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Division of General Services 
300 Gervais Street 
Columbia, South Carolina 29201 

Dear Tony: 
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WILLIAM T. I'll fN1\M 
I'XI- C IJTIV~. IJ IIOT TOH 

Attached is the final Department of Highways and Public 
Transportation audit report and recommendations made by the 
Materials Management Office. I recommend that the Budget and 
Control Board grant certification limits of $20,000.00 per direct 
purchase commitment for goods, services, and consulting services 
made by the Department of Highways and Public Transportation's 
Purchasing Office. This is not to include confirmation 
requisitions or order-invoice acknowledgen~nts or any other 
procurements above $2,500.00 made by district, county or other 
operating units. Also, excluded is printing equipment which must 
be approved by the ~aterials Management Officer. 

It is further recommended that the Department of Highways and 
Public Transportation's Materials Testing Lab be certified to 
procure construction material testing contracts not to exceed 
$200,000.00 for the annual total of all contracts combined. 
Certification in the area of Information Technology and 
Construction not outlined in the audit report shall be deferred 
until statewide procedures governing these areas are finalized. 
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Mr. Ellis 
May 2, 1984 
Page 2 

I recommend the Budget and Control Board grant the Department of 
Highways and Public Transportation a two (2) year certification 
predicated upon the findings and understanding determined in the 
audit report. 

RJC:mm 

Respectfully, 

~~6~ 
Richard J. Campbell 
Materials Management Officer 
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October 29, 1983 

Mr. Richard J. Campbell 
Materials Management Officer 
Columbia, South Carolina 

We have examined the procurement policies and procedures of 

the South Carolina Department of Highways and Public Transporta-

tion (SCDHPT) for the period July 31, 1981 - January 31, 1983. 

As a part of our examination, we made a study and evaluation of 

the system of internal control over procurement transactions to 

the extent we considered necessary. 

The purpose of such evaluation was to establish a basis for 

reliance upon the system of internal cont~ol to assure adherence 

to the Consolidated Procuren~nt Code and State and SCDHPT pro-

curement policy. Additionally, the evaluation was used in deter-

mining the nature, timing and extent of other auditing procedures 

that were necessary for developing a recomntendation for certifi-

cation above the $2,500 limit. 

The administration of the SCDHPT is responsible for estab-

lishing and maintaining a system of internal control over pro-

cure~ent transactions. In fulfilling this responsibility, esti-

mates and judgments by management are required to a~sess the 

expected benefits and related costs of control procedures. The 
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process, that affected assets are safeguarded against loss from 

unauthozized use or disposition, and that transactions are exe-

cuted in a c cordance with management's authorization and are 

recorded properly. 

Because of inherent limitations in any system of internal 

co~trol, errors or irregularities may occur and not be detected. 

Also, projection of any evaluation of the system to future peri-

ods is subject to the risk that procedures may become inadequate 

because of changes in conditions, or that the degree of compli-

ance with the procedures may deteriorate. 

OuL 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 due 

professic~ol care. They would not, however, because of the 

nature of audit testing, necessar ily disclose all weaknesses ln 

the system. 

The examination did, however, disclose conditions enuffierated 

in this report which we believe to be subject to correction cr 

i mprovement. 

Corrective action based on the recorr~Lendations described in 

these findings will in all material r~spects place SCDHP1' in 

compliance with the South Carolina Consolidated Procurement Code 

and ensuing regulations. 

Barbara A. McMillan 
Director of Agency Services 

-2-
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--------------------------------

INTRODUCTION 

The Audit and Certification Section conducted an examination 

of the internal procurement operating procedures and policies and 

related manual of the SCDHPT. 

Our on-site review was conducted November 8, 1982 through 

January 31, 1983, aLd was made under the authority as described 

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

curement Code and Regulation 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. 

Additionally, our work was directed toward assisting the 

agency 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 

-3-
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clearly defined rules for ethical behavior on the 

part of all persons engaged in the public procure-

ment process. 

