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EARLE E. MORRIS, JR. 
COMPTROLlER GENERAL 

Ms. Helen T. Zeigler, Director 
Office of General Services 
1201 Main Street, Suite 420 
Columbia, South Carolina 29201 

Dear Helen: 

1201 MAIN STREET, SUITE 420 
COLUMBIA, SOU'Tll CAROLINA 29201 

(803) 737-3880 
(803) 737.0592 Fu 

HELEN T. ZEIGLER 
DIREC10R 

February 13, 1997 

LU'TllER F. CARTER 
EXEClii1VE DIREC10R 

I have attached the South Carolina Department of Corrections procurement audit report and 
recommendations made by the Office of Audit and Certification. I concur and recommend the 
Budget and Control Board grant the Department a three year certification as noted in the audit 
report. 

~::t+-~~ 
R. volt~healy (f-
Interim Materials Management Officer 
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EARLE E. MORRIS, JR. 
COMPTROLlER GENE.RAL 

Mr. R. Voight Shealy 

1201 MAIN STREET, SUITE 420 
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HELEN T. 2EIOLER 
DIRECTOR 

December 11 , 1996 

Interim Materials Management Officer 
Office of General Services 
1201 Main Street, Suite 600 
Columbia, South Carolina 29201 

Dear Voight: 

LU'ITIER F. CARTER 
EXECI.J1lVE DIRECTOR 

We have examined the procurement policies and procedures of the South Carolina 

Department of Corrections for the period October 1, 1993 through June 30, 1996. 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 Departmental 

internal 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 the South Carolina Department of Corrections is responsible 

for establishing and maintaining a system of internal control over procurement 

transactions. In fulfilling this responsibility, estimates and judgments by management 

are required to assess the expected benefits and related costs of control procedures. 

The objectives of a system are to assurance of the integrity of the procurement process 



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 the South Carolina Department of Corrections in compliance 

with the South Carolina Consolidated Procurement Code and ensuing regulations. 
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Sincerely, 

~GS~ 
Larry G. Sorrell, Manager 
Audit and Certification 
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INTRODUCTION 

We conducted an examination of the internal procurement operating policies and 

procedures of the South Carolina Department of Corrections. Our on-site review was 

conducted August 27 through October 3,1996, and was made under Section 11-35-

1230(1) of the South Carolina Consolidated Procurement Code and Section 19-

445.2020 of the accompanying regulations. 

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. 

Additionally our work was directed toward assisting the Department in promoting the 

underlying purposes and policies of the Code as outlined in Section 11-35-20, which 

include: 

(1) to ensure the fair and equitable treatment of all persons who 
deal with the procurement system of this State 

(2) to provide increased economy in state procurement activities 
and to maximize to the fullest extent practicable the 
purchasing values of funds of the State 

(3) to provide safeguards for the maintenance of a procurement 
system of quality and integrity with clearly defined rules for 
ethical behavior on the part of all persons engaged in the 
public procurement process 
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BACKGROUND 

Section 11-35-1210 of the South Carolina Consolidated Procurement Code states: 

The (Budget and Control) Board may assign differential dollar 
limits below which individual governmental bodies may make direct 
procurements not under term contracts. The Office 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 regulations, and 
recommend to the Board those dollar limits for the respective 
governmental body's procurement not under term contract. 

On March 22, 1994, the Budget and Control Board granted the Department the 

following procurement certifications: 

Category 

Goods and Services 

Construction Materials and 
Equipment 

Information Technology in 
accordance with the approved 
Information Technology Plan 

Consultants Services 

Construction Services 

$100,000 per commitment 

$100,000 per commitment 

$ 25,000 per commitment 

$ 50,000 per commitment 

$ 50,000 per commitment 

Our audit was performed primarily to determine if recertification is warranted. The 

Department has requested to maintain the above certification limits. 
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SCOPE 

We conducted our examination in accordance with Generally Accepted Auditing 

Standards as they apply to compliance audits. Our examination encompassed a 

detailed analysis of the internal procurement operating procedures of the South 

Carolina Department of Corrections 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. 

