.R.S. Publication 4302, A 
Charity’s Guide to Vehicle Donations (2011), available at http://www.irs.gov/pub/irs-
pdf/p4302.pdf. 
45 Contributions of certain publicly traded securities do not require a Section B appraisal.    
46 Cyndi Bassel, the Vice President for External Affairs at UTSW, has worked with Dr. 
Wildenthal at UTSW since June 1980, when Dr. Wildenthal recruited her to work with him.  Ms. 
Bassel became Dr. Wildenthal’s executive assistant in 1986.  She has worked for Dr. Wildenthal 
since that time. 
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 It is difficult to determine which expenses Dr. Wildenthal chose to underwrite when he 
traveled.  Dr. Wildenthal did not provide information beyond the fact that the donations were for 
“official travel.”  It is unclear whether these expenses were appropriately reimbursed by UTSW 
as business travel expenses.  If Dr. Wildenthal in fact considered expenses to be “borderline” or 
questionable as business travel expenses, these expenses should not have been submitted for 
reimbursement or direct payment by UTSW.    

 Dr. Wildenthal seems at times to have been guided by his conscience to make donations 
in amounts equal to travel reimbursements and direct payments by UTSW.  Such payments are 
sometimes referred to as “conscience payments.”  Dr. Wildenthal acknowledged that he often 
made donations when he was reimbursed by UTSW for his “borderline” business travel 
expenses, such as his trip to New Zealand where he donated $7,646.60 to UTSW on April 21, 
2010, the exact amount of the travel reimbursement he received from UTSW.47  However, Dr. 
Wildenthal’s donations to UTSW do not cure the initial problem of a UTSW employee receiving 
reimbursement from UTSW for personal expenses that are not properly related to university 
business.  

 In a few instances, Dr. Wildenthal described the purpose of his donation to UTSW as for 
“official meals.”  For example, on June 28, 2005, Dr. Wildenthal submitted a travel voucher 
form48 for a 10-day trip to Cambridge and London, England and Paris, France, on which he 
brought his wife.  He did not specifically designate any days on this trip as vacation days.  Dr. 
Wildenthal described the business purpose of this trip as, “England – Attend meeting of the 
University of Cambridge Advisory Board; France – Meet with mjr univ [sic] donors.”  The 
names of the donors with whom Dr. Wildenthal met were not included in the travel voucher 
form.  The purpose of Dr. Wildenthal’s wife’s travel was described in the travel form memo as 
“Attend official spouse functions at the University of Cambridge Advisory Board Meeting.”49  
Dr. Wildenthal was reimbursed for his rental cars in England and France, totaling $1,512.92, and 
for all his meals while traveling.  On July 19, 2005, Dr. Wildenthal wrote a check to UTSW for 
$2,157.91.  On the check, Dr. Wildenthal wrote “donation for official travel and meals.”  It is not 
clear what portion of his travel and meals Dr. Wildenthal chose to underwrite.  This payment was 
recorded as a donation and Dr. Wildenthal received a gift letter50 for the full amount of his 

                                                 
47 The donation acknowledgement letter for this payment, attached hereto as Exhibit 25, was 
signed by Dr. Podolsky.  The letter states, “I am writing on behalf of UT Southwestern Medical 
Center to express our deep gratitude for your gift in the amount of $7,646.60.  This donation will 
be used to support research and clinical care programs at the Medical Center.”  There is no 
mention of the trip to New Zealand in this letter. 
48 Attached hereto as Exhibit 26.  This form is not signed by Dr. Wildenthal. 
49 From London, Dr. and Mrs. Wildenthal traveled to Paris by train.  On August 8, 2005, Dr. 
Wildenthal wrote a check to UTSW to underwrite the cost of his wife’s train ticket.  This check 
was recorded as a donation to UTSW and Dr. Wildenthal received a gift letter, attached hereto as 
Exhibit 27. 
50 Attached hereto as Exhibit 28. 
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repayment.  There was no inquiry as to whether Dr. Wildenthal’s repayment related to a 
legitimate business expense.  