-4-
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BACKGROUND 

Section 11-35-1210 of the South Carolina Consolidated Pro-

curement Code states: 

The Budget and Control Board may assign dif
ferential dollar limits below which individual 
governmental bodie& may make direct procure
ments not under term contracts. The materials 
management office shall review the respective 
governmental body's internal procurement oper
ation, shall certify 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 respec
tive governmental body's procurement not under 
term contract. 

On June 15, 1982, the SCDHPT requested certification limits 

of $10,GCO for goods and services not under term contracts. 

This request was expanded on June 22, 1982, when the SCDHPT 

requested the same certification limit for information technology 

procurements of peripheral gear and computer software excluding 

central processors; field terminal stations for motor vehicle and 

patrol offices and accessories such as disk packs, paper, tapes, 

etc.; telecommunication equipment such as modems and the leasing 

of private telephone lines for data communicatioll; office automa-

tion and related items. 

As a result of this request, we began an audit of the pro-

curement system on November 8, 1982. 
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SCOPE 

Our examination encompassed a detailed analysis of the inter

nal procuren~nt operating procedures of the SCDHPT and the 

related policies and procedures manual to the extent we deemed 

necessary to fotmulate an opinion on the adequacy of the system 

to properly handle procuremen~ transactions up to the requested 

certitication limits. 

The Audit and Certification team of the Materials Management 

Office statistically selected random samples for the period July 

1, 1981 - October 31, 1982, of procurement transactions for com

pliance testing and performed other auditing procedures through 

January 31, 1983, that we considered necessary in the circum

stances to fornffilate this opinion. As specified in the Consoli

dated Procurement Code and related regulations, our review of the 

system included, but was not limited to, the following areas: 

(1) adherence to provisions of the South Carolina Con-

solidated Procurement Code and Regulations; 

(2) procurement staff and training; 

(3) adequate audit trails and purchase order registers; 

(4) evidences of competition; 

(5) small purchase provisions and purchase order con-

firmations; 

(6) emergency and sole source procurements; 

(7) source selections; 

(8) file documentation of procurements; 

(9) reporting of Fiscal Accountability Act; 

-· 6-
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(10) warehousing, inventory and disposition of surplus 

property; 

(11) economy and efficiency of the procurement process; 

and 

(12) duplicating equipment utilization analysis. 

We are unable to recommend certification in the areas of 

Information Technology and Construction. The state plan for the 

management and use of information technology has not been com

pleted. Additionally, procedures for monitoring construction and 

related services procur~ments have not been finalized. Because 

of this, we feel it would be inappropriate to recommend certifi

caticn in these areas at this time. 

Our examination included a review of these areas so that once 

the aforementioned plans and procedures are completed we will be 

able to make recommendations for c~rtification with only a 

limited follow-up review. 

-7-
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SUMMARY OF AUDIT FINDINGS 

Our audit of the procurement system of the South Carolina 

Department of Highways and Public Transportation (SCDHPT) pro

duced findings and recommendations in the following areas: 

I. AUTHORITY AND RESPONSIBILITY 

A. Exemption for Construction, Maintenance and 

B. 

c. 

Repair of Bridges, Highways and Roads 

Under Section 11-35-710(a) of the Consol

idated Procurement Code, SCDHPT has been 

exempted from the purchasing provisions 

of the Code in the procurement of con

struction, maintenance and repair of 

bridges, highways and roads; vehicle and 

road equipment maintenance and repair; 

and any other emergency type parts or 

equipment. SCDHPT, we believe, has too 

broadly interpreted this exemption. 

Decentralized Procurement Authority 

Due to SCDHPT being a highly decentral-

ized agency, procurement authority has 

been widely delegated. 

Accountability for the Procurement Function 

We determined that agency management has 

not developed written quantifiable stan

dards for assessing the efficiency and 

effectiveness of their purchasing system. 
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II. COMPLIANCE - GENERAL 

A. Sole Source Procurements 

All sole source procurements were not 

reported to the Materials Management 

Office. Many other sole source procure

ments do not provide adequate justifica

tion for the single source. 