We selected systematic samples for the period July 1, 1994 through June 30, 1996 

of procurement transactions for compliance testing and performed other audit 

procedures that we considered necessary to formulate this opinion. Specifically, the 

scope of our audit included, but was not limited to, a review of the following: 

(1) All sole source, emergency and trade-in sale procurements for the period 
October 1, 1993 through June 30, 1996 

(2) Procurement transactions for the period July 1, 1994 through June 30, 1996 
as follows: 

a) One hundred eighty-five voucher payments, each exceeding $1,500.00 
b) An additional block sample of six hundred twenty-eight bids and 

purchase orders reviewed from the following sections 
Central Office 22 sealed bids 
Commissary Warehouse 20 purchase orders 
Prison Industries 214 purchase orders 
Transportation Division 75 purchase orders 
Wateree Farms 297 purchase orders 

(3) Nine professional service contracts and four construction contracts for 
compliance with the Manual for Planning and Execution of State Permanent 
Improvements 

(4) Minority Business Enterprise Plans and reports for the audit period 

(5) Information technology plans for audit period 

(6) Internal procurement procedures manual 

(7) Surplus property procedures 

(8) Real property lease approvals 

5 



SUMMARY OF AUDIT FINDINGS 

Our audit of the procurement system of the South Carolina Department of 

Corrections, hereinafter referred to as the Department, produced findings and 

recommendations as follows: 

I. Sole Source and Emergency Procurements 

A. Unauthorized Emergency Procurements 

Three emergencies were not signed by the designated authority. 

B. Determination Does Not Address Vendor Selection 

The emergency determinations did not address vendor selection in 

several cases. 

C. Sole Source and Emergency Reporting 

We noted several errors in the reporting of sole sources and 

emergencies. 

II. Compliance - General 
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A. Sealed Bides Opened Before and After Public Opening 9 

We noted two bids that were opened prior to the bid opening and two 

bids that were opened after the public opening. 

B. Multi-term Determination Not Prepared 1 0 

A two year contract was not supported by a multi-term determination. 

C. Incorrect Award Made 10 

The Department did not consider shipping charges when making an 

award. 

D. Vendor's Right To Protest Not Included On Intent To Award 11 

The Department's intent to award does not include the vendor's right 

to protest. 
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Ill. Unauthorized Procurements 

We noted two purchases made without the prior approval authority. 

IV. Surplus Property 

Surplus property has not been reported within 180 days as required. 

V. Time and Date Stamping of Quotations and Sealed Bids 

The Department has not been maintaining evidence of when bids and 

quotations are received. 

VI. Early Payment Discount Lost 

The Division of Industries failed to take allowable discounts for timely 

payment of invoices. 
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RESULTS OF EXAMINATION 

I. Sole Source and Emergency Procurements 

A. Unauthorized Emergency Procurements 

The following emergency determinations were not signed by an authorized person. 

ITEM PO AMOUNT DESCRIPTION 

1. H-200266 $156,845 Jackets 

2. H-200267 196,000 Jackets 

3. H-201868 2,246 Sobriety Meter 

Section 11 -35-1570 of the Code states in part, "Notwithstanding any other provision 

of this code, the chief procurement officer, the head of a purchasing agency, or a 

designee of either officer may make or authorize others to make emergency 

procurements .... " Departmental policy 1100.1 delegates the authority to the three 

deputy directors, but none of the three authorized these emergencies. Since the 

determinations were not signed by an authorized person, each was unauthorized and 

must be ratified in accordance with Regulation 19-445.2015. The ratification request 

must be submitted to the Director of General Services for items 1 and 2. Item 3 must 

be ratified by the Department's Director. 

B. Determination Does Not Address Vendor Selection 

We noted several instances where the written determinations did not address the 

reason for the selection of the vendor. Section 11-35-1570 requires that a written 

determination for the basis of the emergency and for the selection of the particular 

contractor shall be included in the contract file. Accordingly, we recommend that the 

Department exercise caution to ensure that it is in compliance with this section. 
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C. Sole Source and Emergency Reporting 

We noted several errors due to the miscoding of purchase orders which resulted in 

sole sources being overstated by $10,582.41 and emergencies being understated by 

$148,171.63. Section 11-35-2440 of the South Carolina Consolidated Procurement 

Code requires that the Department submit a quarterly listing of all sole source and 

emergency contracts to the Office of General Services. Due to the coding errors, the 

quarterly listing is inaccurate. The Department has filed amended reports as a result of 

our audit. However, the Department should exercise caution in coding of sole source 

and emergency purchase orders to ensure proper reporting. 

II. Compliance-General 

A. Sealed Bids Opened Before and After Public Opening 

Two sealed bids were opened prior to the public opening date and two were opened 

after the public opening. Bid 070-063088-3/17 /95-R opened on March 17, 1995. 

However, two bids were opened on March 15, 1995 as evidenced by the receipt date 

stamped on the cover letter. One bid was received on March 20, 1995, three days 

after the bid opening and was opened. Bid 901-269287-11/28/95-R opened on 

November 28, 1995. A late bid was received on November 30, 1995 and was opened. 