 Although Dr. Wildenthal suggested that he was motivated to make such donations in 
order to avoid future criticism, the manner in which he made the donations was not straight 
forward and raises additional issues that are subject to criticism.   

 Dr. Wildenthal also recognized that he received the same donation acknowledgement 
letter from UTSW irrespective of whether he was donating in order to underwrite questionable or 
“borderline” business expenses.  The donation acknowledgement letters provided list only the 
amount of the gift, and not that the donation was for Dr. Wildenthal’s travel or entertainment 
expenses.   

 We did not review Dr. Wildenthal’s personal tax returns.  However, with the donation 
acknowledgement letters he received, Dr. Wildenthal was given sufficient documentation to 
claim the full amount of his donation to UTSW as a charitable contribution, without the 
determination under IRS Rules that there was a legitimate business purpose for the expenses. 

 Dr. Wildenthal said that, upon the advice of his tax advisors, he did not claim deductions 
on his personal tax returns for his donations relating to “borderline” or questionable business 
expenses.51 

3. Dr. Wildenthal’s Donations for Spousal Travel 

 Dr. Wildenthal generally wrote checks to underwrite a portion of the travel expenses 
when he traveled with his wife.  For example, on October 26, 2006, Dr. Wildenthal traveled with 
his wife to England.  On the travel voucher form,52  Dr. Wildenthal described the business 
purpose of his wife’s travel as, “Represent [UTSW] as the spouse of [UTSW’s] President and as 
associate to the Chief Administrative Officer of [UTSW].”  The travel voucher form also stated 
that Dr. Wildenthal wrote a personal check to UTSW to underwrite this expense.  Then, on 
March 29, 2006, Dr. Wildenthal received a gift letter53 acknowledging his gift of $1,992.70, the 
cost of his wife’s travel.  Dr. Wildenthal wrote “travel expenses” in the check memo section of 
the check he wrote for this donation.   

 On June 19, 2006, Dr. Wildenthal submitted a request for approval of three foreign 
trips.54  He described the foreign trips as: 

- July 20-27, 2006: to Cambridge, England (where I will be meeting with the Vice 
Chancellor and faculty of Cambridge University, on whose overseas advisory board I sit, 

                                                 
51 We did not review Dr. Wildenthal’s personal tax returns as part of this investigation and 
cannot verify the accuracy of this statement. 
52 Attached hereto as Exhibit 29. 
53 Attached hereto as Exhibit 30. 
54 Attached hereto as Exhibit 31. 
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and with the President and faculty of Hugh Hall, where I serve as an Honorary Fellow) 
and to London, England (to visit with the staff of the St. Mark’s Hospital). 

- September 4-14, 2006 (including 4 vacation days): to Nice, France (where I will meet 
with [Donor #6], a major university donor, on whose foundation board I serve, to discuss 
foundation business and a major planned gift to UTSW), and to Montpellier, France 
(where I will visit the University of Montpellier). 

- October 26-November 4, 2006 (including 4 vacation days): to London, England (to meet 
with members of the British North America Committee, on whose board I serve, and to 
visit the Wellcome Library Trust) and to Vienna, Austria (to visit the University of 
Vienna). 

Dr. Wildenthal further wrote that his wife was planning to accompany him on these trips.  As he 
described:  

 [My wife] will engage in official spouse functions involved with the overseas advisory 
board of the University of Cambridge (July); with interactions with [Donor #6] in 
connection with potential donations (September); and with spouse functions with the 
British North American Committee (October).  However, I will be paying for all her 
expenses personally, and will not be seeking reimbursement from the University for any 
of her expenses. 

 In actuality, UTSW paid directly for Mrs. Wildenthal’s travel expenses.55  After UTSW 
paid for both Dr. Wildenthal’s and his wife’s expenses for these trips, Dr. Wildenthal then wrote 
a donation check to UTSW for the amount of his wife’s travel.56  Dr. Wildenthal received a gift 
letter for each of this donation, acknowledging the amount of the gift, and also acknowledging 
that Dr. Wildenthal received no personal benefit in exchange for the donation.   