B. Emergency Procurements 

We found the majority of these transac

tions to be proper and accurately 

reported, but we did encounter some 

exceptions which affect compliance with 

the Procurement Code. 

C. Annual Report of Lands Leased for Maintenance 

and Construction 

SCDHPT has not filed an annual report of 

lands leased for maintenance and con

struction purposes with the Division of 

General Services for fiscal year 1981-82, 

as is required by Regulation 19-445.2120, 

Subsection C. 

III. COMPLIANCE - GOODS AND SERVICES 

We found a number of goods and services 

procurements that were not handled in 

compliance with the Procurement Code. 
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IV. COMPLIANCE - CONSULTANT AND CONTRACTUAL SERVICES 

All the requirements for the procurement 

of consultant services were not met by 

the Materials and Testing Lab on two 

service contracts. 

V. COMPLIANCE - INFORMATION TECHNOLOGY 

We found payments for rental of data 

processing equipment were being approved 

by the Motor Vehicle Division's Data 

Processing Section when the supporting 

contracts and authorization letters could 

not be located. 

VI. COMPLIANCE - CONSTRUCTION 

Our examination of construction project 

files for non-exempt buildings estab

lished that two construction contracts 

have been negotiated improperly since the 

passage of the Consolidated Procurement 

Code. 

VII. SUPPLY WAREHOUSING AND PROPERTY MANAGEMENT 

A. Supply Management 

Our examination which included an in

depth study of the inventory supply sys

tem uncovered weaknesses that should be 

corrected. 
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B. Property Management 

Improvements in the property control 

system could increase the effectiveness 

of property management. 

C. Surplus Property Management 

The SCDHPT has not reported surplus prop

erty to the Division of General Services 

nor obtained their approval for sealed 

bid sales of these items. 

VIII. FISCAL ACCOUNTABILITY ACT REPORTING 

Partially as a result of a lack of clari

fication as to report procedures state

wide, SCDHPT has failed to comply with 

the requirements of the Fiscal Account

ability Act. 

IX. PROFESSIONAL DEVELOPMENT OF PROCUREMENT PERSONNEL 

Personnel training is one of the most 

critical factors in the successful opera

tion of a procurement system. However, 

we found that professional development of 

the purchasing staff has been overlooked 

as a goal of the Department. 

X. EFFICIENCY OF THE PROCUREMENT SYSTEM 

A. Procurement Objectives Hampered by Excessive 

Paperwork 

The capability of the purchasing office 

to handle a $10,000 certification limit 

is hampered by excessive paperwork. 
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B. Small Order Procedures 

The Equipment Depot and the office 

machine repair shop process a large vol

ume of small purchase requisitions 

because they do not use the order

invoice-acknowledgement (E.P.O.) form. 

XI. REVIEW OF THE INTERNAL PROCUREMENT OPERATING PROCE

DURES MANUAL 

Our review of the current 

mined that several areas 

added, changed or expanded. 

XII. PRINT SHOP UTILIZATION 

manual 

need 

deter

to be 

As part of our examination, the State 

Printing Officer analyzed print shop 

equipment and personnel utilization. 
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RESULTS OF EXAMINATION 

I. AUTHORITY AND RESPONSIBILITY 

A. Exemption for Construction, Maintenance and Repair of 

Bridges, Highways and Roads 

Under Section ll-35-710(a) of the Consolidated Procurement 

Code, the Department of Highways and Public Transportation 

(SCDHPT) has been exempted from following the purchasing provi-

sions of the Code in the procurement of the following items: 

The construction, maintenance and repair of 
bridges, highways and roads; vehicle and road 
equipment maintenance and repair; and any 
other emergency type parts or equipment .... 

SCDHPT has broadly interpreted this to include the purchase 

of materials and supplies to be used in the construction, mainte-

nance and repair of bridges, highways and roads. Included here 

are such items as sand, aggregate, asphalt and culvert pipe 

bought in large quantities to be used, as needed, by SCDHPT per-

sonnel. Also, we found this to include all items used in, around 

or for maintenance of highways including guard rails, specialized 

traffic paint, signs and markers, lumber, etc. 