Section 11-35-1520 (5) requires that all bids prior to the time of opening be kept 

secure and unopened in a locked box or safe. Regulation 19-445.2045 B. states in 

part, "If a sealed bid is opened by mistake, the person who opens the bid will 

immediately write his signature and position on the envelope and deliver it to the 

procurement officer. This official shall immediately write on the envelope an 

explanation of the opening, the date and time opened, the invitation for bids number 
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and his signature, and then shall immediately reseal the envelope". The Department 

does not retain the envelopes in the file, thus we could not determine if the provisions of 

Section 11-35-1520 (5) were followed. Section 11-35-1520 (6) requires that bids be 

opened publicly in front of witnesses at the time and place designated in the invitation 

for bids. The two bids opened after the bid opening were not opened at the time and 

place noted in the solicitation. 

We recommend the Department comply with the Code and Regulation when 

responses are accidentally opened prior to the bid opening date. Responses received 

after the official bid opening should not be opened. 

B. Multi-term Determination Not Prepared 

A two-year contract for reconditioned golf carts was solicited on bid 070-063088-

3/17/95-R. However, the multi-term determination was not prepared. Section 11-35-

2030 of the Code requires that no contract shall exceed one year unless approved in a 

manner prescribed by regulation of the Budget and Control Board. Regulation 19-

445.2135 defines the conditions for the use of a multi-term contract. We recommend 

the Department prepare a determination for each multi-year contract. 

C. Incorrect Award Made 

Purchase order 129090 was issued February 8, 1995 for print film. Three written 

quotes were obtained. The award was made on the unit cost without shipping charges. 

The purchase order was issued FOB shipping point, prepay and add freight. The 

freight charge of $202.04 made the actual cost of the purchase $8,527.04. Another 

quote was for $8,388.00 FOB destination, an amount $139.04 less than the actual 
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Awards must be based on total cost that includes shipping, if applicable. 

We recommend shipping cost be included in determining the lower responsible and 

responsive bidder. 

D. Vendor's Right to Protest Statement Not Included on Intent to Award 

The Department does not include the vendor's right to protest statement on the 

Notice of Intent to Award. Section 11-35-1520 (1 0) of the Code states in part, "Such 

mailed notice (Notice of Intent to Award) must contain a statement of the bidder's right 

to protest under Section 11-35-4210 (1 )." 

We recommend the Department add the vendor's right to protest statement on each 

Notice of Intent to Award. 

Ill. Unauthorized Procurements 

Two procurements were unauthorized as the items or services were obtained prior 

to the approval authority as designated by a purchase order. This violates the 

Department's internal procurement policy 1100.1 which states in part; procurement of 

commodities and services must be made by designated approving authorities... No 

expenditures/cost will be reimbursed for any purchase other than those approved in 

advance". 

ITEM PO AMOUNT DATE RECEIVED DATES DESCRIPTION 

1 138318 2,112 04/02/96 10/01/95-09/30/96 Optical reader 
maintenance 

2 199164 39,907 06/30/96 07/01/95-06/30/96 Pager and beeper 
rentals 

Item 1 was a purchase order issued April 2, 1996 for the optical mark reader 

maintenance contract that ran from October 1, 1995 to September 30, 1996. Internal 
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approval for the contract was not authorized until March 21, 1996. Item 2 was a 

purchase order for the rental of digital pagers and beepers for the period July 1, 1995 to 

June 30, 1996. The purchase order was issued at the end of the contract period on 

June 30, 1996, a year late. At the time of our exit from the Department on October 3, 

the Resource Information Management Division still had not submitted a requisition to 

the Purchasing branch for these rentals for FY 96/97. This needs to be done 

immediately. 

We recommend ratification be requested on these transactions in accordance with 

Regulation 19-445.2015 . We also recommend the ordering section and department 

personnel adhere to the Director's memorandum dated August 16, 1996, addressing 

"Ratification of Nonconforming Purchase Orders". 

IV. Surplus Property 

At the time of audit, the Department had thirty-eight State surplus ''tum-in

documents" (TIDs) on file in the surplus property office. These surplus items have been 

written up in the field but the items have never been sent to a central collection point for 

disposal. Regulation 19-445.2150 states in part, "All governmental bodies must identify 

surplus items and declare them as such ... within one hundred and eighty (180) days 

from the date they become surplus". 

We recommend the Department collect the surplus items at a central point at 

headquarters and (1) recycle usable items within the Department, (2) sell unwanted 

items through State surplus, or (3) get state approval to dispose appropriate items as 

junk. 
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V. Time and Date Stamping of Quotations and Bids 

When the purchasing office receives informal written quotations and sealed bids, the 

envelopes are time and date stamped and placed in a locked file until the time and date 

of the public opening. After the opening, the envelopes are discarded leaving the 

official file without any evidence of timely receipt. 

We recommend the purchasing office continue to time and date stamp all envelopes 

when received. The office should either file the stamped envelopes or time and date 

stamp the quotes and bids at the time of opening. This will ensure timely receipt of 

responses can be verified by external audit. 