 Dr. Wildenthal continued this practice, making donations to UTSW for his wife’s foreign 
travel expenses after those travel expenses were reimbursed or paid for directly by UTSW, 
throughout the period we investigated. 

 For example, on October 25, 2005, Dr. Wildenthal submitted a travel voucher form57 for 
an 11-day trip to Nice, France, Barcelona, Spain and Zurich, Switzerland, on which he brought 
his wife.  Dr. Wildenthal listed four days of this trip as vacation days.  He described the business 
purpose of this trip as, “France – Visit w/ Univ [sic] Donor; Spain – Visit Barcelona Lyceum 
Staff.”  The name of the donor with whom Dr. Wildenthal met was not included on the travel 
voucher form.  The purpose of Dr. Wildenthal’s wife’s travel was described in the travel form 
memo58 as “Represent UTSW in her position as associate to the Chief Administrative Officer of 
                                                 
55 See Exhibit 32, attached hereto. 
56 See Exhibit 33, attached hereto. 
57 Attached hereto as Exhibit 34.   
58 Attached hereto as Exhibit 35. 
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UTSMC.”  In addition, there was no explanation for the business purpose of his Zurich trip.  Dr. 
Wildenthal wrote, “Zurich not really a travel destination, but an overnight stay on the return 
trip.”  On this trip, Dr. Wildenthal exceeded his per diem for hotel and food costs.  On the travel 
voucher form, Dr. Wildenthal’s explanation for exceeding the per diem in each instance was, 
“Overage approved by the President of UTSW.”  At this time, Dr. Wildenthal was the President 
of UTSW.   
 
 In advance of this trip, Dr. Wildenthal wrote a check to UTSW, recorded as a donation, 
for $1,150.37, the cost of his wife’s air travel.  The travel form memo included that “Dr. 
Wildenthal has written a check to UTSW to underwrite [the cost of his wife’s travel].”  On the 
check, Dr. Wildenthal wrote, “official activities / donation.”  This payment was recorded as a 
donation and Dr. Wildenthal received a donation acknowledgement letter.59 
 
 In this case, more than 40 percent of this trip consisted of personal days.  Dr. Wildenthal 
should not have been reimbursed for all of his expenses of this trip; his expenses should have 
been apportioned.  Therefore, it was inappropriate for Dr. Wildenthal to receive a donation 
acknowledgment letter in recognition of this payment.   
 
 Similarly, it is unlikely that Dr. Wildenthal’s wife’s expenses related to a necessary 
business purpose.  Dr. Wildenthal nonetheless received a gift letter from UTSW for his 
repayment of his wife’s travel expenses.   
 
 Gift letters are issued for these “donations” to underwrite business travel expenses, some 
of which are likely not tax deductible as unreimbursed business expenses because there does not 
seem to be a legitimate business purpose for the expense.  The gift letters list only the amount of 
the gift and that the “donation will be used to underwrite various official University activities at 
the Medical Center.”60  Again, Dr. Wildenthal’s donations to UTSW do not cure the initial 
problem of a UTSW employee receiving reimbursement from UTSW for his wife’s personal 
expenses that were not properly related to university business. 

 While we did not review Dr. Wildenthal’s personal tax returns, the donation 
acknowledgement letters he received from UTSW would allow him to record his repayment of 
his and his wife’s travel expenses as a donation, and hence, include it as a charitable contribution 

                                                 
59 Attached hereto as Exhibit 36. 
60 For example, after a trip to England and France with his wife in late June 2005, Dr. Wildenthal 
made a donation to UTSW for $2,157.91, attached hereto as Exhibit 37.  In the check memo line, 
he wrote, “donation for official travel and meals.”  On July 25, 2005, Dr. Wildenthal was sent a 
donation acknowledgement letter.  The letter read, “On behalf of The University of Texas 
Southwestern Medical Center, I gratefully acknowledge receipt of your gift in the amount of 
$2,157.91.  This donation will be used to support various official University activities at the 
Medical Center.”  The donation acknowledgement letter did not recognize that Dr. Wildenthal’s 
donation was, in fact, made to underwrite business expenses for his trip. 
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(that can be deducted without limitation) on his personal tax return, without further question of 
whether these travel expenses related to a legitimate business purpose.    