The first part of this exemption covers contractual services 

for construction, maintenance and repair of bridges, highways and 

roads but not materials and supplies bought to be used, as need-

ed, by in-house personnel. In other words, when the SCDHPT 

awards a contract specifically to construct a road or to repair a 

-13-
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bridge, they are not required to purchase the construction ser

vice through the respective chief procurement officer nor follow 

the purchasing provisions of the Code. Howev~r, when, for exam

ple, co~rugated aluminum alloy pipe is procured and placed in 

inventory to b~ used in road maintenance at some future date, or 

when services are procured to test materials to be used in road 

construction, the Procurement Code does apply. The exemption 

does not include highway maintenance materials and supplies to be 

used by in-house personnel. 

Based on these factors, all procurements of materials and 

supplies used in the construction, maint~nance and repair of 

bridges, highways and roads should be made in accordance with the 

Procurement Code and regulations. All procurements greater than 

$2,500 or a higher certification limit, when granted, not made 

from term contracts, should be forwarded to the Materials Manage

ment Office for processing. 

B. Decentralized Procurement Authority 

Our examination revealed that in many instances procurements 

were made by departments without the knowledge of Purchasing. In 

other cases, procurements were handled outside the Purchasing 

Department, then forwarded to them after the fact for purchase 

order preparation. 

Consultant services are procured with no input from Purchas

ing. For instance, the Research and Materials Lab procures pro

fessional services as needed. See IV below. 

-14-
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As noted in V below, Data Processing renews equipment lease 

and maintenance contracts routinely, with no review by the Pur

chasing Department for compliance with the Procurement Code. 

District and county offices are handling the following pro

curement actions: 

1. Procurements up to $1,500, with the District Admin

istrator's approval, on order-invoice-acknowledge

ments (E.P.O.'s). Procurements are made, and ser

vices or items are received along with invoices, 

before the documents are forwarded to Purchasing 

for review. Since this review is after the fact, 

it provides little control and contributes to the 

problems noted in X-A below. 

2 . 

3. 

4. 

Procurements up to $2,500 on a confirmation requi-

sition. Again, the procurement is made locally 

with no prior approval by Purchasing. Supportir1g 

documents are forwarded to Purchasing after the 

fact. 

Procurements from state and agency term contracts 

to any amount on a confirming requisition. Again, 

no prior approval is required from Purchasing. 

Make locally determined sole source procu~ements to 

any amount with Purchasing preparing a sole source 

determination and finding later. This is a clear 

violation of Section 19-445.2105 of the Procurement 

Code regulations. 

-15-
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This delegation of authority is due to the SCDHPT being a 

highly decentralized agency, both administratively and program

matically. There are seven SCDHPT districts, each with numerous 

uffices under it. 

This decentralization prompted us to visit several district 

and county offices to analyze their activities. We found that 

generally this procurement authority is handled adequately but 

noted the following exceptions: 

1. A county office made two procurements of sand, each 

greater than $500, without seeking competition. 

This was done with the knowledge of Purchasing. 

2. A county maintenance shop split orders for redoing 

a seamless floor. Confirming requisitions 23689 

and 23690 were prepared on the same day to the same 

vendor, each for $2,485. This made each requisi

tion less than $2,500 which is the basic certifica

tion limit granted in the Code. 

This also pointed out that Purchasing is prepar

ing procurement justifications after the fact. 

Phone quotes were sought by the county maintenance 

shop originally with only one vendor responding. 

The service was authorized, the invoices were 

received dated June 11, 1982, and the confirming 

requisitions were dated June 23, 1982. 

Subsequently, the information was forwarded to 

the Central Purchasing Office where a sole source 

determination and finding was prepared for each 
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confirming requisition on July 19, 1982, a full 

month after the procurement was made. 

