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ASSISTANT DIVISION DIRECTOR 
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1201 Main Street, Suite 420 
Columbia, South Carolina 29201 

Dear Rick: · 

JAMES M. WADDEU... JR. 
CHAIRMAN. SENATE FlNANCE COMMITTEE 

WIU.IAM D. SOAN 
CHAIRMAN, WAYS AND MEANS COMMITTEE 

JESSE A. COLES, JR., Ph.D. 
EXECl1llVE DIRECTOR 

I have attached Denmark Technical College's procurement audit report and 
recommendations made by the Office of Audit and Certification. Since the 
Department did not request procurement recertification, I recommend that the 
report be presented to the Budget and Control Board for information. 

Sincerely, 

~e~· 
Assistant Division Director 
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Mr. James J. Forth, Jr. 
Assistant Division Director 
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Dear Jim: 

JAMES M. WADDEll.. JR. 
CHAIRMAN, SENATE FINANCE COMMrrrEE 

WILLIAM D. BOAN 
CHAIRMAN. WAYS AND MEANS COMMrrrEE 

JESSE A. COLES. JR., Ph.D. 
EXECU'T1YE DIRECTOR 

We have examined the procurement policies and procedures of 

Denmark Technical College for the period March 1, 1989 - June 

30, 1991. As part of our examination, we studied and evaluated 

the system of internal control over procurement transactions to 

the extent we considered necessary. 

The evaluation was to establish a basis for reliance upon 

the system of internal control to assure adherence to the 

Consolidated Procurement Code and State and College procurement 

policy. Additionally, the evaluation was used in determining the 

nature, timing . and extent of other auditing procedures necessary 

for developing an opinion on the adequacy, efficiency and 

effectiveness of the procurement system. 

The administration of Denmark Technical College is 

responsible for establishing and maintaining a system of internal 

control over procurement transactions. 

STATE 
PROCUREMENT 

INFORMATION 
TECHNOLOGY 
MANAGEMENT 

STATE & FEDERAL 
SURPLUS 

PROPERTY 

CENTRAL SUPPLY 
&INTERAGENCY 

MAIL SERVICE 

In 

OFFICE OF AUDIT 
ll CERTIFICATION 

fulfilling 

INSTALLMENT 
PURCHASE 
PROGRAM 



this responsibility, estimates and judgements by management are 

required to assess the expected benefits and related costs of 

control procedures. The objectives of a system are to provide 

management with reasonable, but not absolute, assurance of the 

integrity of the procurement process, that affected assets are 

safeguarded against loss from unauthorized use or disposition and 

that transactions are executed in accordance with management's 

authorization and are recorded properly. 

Because of inherent limitations in any system of internal 

control, errors or irregularities may occur and not be detected. 

Also, projection of any evaluation of the system to future 

periods is subject to the risk that procedures may become 

inadequate because of changes in conditions or that the degree of 

compliance with the procedures may deteriorate. 

Our study and evaluation of the system of internal control 

over procurement transactions, as well as our overall examination 

of procurement policies and procedures, were conducted with 

professional care. However, because of the nature of audit 

testing, they would not necessarily disclose all weaknesses in 

the system. 

The examination did, however, disclose conditions enumerated 

in this report which we believe need correction or improvement. 

Corrective action based on the recommendations described in 

these findings will in all ' material respects place Denmark 

Technical College in compliance with the South Carolina 

Consolidated Procurement Code and ensuing regulations. 

Y~~l~E, Manager 
Audit and Certification 
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INTRODUCTION 

We conducted an examination of the internal procurement 

operating procedures and policies and related manual of Denmark 

Technical College. Our on-site review was conducted April 17, 

1991 through April 26, 1991, and was made under the authority as 

described in Section 11-35-1230(1) of the South Carolina 

Consolidated Procurement Code and Regulations 19-445.2020. 

The examination was directed principally to determine 

whether, in all material respects, the procurement system's 

internal controls were adequate and the procurement procedures, 

as outlined in the Internal : Procurement Operating Procedures 

Manual, were in compliance with the South Carolina Consolidated 

Procurement Code and its ensuing regulations. 