4. Dr. Wildenthal’s Non-Cash Donations 

 Dr. Wildenthal frequently made in-kind donations to UTSW.  In many instances, there is 
inadequate documentation for the valuation of the donation.  For example, on August 31, 2006, 
Dr. Wildenthal received a donation acknowledgement letter, signed by Cyndi Bassel,61  
acknowledging a gift of $17,635.24 for “payments made directly to vendors for the purpose of 
underwriting the costs of various official University activities from January 1, 2006 though 
August 31, 2006.”62  There is no back-up documentation, such as receipts, the names of the 
vendors who were paid, or the dates of the official University activities.  There is no mention in 
the letter of how this valuation was determined.  In addition, it is unclear whether Cyndi Bassel 
signed a Form 8283 for Dr. Wildenthal acknowledging this donation.  There is no copy of a 
Form 8283 in the UTSW donation records.   

 Similarly, on December 29, 2006 and December 31, 2007, Dr. Wildenthal received 
donation acknowledgement letters, signed by Cyndi Bassel, acknowledging gifts of $16,661.40 
and $19,710.74, respectively, for payments made directly to vendors.63  Again, there is no 
supporting documentation for these donations.  It is unclear what vendors were paid, on what 
dates, and for what events.  There are no receipts or other documents showing Dr. Wildenthal’s 
payment to vendors for UTSW expenses.  In both cases, there is no mention in the letters of how 
the valuation was determined, and there is no record of whether Form 8283s were signed for Dr. 
Wildenthal by UTSW. 

 On December 31, 2008, Dr. Wildenthal received a donation acknowledgement letter from 
Cyndi Bassel, acknowledging a gift of $19,644.30 worth of wine to be used for donor relations 
and appreciation at UTSW.  There is no supporting documentation for this donation and no 
evidence that Ms. Bassel viewed a receipt for the cost of the wine or took any other action to 
verify the value of the donation.  The donation acknowledgment letter also failed to explain the 
circumstances.  There is no record of whether a Form 8283 was signed for Dr. Wildenthal by 
UTSW.   

 When interviewed, Ms. Bassel said that she saw receipts every time she acknowledged 
the value of an in-kind donation.  However, these receipts were not part of the donation records 
for the significant donations listed above.  It is important for UTSW to retain any supporting 

                                                 
61 Donation acknowledgement letters and relevant tax forms, such as Form 8283s, are handled by 
the Gift Administration Office of the Office of Development at every other UT System 
institution.  At UTSW, Ms. Bassel played a unique role beyond her official title as Vice 
President for External Affairs and frequently took on tasks that would otherwise be handled by 
the Office of Development.     
62 Attached hereto as Exhibit 38. 
63 Attached hereto as Exhibit 39. 



 
 
 
 

 40

documentation regarding the valuation of large in-kind donations.  In addition, records must be 
kept concerning whether a Form 8283 was signed by UTSW. 

G. UT SYSTEM’S POLICIES AND PROCEDURES GOVERNING 
ACCEPTANCE OF ANONYMOUS DONATIONS WERE ADEQUATE 
BUT NOT FOLLOWED AT UTSW. 

1. UT System and its institutions have policies and procedures in place 
 for accepting anonymous donations. 

 Section 3 of the UT System Gift Acceptance Procedures explains that UT staff will make 
reasonable efforts to be aware of and sensitive to donors’ expectations, which, of course, 
includes anonymity.  Section 3.6 of the Gift Acceptance Procedures includes a strict 
confidentiality provision, confirming that “UT staff will adhere to strict confidentiality with 
regard to any information, records, and personal documents pertaining to donors and gifts.”   