The sole source was obviously prepared after the 

fact and is questionable as such. Otherwise, Regu

lation 19-445.2100, Subsection B, Item 2, requires 

that written quotations, not phone quotes, be 

solicited for procurements of $1,500-$2,500, which 

was not done in this case. 

In discussions, the District Engineer Adminis

trator involved admitted that he had split orders 

when necessary to buy his needs and indicated that 

he would continue to do so. 

3. A county maintenance shop procured $7,733 of rip 

rap without competition on purchase order number 

19389. This exceeds the SCDHPT's certification 

limit. SCDHPT considered this exempt as noted in 

I-A above. 

4. District and county maintenance personnel are 

required by internal policy to obtain quotations on 

all procurements of items costing more than $25 

each. We found four cases in one district where 

this policy was not complied with. 

We acknowledge the SCDHPT's need for decentralized procure

ment authority because offices are spread to the far corners of 

the State. However, this level of decentralization is unusual 

compared to other state agencies, even those with district and 

county offices. 

-17-
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We recommend that, where practicable, procurements be made by 

DHPT Purchasing with all departments submitting requisitions to 

them prior to the procurement being made. If DHPT administration 

wishes to delegate procurement authority, we recommend the fol

lowing guidelines be set to control procurement actions cen

trally, while providing district and county offices with desired 

purchasing authority: 

1. The use of order-invoice-acknowledgements be con

tinued allowing district and county offices to make 

procurements up to $300 or a reasonable limit in 

accordance with the Procurement Code and regula

tions and administrative memorandum number 321. 

These make up 58% of all purchases of the SCDHPT so 

this would cover a substantial portion of their 

procurements. 

2. The policy of allowing direct procurements against 

established state term contracts be continued. 

This is contingent upon the implementation of a 

control form to be sent to vendors to establish 

conditions for the sale such as a local purchase 

order, an order-invoice-acknowledgement or some 

other document. The current system of preparing a 

confirmation purchase oLder after the procurement 

has been made is insufficient and should be elimi

nated. 

3. The authority to make procuremenLs up to a reason

able limit of items not on established term con-

-18-
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tracts should be continued. Again, this is contin

gent upon a control document being implemented to 

be used at the local level to authorize procure

ments. 

4. Every effort should be made to eliminate or dramat

ically reduce the frequency of use of confirmation 

orders. These provide little control to the 

department because they are only sent to Purchasing 

after procurements have been made locally and, at 

the time the order is placed, the vendor is not 

supplied a binding written agreement. 

The above purchasing authority should not be released until 

procurement authority and responsibility is clearly assigned in 

the internal procurement operating procedures manual. This 

should detail each person in each local office that is authorized 

to make procurements and clearly indicate that they are totally 

accountable for their actions. 

This should further be contingent upon these individuals 

attending a training seminar in the Consolidated Procurement Code 

held by the Division of General Services. 

Procurement actions made by local personnel that exceed this 

authority would be unauthorized procurements as outlined in Regu

lation 19-445.2015. This regulation requires that such procure

ments be ratified in writing by the head of the governmental 

body, if within their certification level, and the Materials 

Management Officer if above the agency's certification. Further, 

this section states, "if the price paid is unreasonable, the 

individual may be held pecuniarily liable for the difference." 
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We deterntined from our examination of the purchasing function 

at the SCDHPT that agency management has not developed written, 

quantifiable standards for assessing the efficiency and effec

tiveness of their purchasing system. 

Specifically, we were unable to determine the existence of 

any accountability functions such as: 

1. Realistic goal setting as a joint undertaking 

between agency and purchasing officials. 

2. Performance standards or indicators used by top 

management in evaluating purchasing activity. 

3 . Any written program either complete or incomplete 

dealing with the implementation of the accountabil

ity function for procurement. 

Centralization of authority and accountability are important 

elements of an effective procurement system. Purchasing in the 

public sector has evolved from a user oriented support service 

into a complex operation involving such functions as planning and 

scheduling procurements, standardization of specifications, prop

erty control, and inspection and testing in some cases. Under 

this broadened concept of purchasing as a management program, 

formal goal setting is necessary between agency and purchasing 

officials. Performance evaluation is an integral part of this 

type of program. 