3 



BACKGROUND 

Section 11-35-1210 of the South Carolina Consolidated 

Procurement Code states: 

The (Budget and Control) Board may assign dif
ferential dollar limits below which individual 
governmental bodies may make direct procurements 
not under term contracts. The Division of General 
Services shall review the respective governmental 
body's internal procurement operation, shall 
verify in writing that it is consistent with the 
provisions of this code and the ensuing regula
tions, and recommend to the Board those dollar 
limits for the respective governmental body's 
procurement not under term contract. 

Most recently, on October 24, 1989, the Budget and Control 

Board granted Denmark Technicai College the following 

certification: 

Goods and Services 
(Local Funds Only) 

$5,000 per commitment 

Our audit was performed primarily to determine 

recertification for expenditures of local funds is warranted. 

if 

During the audit, the College decided not to request 

recertification due to staff turnover. 
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SCOPE 

Our examination was performed in accordance with Generally 

Accepted Auditing Standards as they apply to compliance audits. 

It encompassed a detailed analysis of the internal procurement 

operating procedures of Denmark Technical College and its related 

policies and procedures manual to the extent we deemed necessary 

to formulate an opinion on the adequacy of the system to properly 

handle procurement transactions. The examination was limited to 

procurements made with local funds, which include federal funds, 

local appropriations, contributions and student collections, which 

is the procurement activity ma_naged by the College. As in all 

South Carolina technical colleges, state funded procurements are 

managed by the State Board of Technical and Comprehensive 

Education. 

Specifically, the examination included, but was not limited 

to review of the following areas: 

( 1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

Fifty-six judgementally selected procurement transactions 
of $500.00 or more for the period 3/1/89 - 3/31/91 

All sole source and emergency procurements 
(3/1/89 - 3/31/91) 

All trade-in sales (3/1/89 - 3/31/91) 

Two permanent improvement contracts for approvals and 
compliance with the Manual for Planning and Execution of 
State Permanent Improvements 

Selection and approval of three architect-engineer 
contracts 

Block sample of five hundred sequentially numbered 
purchase orders 

Evidence of competition and sealed bidding procedures 

5 



(B) Purchasing policies and procedures manual 

(9) Property management and fixed asset procedures 

(10) Warehousing, inventory and disposition of surplus 
property procedures 

(11) Procurement staff and training 

(12) Information Technology Plans 

(13) Minority Business Enterprise Plan quarterly progress 
reports 

(14) Adequate audit trails 

FOLLOW-UP SCOPE 

We performed a _ follow-up audit September 5 during which we 

verified Denmark Technical College's corrective action for each 

recommendation made in this report. Also, we tested the following 

additional transactions: 

(1) All sole source and emergency procurements and trade-in 
sales for the period April 1, 1991 through June 30, 1991 

(2) All non-exempt procurement transactions greater than $500.00 
each for the period April 1, 1991 through June 30, 1991 

(3) Review of all revised purchasing procedures 

Please see page 22 of this report for the follow-up results. 
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SUMMARY OF AUDIT FINDINGS 

Our audit of the procurement system of Denmark Technical 

College, hereinafter referred to as the College, produced findings 

and recommendations in the following areas: 

I. Sealed Bids and Procedures 

We noted multiple weaknesses in the 

sealed bidding practices. 

II. Compliance - General 

A. Unauthorized Procurements 

1. We noted two procurements that exceeded 

the College's certification. 

2. We noted three groups of procurements 

that should have been combined and sub-

mitted to the State Materials Manage

ment Office for processing. 

B. Procurements Without Evidence of 
Competition 

We noted four procurements that were made 

without competition, sole source or emer

gency procurement determinations. 

c. Late Payments 

We noted two late payments. 

D. Overpayments 

We noted two procurements with errors that 

resulted in overpayments. 
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III. Construction - Unauthorized 
Architect-Engineer Contract 

We noted one architect-engineer contract 

that was not approved by the State 

Engineer ' s Office. 