VI. Early Payment Discounts Lost 

The Division of Industries failed to take allowable discounts for timely payment of 

invoices. We noted seven vouchers where the invoice payments were made in a timely 

manner and early payment discounts were authorized but not taken resulting in lost 

discounts of $96.47. According to Accounts Payable personnel, the Division does not 

monitor invoices for early payment discounts. 

We recommend all invoices be reviewed for early payment discounts. All allowable 

payment discounts should be taken. 
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CERTIFICATION RECOMMENDATIONS 

As enumerated in our transmittal letter, corrective action based on the 

recommendations described in this report, we believe, will in all material respects place 

the Department of Corrections in compliance with the South Carolina Consolidated 

Procurement Code. We will perform a follow-up review by February 28, 1997, to 

ensure that the Department has completed this corrective action. 

Under the authority described in Section 11-35-1210 of the Procurement Code, 

subject to this corrective action, we will recommend the South Carolina Department of 

Corrections be recertified to make direct agency procurements for three years up to the 

limits as follows. 

PROCUREMENT AREAS 

Goods and Services 

Construction Materials and 
Equipment 

Information Technology in 
accordance with the approved 
Information Technology Plan 

Consultants Services 

Construction Services 

RECOMMENDED CERTIFICATION LIMITS 

$100,000 per commitment* 

$100,000 per commitment* 

$ 25,000 per commitment* 

$ 50,000 per commitment* 

$ 50,000 per commitment* 

*This means the total potential purchase commitment to the State whether single year 
or multi-term contracts are used. 
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south carolina 
departrrent or corrections 
P.O. BOX 21787/4444 BROAD RIVER ROAD/COlUMBIA, SOUTH CAROLINA 29221-1787 
m.LPHONE (803) 896-8555 
MICHAEL W. MOORE, Director 

Mr. Larry G. Sorrell 
Manager Audit and Certification 
Office of General Services 
1201 Main Street, Suite 420 
Columbia, SC 29201 

Dear Mr. Sorrell: 

February 3, 1997 

We accept the Procurement Audit Report for the period October 1, 1993 
thru June 30, 1996. 

Ratification letters have been submitted for cited audit exceptions. 

Corrective action has been taken to ensure compliance with the S.C. 
Consolidated Procurement Code and SCDC 1100.1 Procurement Policy: 

1. Determining vendor selection for emergencies. 

2. Sole Source and Emergency reporting. 

3. Opening and recording sealed bids. 

4. Multi-Term determination for contracts. 

5. Incorrect award made. 

6. Vendor's right to protest on intent to award. 

7. Time and date stamping of quotations and bids. 

Surplus properties are first offered within the Agency. If the Agency 
cannot utilize then a TID will be prepared and the surplus items will 
be collected at a central point at the reporting institution. Should 
the State Surplus representative determine our surplus properties have 
value, they will arrange for pickup. Items declared junk, will be 
screened for recycling or disposed legally as prescribed by code. 
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Prison Industries' Accounts Payable personnel have been counseled to 
review all invoices for early payment discounts and take all allowable. 

We wish to thank your staff for their professionalism conducting the 
audit. Mr. Jim Stiles and Ms. Melissa Thurston were instrumental in 
instructing our procurement staff to correct audit deficiencies. 

Moore 
Director 

16 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 

DAVID M. BEASLEY, CHAIRMAN 
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EARLE E. MORRIS, IR. 
COMPTROU.F.R GENERAL 

Mr. R. Voight Shealy 

1201 MAIN STREET, SUITE 420 
COLUMBIA, SOlfrn CAROLINA 29201 

(803) 737-3&80 
(803) 737.0592 Fax 

HELEN T. ZEIGLER 
DIRECTOR 

February 13, 1997 

LlfrnER F. CARTER 
EXECUTIVE DIRECTOR 

Interim Materials Management Officer 
Materials Management Office 
1201 Main Street, Suite 600 
Columbia, South Carolina 29201 

Dear Voight: 

We have reviewed the response from the South Carolina Department of Corrections to our audit 
report for the period October 1, 1993- June 30, 1996. Also we have followed the Department's 
corrective action during and subsequent to our field work. We are satisfied that the Department 
has corrected the problem areas and the internal controls over the procurement system are 
adequate. 

Therefore, we recommend the Budget and Control Board grant the South Carolina Department 
Corrections the certification limits noted in our report for period of three years. 

Sincerely, 

\.l\:l~CS~ 
Larry G. Sorrell, Manager 
Audit and Certification 

LGS/tl 
Total Copies Printed- 30 
Unit Cost - .40 
Total Cost- $12.00 
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