We recommend that this weakness in the management system be 

· eliminated by implementing a systematic program for establishing 
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goals and measuring Purchasing's performance in acquiring goods 

and services efficiently and effectively. 

The goals should address objectives which could improve the 

overall procurement function and should include the following: 

a) Identifying common use items through standardiza

tion procedures and consolidating requirements into 

scheduled buys or term contracts. 

b) Pursuing ccoperative purchasing agreements between 

local and state governmental agencies. 

c) Application of value analysis techniques in buying 

commodities including life cycle costing, lease 

versus purchase, etc. 

d) Completing cost/price analysis of all negotiated 

procurements. 

e) Accurately stating and describing requirements in 

bid notices to reduce unfair competitive advantage. 

f) Reducing the amount of paperwork processing thus 

increasing productivity. 

Purchasing's performance can be measured through the applica

tion of standards or indices to assess efficiency and effective

ness. Both of these factors can be measured quantitatively and 

qualitatively. 

Efficiency can be assessed quantitatively by such things as 

determining the savings realized by reducing paperflow. In 

1981-82, SCDHPT Purchasing monitored over 28,994 order-invoice

acknowledgements (E.P.O. 's) for correct price, etc. and issued 

21,201 SCDHPT purchase orders. The Purchasing Department has an 

annual budget of $186,968. 
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The department can project their "cost of doing business" and 

its efficiency by determining: 

a) The cost of each purchase order is calculated by 

dividing the operating budget by the number of 

orders written. These figures were available lo us 

and we have calculated this to be $8.82. 

b) The cost per $1.00 of procurement is calculated by 

dividing the dollar volume of purchases by operat

ing costs. 

These figures can be compared to industry standards, other 

similar operations, and to themselves from year to year to pro

vide quantitative assessment. 

Quantitative standards used to measure procurements effec

tiveness would include: 

a) 

b) 

c) 

Reduction in the frequency of executing rush orders 

(emergency purchases). 

Measuring Purchasing's success in the inventory 

control process by the relationship between turn

over and requisition volume. 

Measuring the turnaround processing time from the 

requisition to the purchase order. 

Qualitative assessment of efficiency can be measured by such 

things as: 

a) 

b) 

The practices followed in training buyers to 

enhance their professional expertise. 

The organizational structure that will encourage 

both individual action and effective teamwork. 

-22-



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

c) Practices followed in providing financial and non

financial rewards for performance. 

d) Practices followed in delegating purchasing author

ity to other departments. 

Qualitative assessment of procurements effectiveness can be 

performed by review of areas such as: 

a) A purchasing manual that clearly defines authority 

and responsibility and the reliance of ordering 

departments on the manual and purchasing officials. 

b) Consultation with Purchasing by sections prior to 

making requirement decisions. 

c) Development and use of economic order quantities 

for improved inventory control. 

11. COMPLIANCE - GENERAL 

A. Sole Source Procurements 

We examined the quarterly reports of sole source procurements 

and all available supporting documents for the period July 30, 

1981, through October 31, 1982, for the purpose of determining 

the appropriateness of the procurement actions taken and the 

accuracy of the reports submitted to the Division of General 

Services, as required by Section 11-35-2440 of the Consolidated 

Procurement Code. 

We encountered the following problems in this area: 
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1 . 

2 • 

As noted in I-A above, the SCDHPT has broadly 

interpreted the exemption allowed them by Section 

11-35-710 of the Code as including the purchase of 

materials and supplies used in the construction, 

maintenance and repair of bridges, highways and 

roads and vehicles and equipment. Consequently, 

sole source procurements of these items totaling 

$1,293,731 have not been documented as such with 

determinations and findings, nor reported to the 

Division of General Services. Thus, 77.5% of the 

sole source procurements processed by the SCDHPT 

were not included in the annual report of statewide 

sole source procurements, which the Division of 

General Services prepared for the General Assembly, 

covering fiscal year 1981/82. We feel that most of 

these are not exempt and should have been reported. 