IV. Sole Source and Emergency Procurements 
and Trade-in Sales 

A. Inappropriate Emergency Procurement 

We noted one inappropriate emergency 

procurement. 

B. Unauthorized Trade-in 

We noted one trade-in that was not 

approved. 

V. Property Management 

A. Surplus Property Procedures 

We noted that the College has not reported 

surplus property to the Division of General 

Services. 

B. Fixed Asset Inventory 

We noted one equipment item that had not 

been added to the College's equipment 

inventory. 

VI. Purchasing Policies and Procedures Manual 

We recommend that the College's manual be 

revised. 
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VII. Professional DeveloQment 19 

I We recommend that purchasing officials 

enroll in related training classes and seek 

I professional certification. 
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RESULTS OF EXAMINATION 

I. Sealed Bids and Procedures 

The following weaknesses were noted in the College's sealed 

bidding procedures: 

(1) The College uses a "Request for Quotation" form in 

lieu of an "Invitation for Bids". The form that is 

currently being used is intended for informal written 

quotations for purchases that do not exceed $2,499.99. 

As a result, many of the required conditions 

associated with sealed bidding are not included in the 

solicitations. 

(2) The College does not conduct public bid openings or 

tabulate bid responses. Openings are conducted in the 

same manner as informal written quotations. 

( 3) Other procedures related to sealed bidding are ·not 

being followed. 

Code Sections 11-35-1520 through 11-35-1540 and Regulations 

19-445.2030 through 19-445.2090 contain the conditions and 

provisions for competitive sealed bidding for contracts that 

amount to, or exceed $2,500.00. 

We recommend that the College develop an acceptable 

"Invitation for Bids" form and that they implement the proper 

procedures for competitive sealed bidding. These forms and 

procedures should be submitted to the Office of Audit and 

Certification for review and approval prior to their 

implementation. 
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COLLEGE RESPONSE 

The College has included the procedures for "Invitation for Bids" 
in its Purchasing Policies and Procedures Manual. The manual has 
been submitted to the Office of Audit and Certification and upon 
approval it will be implemented on August 1, 1991. 

II. Compliance - General 

To test for general compliance with the Consolidated 

Procurement Code, we selected a sample of fifty-six transactions 

as described in the scope of this report. As a result of this 

testing, we noted the following exceptions: 

A. Unauthorized Procurements 

1. The following two pr.ocurements exceeded the College's 

certification: 

Itemt 

1 

2 

PO/Voucher# 

(Voucher) 57711 

(PO) 8622 

Contract Amount Description 

$4,900.00 Consultant contract 

8,583.75 Printing services 

The College must submit a request for ratification to the 

State Materials Management Officer in accordance with Regulation 

19-445.2015 for each of these procurements. 

We further advise the College to submit all procurements 

that exceed, or potentially exceed, their certification to the 

State Materials Management Office. 

2. The following three groups of procurements should have 

been combined and submitted to the State Materials Management 

Office: 

11 



a) PO# 

10050 

10051 

PO Amount PO Date Description 

$4,198.43 02J20/91 5 floor burnishers 

2,806.65 02/20/91 5 polisher/strippers 

$7,005.08 (Total voucher t 58979) 

Both of these items were purchased from the same vendor and 

invoiced on the same date. 

b) POt PO Amount 

9212 $2,541.00 

PO Date 

10/02/90 

9213 1,179.15 10/02/90 

$3,720.15 (Total) 

Description 

Projection panel and 
accessories 

Projection screen 

The projection panel (POt 9212) was purchased from a 

division of the company that was awarded POl 9213 for the 

projection screen. Both invoices were dated 10/22/90 and were 

from the same company. 