 Anonymous donations are very common.  Anonymous donations are reviewed pursuant 
to explicit procedures set forth in Section 4.1 of the policy.  In practice, the Gift Administration 
Office of the Office of Development for UT System or a UT System institution, as applicable, 
receives donations from anonymous donors.  These donations are accompanied by a statement in 
writing that the donor wishes to remain anonymous.  UT System and its institutions have a 
database for the processing of donation, where the donation is specifically coded as an 
anonymous donation.  Access to this database requires authorization and there is very limited 
access.  With an anonymous donation, the donor’s name is never revealed publicly, unless a 
specific request to do so is made by that donor.    

2.  Dr. Wildenthal personally accepted donations from an anonymous 
 donor. 

 Rather than follow the UT System Gift Acceptance Procedures, requiring that donor gifts 
be submitted through the Development Office at UTSW, Dr. Wildenthal personally accepted 
gifts from a UTSW donor who wished to make anonymous donations. Dr. Wildenthal said that 
the anonymous donor did not want to go through official UTSW channels.   

 Dr. Wildenthal told us that an individual, who was a close friend of his, wanted to pay 
money to him personally to show her appreciation for his efforts on behalf of UTSW.  Dr. 
Wildenthal said that he rejected the idea and instead suggested that the individual make checks 
payable to Dr. Wildenthal, which Dr. Wildenthal would endorse over to UTSW as a donation.  
According to Dr. Wildenthal, he suggested this procedure because the individual wanted her 
donations to be anonymous, and Dr. Wildenthal was distrustful of UT System’s ability to keep 
donor names private.  Dr. Wildenthal stated that Cyndi Bassel and Trisha McDonald from the 
Gift Administration Office were aware of the arrangement.  Ms. Bassel acknowledged her 
awareness in this regard, and advised that the individual anonymous donor was a faculty 
member.   
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 On March 20, 2007, Dr. Wildenthal collected a cashier’s check of $10,000 from this 
individual and then, on his own behalf, donated that amount to UTSW.  Similarly, on January 14, 
2008, Dr. Wildenthal collected another cashier’s check of $10,000 from the same individual and 
then, on his own behalf, donated that amount to UTSW.   

3. Dr. Wildenthal personally received donation acknowledgement letters 
 when he accepted and submitted anonymous donations to UTSW. 

 In both instances, Dr. Wildenthal received a donation acknowledgement letter from 
UTSW reflecting the donation in an unqualified manner.64  When we asked Dr. Wildenthal why 
he personally received donation acknowledgement letters for the anonymous donations, he said 
that it was because his name was on the check and the check needed to be recorded somehow.  
He also offered that he could have deposited the check into his personal account and then written 
a check to UTSW, but he chose not to handle it this way.   

4. Dr. Wildenthal’s and UTSW’s handling of the anonymous donations 
 was problematic. 

 Dr. Wildenthal’s receiving of the donation checks appears to be in violation of UT 
System’s personal gift policy.  Section 4 of the UT System Administration Internal Policy65 
states that employees are only permitted to receive gifts valued at less than $50, and only as long 
as such a gift is not given in exchange for an official action.   

 In this case, by accepting gifts in excess of $50, Dr. Wildenthal appears to be in direct 
violation of this policy.  If, on one hand, the two $10,000 checks became Dr. Wildenthal’s 
money upon his receipt, he could be deemed to have accepted two gifts of $10,000.  This 
treatment is consistent with what would be required to justify donation acknowledgement letters.  
If, on the other hand, Dr. Wildenthal was only a conduit, he may still have violated the personal 
gift policy, because he may have received a tax benefit as a result of how the donations were 
structured.  As noted above, Dr. Wildenthal received donation acknowledgement letters, in two 
separate tax years, which would have provided support for deductions on his personal tax 
returns.  Such benefits would each be in an amount in excess of $50.   