In respect to those sole source procurements that 

were reported to the Division of General Services, 

many are questionable but the following items are 

in our opinion highly suspect: 

ITEM P.O.# 

a) Air Operated Grease Guns 12764 

b) Submergible Pumps 12766 

c) Electronic Printing 

Calculators 13308 

d) Replacement Locks for the 

Headquarters Building 13601 
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3. 

e) Executive Desks 

f) Repair of a Ceiling 

g) Metal and Wood Sliding 

14950 

10974 

602.00 

800.00 

Doors 10691 804.00 

h) During the period July 31, 1981 - June 30, 1982 

there were sev~nteen (17) sole source orders to 

The Cooper Group for various blades, files, 

rasps, handsaws, hacksaws, etc. A statement 

attached to each order suggests that SCDHPT 

purchase these type items from the manufacturer 

direct. This decision, per the Director of 

Purchasing, has been in effect for ten or more 

years and was approved by the former Director of 

Purchasing. A confidential price list from The 

Cooper Group has been obtained and updated over 

a period of years and price lis~s trom other 

vendors have been solicited periodically and 

compared to this confidential list, in violation 

of the Code. 

It is estimated that 80% to 90% of the written 

determinations justifying sole source procurements 

are inherently weak in that they fail to adequately 

substantiate the basis for a single source designa

tion of the item and the vendor. Examples of these 

justifications being used are as follows: 

a) Manufacturer; 

b) Authorized dealer; 
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c) Vendor was the original contractor when the 

building was built; 

d) Doors are the same as ones purchased when 

building was built. 

Regulation 19-445.2105 indicates the following on sole source 

procurements: 

Sole source procurement is not permissible 
unless there is only a single supplier. The 
following are examples of circumstances which 
could necessitate sole source procurement: 

(1) where the compatibility of equipment, 
accessories, or replacement parts is the 
paramount consideration; 

(2) where a sole supplier's item is needed 
for trial use or testing; 

(3) where a sole supplier's item is to be 
procured for resale; 

(4) where public utility services are to be 
procured; 

(5) where the item is one of a kind; and 

( 6) printed forms, pamphlets, brochures, 
exclusive of printing equipment. 

In cases of reasonable doubt, competition 
should be solicited. Any request by a govern
mental body that a procurement be restricted 
to one potential contractor shall be accom
panied by an explanation as to why no other 
will be suitable or acceptable to meet the 
need. 

'I'he SCDHPT should effect immediate compliance with the laws 

and regulations on sole source procurements. In this process, 

the SCDHPT should adopt the following Materials Management Office 

opinion on sole source procurements: 

The terminology "only one source" is intended 
to mean one manufacturer or unique service 
provider distributing through one distribution 
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channel. If a firm specification for a prod
uct or service is requested due to a unique 
circumstance or need only satisfied by the 
procurement of that specific product/service 
and there is more than one source of distribu
tion, the procurement is not sole source. 

Bids should be forwarded to all known distributors to achieve 

the lowest possible price for the particular service or product. 

If alternate sources are not known, other state purchasing 

departments should be contacted for assistance. 

B. Emergency Procurements 

We also examined the quarterly reports of emergency procure-

ments and all available supporting documents for the period 

August 1, 1981 - October 31, 1982, for the purpose of determining 

the appropriateness of the procurement actions taken and the 

accuracy of the reports submitted to the Division of General 

Services, as required by Section 11-35-2440 of the Code. We 

found the majority of these transactions to be true emergencies 

a nd accurately reported; however, we did encounter the following 

problems which affect contpliance with this section of the Pro-

curement Code: 

1 . While the procurement transactions appear to be 

justified as emergencies, we . noted several weak 

justifications which do not, in themselves, support 

the action taken. An example of this was glass 

installed due to the health of employees, energy 

saving in building also to match frame work already 
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in lobby. This justification mentions nothing to 

indicate how the emergency arose, i.e, was the 

glass broken? 