This purchase exceeded the College's basic certification 

level of $2,500.00 for information technology procurements. 

c) POt PO Amount PO Date Description 

8119 $4,672.50 04/12/90 100 mattresses 

8154 1,168.13 04/19/90 25 mattresses 

$5,840.63 (Total plant fund check# 215) 

The purchase of 4/19/90, POt 8154, was supported by copies 

of the quotes from PO# 8119. Both purchases were delivered and 

invoiced on the same day. 
. 

Since the collective amounts of each group of procurements 

exceeded the College's certification, they were unauthorized. A 

request for ratification must be submitted to the State Materials 

Management Officer in accordance with Regulation 19-445.2015 for 

each of these procurements. 
12 
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We recommend, that on all subsequent purchases, the College 

combine like purchases and consider the total dollar potential of 

the award before proceeding with the procurement. Purchases that 

may exceed the College's certification must be submitted to the 

State Materials Management Office. 

COLLEGE RESPONSE 

The College has submitted to the State Materials Management 
Office Check #59711 and Purchase Order Numbers 8622, 10050, 
10051, 9212, 9213, 8119, and 8154 for approval on July 1, 1991. 
Also, any purchases exceeding the College ' s certification is 
being submitted to the State Materials Management Office. 

B. Procurements Without Evidence of Competition 

The following four procurements were not supported by 

evidence of competition or sole source or emergency procurement 

determinations: 

Item PO# PO Amount PO Date Description 

1 9907 $ 971.26 01/29/91 Install relay 
2 10040 1,094.10 02/19/91 Install valve and welding 
3 8584 2,987.00 09/24/90 Annual elevator service 

contract 
4 7051 1,900.00 09/27/89 Auto repairs 

The Code requires all procurements above $500.00, that are 

not exempt, sole source or emergencies, or on term contract, to 

be competed in accordance with Regulation 19-445.2100 or 19-

445.2035. 

We recommend that the College adhere to the methods of 

source selection as outlined in Section 11-35-1510 of the Code. 

13 



COLLEGE RESPONSE 

The College will adhere to the methods of source selection as 
outlined in Section 11-35-1510 of the South Carolina Consolidated 
Procurement Code. 

Item 

1 
2 

c. Late Payments 

The following two payments were not made on a timely basis: 

Voucher# 

58575 
58025 

Voucher Date 

02/08/91 
01/12/91 

Vendor 
Invoice Date Description 

10/22/90 
10/22/90 

Projection screen 
Projection panel 

Section 11-35-45 of the Code requires, " ... payment within 

thirty work days after the receipt of the goods (or resulting 

invoice) whichever is received·later ••• " 

We reconunend that the College pay invoices in a timely 

manner. 

COLLEGE RESPONSE 

In the future, the College will pay invoices in accordance with 
its policy. The College policy is to pay for goods and services 
within ten business days upon delivery. 

D. Overpayments 

1. The College obtained a written quotation for twenty-five 

first aid kits of $47.67 per unit, but they were invoiced and 

paid $51.26. This resulted in an overpayment on voucher #54456 

of $89.75. 

2. State P00001667 was issued by State Purchasing for five 

gym floor covers. The purchase order specified FOB destination, 

14 
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but the College was invoiced and paid an additional $159.60 for 

freight on voucher 151083. 

We recommend that the College request reimbursements from 

the vendors and evaluate their current review procedures for the 

detection of these type errors. Future invoices above authorized 

amounts should not be paid. 

COLLEGE RESPONSE 

The College received reimbursement from the vendors on April 15, 
1991. Also, necessary steps have been taken to avoid this error 
in the future. The steps are: (1) audit invoices, (2) match 
receiving report to Purchase Order, (3) match audited invoices 
with Purchase Order, and (4) submit voucher for payment. 

III. Construction - Unauthorized Architect-Engineer Contract 

On May 10, 1990, the College entered into a $53,460.00 

contract with an architectural firm to develop a master site 

plan. This contract has not been approved by the State 

Engineer' s Off ice and yet the entire amount has already been 

encumbered. 

Also, the College failed to establish this as a permanent 

improvement project prior to the rendering of the contracted 

services. This was not done until November 21, 1990. 