 Consistent with the approach that we took regarding Dr. Wildenthal’s other personal tax 
issues, we did not ask Dr. Wildenthal whether he took such deductions.  As such an inquiry is 
necessary for a complete analysis of whether Dr. Wildenthal violated the personal gift policy, we 
believe that the issue is beyond the scope of our mandate.  We do recommend, however, further 
inquiry into the issue.   

 Whether or not Dr. Wildenthal directly violated the rule, receiving a valuable gift, or 
potentially valuable gift for tax purposes, from a faculty member, is a conflict of interest and 
another example of questionable judgment by Dr. Wildenthal.    

                                                 
64 Attached hereto as Exhibit 40. 
65 Attached hereto as Exhibit 41. 
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 We suggest that UT System evaluate its policy and consider adding a specific restriction 
on the acceptance of gifts by employees on behalf of UT System or its institutions.       
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IV. 
CONCLUSIONS AND RECOMMENDATIONS 

 We have reached the following conclusions and make the following recommendations: 

1. Dr. Wildenthal exercised questionable judgment in making discretionary 
decisions on spending within UTSW’s broad mandate.  

 Because of Dr. Wildenthal’s broad mandate as President and special 
assistant to the President of UTSW, many of his travel expenses were left 
to his discretion and judgment, which was questionable at times.  As Dr. 
Wildenthal himself acknowledged, some of his travel expenses have a 
strong personal element.  Such expenses must be subjected to a 
comprehensive process for approval, documentation, reporting and 
auditing. 

 Dr. Wildenthal had the responsibility to set a compliant example for the 
general public and employees at UTSW.  Dr. Wildenthal’s questionable 
decisions failed to put his conduct beyond the bounds of reasonable 
criticism. 

 Consistent with Dr. Wildenthal’s strong fundraising, more generous gifts 
were provided to significant donors to UTSW.  While gifts to significant 
donors to acknowledge UTSW’s appreciation were generally appropriate, 
it is still important to require documentation for purchases of donor gifts.  
Receipts should be provided for all donor gifts.  In addition, 
documentation should be required that includes the name of the donor and 
the amount of the donor’s donation to the UT System institution.   

2. UT System and UTSW had policies and procedures in place governing the 
approval, documentation, reporting and auditing of Dr. Wildenthal’s travel 
and entertainment expenses. 

a. Travel Expenses 

 “Business purpose” for travel should be specifically defined in UT System 
Rules.  We suggest that the definition of business travel in UT System 
Rules should be amended to provide more specific guidance that is 
consistent with the various IRS publications cited in this Report.  This 
additional guidance will provide a framework for the approval, 
documentation, reporting and auditing of such expenses.   

 Approval requests for foreign travel can require more specific information.  
For example, requests submitted in advance of foreign travel should 
always include a request for an estimate of expenses.  If expenses exceed 
20 percent of the estimate, a more thorough investigation should be 
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conducted. 

 UT System should reassess its Spousal Travel Policy.  Because of the 
likelihood of a strong personal element to trips that include spousal travel, 
especially on foreign trips, UT System may want to discontinue its nearly 
automatic reimbursement of spousal travel expenses. 

b. Entertainment Expenses 

 Expenses for all events, large or small, held by the Office of the President 
should be included in the quarterly reports.  It is just as important to 
conduct a review of expenses related to a gala as it is a dinner for a few 
individuals. 

 In order to comply with IRC § 274(d), itemized receipts for entertainment 
expenses, and not merely the signature page of a receipt, should be 
submitted prior to the approval and processing of direct payment or 
reimbursement requests. 

3. UT System’s policies and procedures governing Dr. Wildenthal’s spending 
were adequate but not enforced at UTSW.  Most significantly, Dr. 
Wildenthal’s spending was not in all instances sufficiently documented to 
show the predominant business purpose and benefit to UTSW, and as a 
result it was not subjected to meaningful review. 

 Travel voucher forms submitted for direct payment or reimbursement 
should be signed, pursuant to UT System policy, before they can be 
evaluated. 