Section 11-35-3220 of the Code requires that all such 

contracts be submitted to the State Engineer's Office for review 
. 

and approval prior to the execution of that contract. 

The College must request ratification of this contract from 

the Director of the Division of General Services in accordance 

with Regulation 19-445.2015. 

15 



We recommend that the College submit all future architect

engineer contracts to the State Engineer's Office for approval as 

outlined in the Manual for Planning and Execution of State 

Permanent Improvements and Article 9 of the Code. 

COLLEGE RESPONSE 

On June 28, 1991, the College submitted the contract to the 
Director of the Division of General Services for ratification in 
accordance with Regulation 19-445.2015. In the future, the 
College will follow the Manual for Planning and Execution of 
State Permanent Improvements and Article 9 of the Code. 

IV. Sole Source and Emergency Procurements and Trade-ins 

A. Inappropriate Emergency Procurement 

The College obtained lighting fixtures and electrical 

service for the men's dormitory as an emergency procurement. The 

justification. for this procurement did not support the use of the 

emergency procurement method. 

Regulation 19-445.2110 is specific as to the criteria for 

emergency procurements. We do not accept the College ' s 

justification as appropriate under those guidelines. 

We recommend that the College adhere to the requirements of 

the Code when determining if an emergency procurement is 

justified. Further, the College should ensure that a preventive 

maintenance inspection by maintenance personnel be initiated to 

identify any other such conditions. 
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COLLEGE RESPONSE 

The College will adhere to Regulation 19-445.2110 in determining 
emergency procurements. 

B. Unauthorized Trade-in 

The College failed to obtain the required approval for the 

trade-in of an answering machine valued at $1,274.25. The 

request for trade-in document had been completed, but apparently 

it was not submitted to the Materials Management Office. 

Regulation 19-445.2150(G) requires that trade-ins, valued 

at more than $500.00, be referred to the "Materials Management 

Officer, the Information Technology Management Officer, or the 

designee of either, for disposition." 

Since this trade-in was not approved by the appropriate 

authorities, it was an unauthorized disposal. A request for 

ratification must be submitted to the State Materials Management 

Officer in accordance with Regulation 19-445.2150(!). 

We recommend that the College obtain the proper approvals 

on all future trade-ins when the value exceeds $500.00. 

V. Property Management 

A. Surplus Property Procedures 

The College has not reported their surplus property to the 

Division of General Services as required by the Code. 

During our review of the surplus property warehouse, we 

noted a large number of chairs and desks. Most of these items 

had been in storage for at least two years. However, a turn-in-

I document has not been submitted to the Surplus Property 

I Management Office. 

17 
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Regulation 19-445.2150(A) states in part ... "All 

governmental bodies must identify surplus items, declare them as 

such, and report them to the Materials Management Officer, or his 

designee within 90 days from the date they become surplus." 

We recommend that the College submit a turn-in-document for 

these items to the Surplus Property Management Office. 

COLLEGE RESPONSE 

The College will continue to submit surplus property documents to 
Surplus Property Management Office for unservicable equipment. 

B. Fixed Asset Inventory 

The College had not recorded the purchase of a 

reader/printer in August of 1989 for $5,733.00 on their equipment 

inventory. 

The College's internal policy requires all equipment items 

valued at more than $300.00 be added to the equipment inventory. 

We recommend that this item be added to the inventory and 

that the College evaluate it's fixed asset procedures to prevent 

recurrence. 

COLLEGE RESPONSE 

The reader /printer has been added to the equipment inventory. 
Also, the College will reconcile its fixed assets inventory once 
a month in order to prevent this from recurring. The 
reconciliation will include purchases and deletions for a month. 
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VI. Purchasing Policies and Procedures Manual 

The College's Purchasing Policies and Procedures Manual is 

inadequate. Most notably, they have not updated and revised the 

manual to include the procedures for competitive sealed bidding 

made necessary by their certification. Also, many other areas 

are not adequately detailed or are not addressed. 

The College should revise their manual and submit it to 

this office for review and approval. We offer our assistance. 