 Consistent with the spirit of the UT System policies and IRC § 274, 
requests for reimbursement of entertainment expenses should always list 
all of the attendees of the event.   

 It is important that there be adequate oversight of Dr. Wildenthal’s travel 
and entertainment expenses.  There was minimal oversight of Dr. 
Wildenthal’s spending while he was President of UTSW, and there is even 
less now.  As long as Dr. Wildenthal is allowed to serve in his current role, 
his travel and entertainment should be monitored closely and included in 
the quarterly reports of presidential expenses at UTSW.   

 Dr. Podolsky, Dr. Shine and the new Chief Business Officer at UTSW are 
all currently responsible for evaluating Dr. Wildenthal’s travel expenses.  
Those responsible for reviewing and approving the travel expenses of 
others can and should be able and willing to freely ask questions about the 
business purpose and need for travel.   
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4. UT System and UTSW audits during Dr. Wildenthal’s presidency failed to 
alert officials at UT System or UTSW that there were risks related to Dr. 
Wildenthal’s spending and expense documentation. 

 Auditors should outline a risk plan at the outset of an audit that includes 
all areas of concern.  To the extent that there are broad areas of concern 
and broadly stated objectives to an audit, the auditors should not take a 
narrow approach during their inquiry.   

 Auditors should document all risks and concerns that arise during an audit.   

 The Chief Business Officer should review the travel and entertainment 
expenses of all the executives in the Office of the President.   

 Internal audits should all be expanded to review the travel and 
entertainment expenses of all the executives in the Office of the President 
as well. 

 Consistent with the International Standards for the Professional Practice 
of Internal Auditing, an audit committee should not be composed of 
members whose individual expenses are being audited.  Best practices 
dictate that Presidents and other individuals with executive authority at UT 
System institutions should not be permitted to serve on their own 
institution’s Audit Committee.  To set a high ethical standard, the Audit 
Committee should be completely separate from the Office of the President 
at UT System institutions.   

5. UTSW’s manner of accounting for and acknowledging Dr. Wildenthal’s 
donations was inadequate, at times resulting in inaccurate gift letters being 
issued to him. 

 UT System should standardize the guidelines for gift acceptance and 
should make the guidelines mandatory for all UT System institutions. 

 When Dr. Wildenthal made donations to UTSW in amounts relating to his 
travel and entertainment expenses, there was no investigation of whether 
the underlying expenses related to a legitimate business purpose.  As a 
result, Dr. Wildenthal received donation acknowledgement letters for 
payments to UTSW that may have related to “borderline” business 
expenses.   

 UT System should formally rescind the inaccurate donation 
acknowledgement letters issued to Dr. Wildenthal and advise Dr. 
Wildenthal to consult with his personal tax advisors to determine what 
effect, if any, this action has on deductions taken on his personal tax 
returns.  
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 UTSW should inquire with regard to donations and require more 
documentation before issuing donation acknowledgement letters.  The 
simple fact that a donation was made and deposited into a gift account is 
not, on its own, a sufficient basis for issuing a donation acknowledgement 
letter.   

 UTSW and other UT System institutions should maintain all 
documentation supporting the valuation of in-kind donations.  Copies of 
any Form 8283 signed on behalf of UT System institutions for donors’ 
personal tax deduction purposes should be maintained for a minimum of 
three years.   

6. UT System’s policies and procedures governing acceptance of anonymous 
donations were adequate but not followed at UTSW.   

 Dr. Wildenthal did not follow UT System’s policies and procedures for the 
acceptance of anonymous donations.  UT System should amend and 
expand its policies and procedures to limit the circumstances in which 
donations to a UT System institution can be accepted by employees on 
that institution’s behalf, or require that donations be accepted only through 
the Development Offices of the UT System or UT System institutions. 

 UT System should investigate whether Dr. Wildenthal violated the UT 
System policy that forbids the receipt of gifts with a value of $50 or more.   
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