COLLEGE RESPONSE 

The College submitted its Purchasing Policies and Procedures 
Manual to the Office of Audit and Certification on August 1, 
1991. 

VII. Professional Development 

Purchasihg officials at the College have not had any 

"formal" procurement training or hold any professional 

certifications in that area. They do attend seminars and are 

members of the South Carolina Association of Governmental 

Purchasing Officials. Also, the College is in the process of 

hiring a purchasing officer. 

We recommend that the College emphasize and support the 

professional development of its procurement officials. The 

incoming purchasing officer should be allowed the opportunity to 

attend training classes such ~s those offered by the Budget and 

Control Board's Division of Human Resource Management and to 

participate in related seminars and professional associations. 
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COLLEGE RESPONSE 

The College has established a ' staff development program for the 
new procurement officer which includes training offered by the 
Budget and Control Board's Division of Human Resource Management. 
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CONCLUSION 

As enumerated in our transmittal letter, corrective action 

based on the recommendations described in this report, we 

believe, will in all material respects place Denmark Technical 

College in compliance with the South Carolina Consolidated 

Procurement Code. 

As a result of the deficiencies noted herein, we allowed the 

College 60 days to take the appropriate corrective action. At 

that time, we performed a follow-up review and determined that 

the College had made progress toward implementing our 

recommendations. See page 22 of this report. 

Since the College has not requested recertification, we 

recommend that it be allowed to make procurements of goods and 

services, consultant services, construction services and 

information technology up to the basic level of $2,500 allowed by 

the Consolidated Procurement Code. 

William A. Shealy 
Compliance Analyst 
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STATE OF SOUTH CAROLINA 

~httt zaut:rgtt nnb C!tontrol zaoarb 
DIVISION OF GENERAL SERVICES 

CARROLL A. CAMPBELL, JR., CHAIRMAN 
GOVERNOR 

GRADY L. PATTERSON, JR. 
STATE TREASURER 

EARLE E. MORRIS, JR . 
COMPTROLLER GENERAL 

November 11, 1991 

Mr. James J. Forth, Jr. 
Assistant Division Director 
Division of General Services 
1201 Main Street, Suite 600 
Columbia, South Carolina 29201 

Dear Jim: 

aJCHAilD W. KELLY 
DIVISION DIRECTOR 

MATERIALS MANAGEMENT OmCE 
1201 MAIN STREET, SUITE 600 

COLUMBIA, SOUTH CAROLINA 29201 
(103) 737.()60() 

JAMES J. FORTH, JR. 
ASSISTANT DIVISION DIRECTOR 

JAMES M. WADDELL. JR. 
CHAIRMAN, SENATE FINANCE COMMITTEE 

WILLIAM D. BOAN 
CHAIRMAN, WAYS AND MEANS COMMITTEE 

JESSE A. COLES, lR., Ph.D. 
EXEClTl'JVE DIRECTOR 

Since our audit of Denmark Technical College, we have worked with them toward 
correcting the exceptions that we noted in our report. 

September 5, 1991, we performed a follow-up review at the College to determine 
their progress toward implementing the recommendations that we made in our 
report. During the follow-up, we verified the College's compliance with each 
recommendation and performed the following additional testing: 

(1) All sole source and emergency procurements and trade-in sales for the 
period April 1, 1991 through June 30, 1991 

(2) All non-exempt procurement transactions greater than $500.00 each for 
the period April 1, 1991 through June 30, 1991 

(3) Review of all revised purchasing procedures 

We noted that 
recommendations. 

the College has made progress toward implementing our 
Also, the College has decided not to request certification. 

Based on our follow-up results, we recommend that Denmark Technical College be 
allowed to procure goods and services, consultant services, construction and 
information techno 1 ogy up to the basic 1 eve 1 of $2, 500 authorized by the 
Consolidated Procurement Code. 

Sinceiy, \\~ ~~ ~ \ 

R. vo· ht Shealy, Man er 
Audit and Certificati n 
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