2. In one case the determination and finding could not 

be located which precluded our determination of 

compliance. 

3. In several cases it appears that, had proper pro

curement planning been done, the emergency situa

tion might have been avoided. Examples of these 

were: 

a) The purchase of $759 worth of automobile brake 

pad replacements foL the Equipment Depot. 

b) The purchase of $1,421 worth of oil by the 

Supply Depot. 

c) The purchase of $668.10 worth of uniforms for 

new lady examiners employed. At the time 

there were no clothes in stock and the uni

forms were needed so they could begin work. 

4. In almost all the cases reviewed, there was a lack 

of documentation of attempts to seek out competi

tion. In two of the three cases in 3 above, the 

Code only requires two phone quotes. 

Section 11-35-1570 of the Procurement Code requires that 

emergency procurements be made, " ... only when there exists an 

immediate threat to public health, welfare, critical economy and 

efficiency, or safety .... " This section further requires that 

these procurements be made, " .•. with as much competition as is 

practicable under the circumstances." 
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We therefore recommend the following: 

1. In all emergency procurements, care be taken to 

fully explain both the basis for the emergency and 

the basis for the selection of the particular con-

tractor. 

2. Sufficient planning be performed by the supply 

areas to minimize the potential for emergency situ-

ations arising. If emergency buys must be made to 

restock the warehouse, they should be limited to 

the amount necessary to alleviate the emergency. 

3 • In all trnergencies, as much competition as is pos-

sible at the time should be sought and documented. 

C. Annual Report of Lands Leased for 

Maintenance and Construction 

The SCDHPT has not filed an annual report of lands leased for 

maintenance and construction purposes with the Division of Gen-

eral Services for fiscal year 1981-82. 

Regulation 19-445.2120, Subsection C states in part: 

The Division of General Services may exempt 
governmental bodies from leasing State-owned 
and/or non-State-owned property through the 
leasing procedure herein required, provided 
however, that annual reports be filed with the 
Division of General Services, Real Property 
Management Section, prior to July 1 of each 
year. Annual reports shall contain copies of 
all existing leases of State-owned and non
State-owned real property. The Division of 
General Services may limit or withdraw any 
exemptions provided for in this Regulation. 
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The following exemptions are hereby granted in 
this Regulation: 

(1) Highway Department - lands leased for 
maintenance and construction purposes; .•. 

A lack of understanding at the Department that this was 

required resulted in the report not being filed. Consequently, 

the Department is not in compliance with this procurement regula-

tion. 

We recommend the SCDHPT prepare and submit this report to the 

Division of General Services, Real Property Management Section, 

as soon as possible. Further, this information should be cap-

tured centrally for future reporting purposes. 

III. COMPLIANCE - GOODS AND S~RVICES 

During our test of procurements in the area of goods and 

servic8s, we found the following that were not procured in corn-

pliance with the Consolidated Procurement Code: 

P.O. # Amount Comments 

1. 13043 $ 694.83 An emergency procurement of lady 

examiners' uniforms. 

2. 12766 & $2,071.68 A sole source procurement of sub-

12767 rnergible pumps for rest area s . 

3. 18531 $3,380.15 This is above the $2,500 certifica-

tion of the SCDHPT and should have 

been procured through the Materials 

Management Office. 
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4. 11140 

5. 06307 

$1,335.36 Paper for commission reports was pro

cured without competition nor a sole 

source determination. 

$ 675.79 Lumber was procured without there

quired phone quotes. 

The emergency procurement in item 1 was discussed in Item 

II-B above. Item 2 was discussed in II-A above. 

The reason these are mentioned again is that they were 

selected at random in this statistical sample. Consequently, to 

maintain the statistical validity of the sample and the resulting 

conclusions derived from it, they must be shown here. 

Item 3, riveted corrugated aluminum alloy pipe and connecting 

bands, and item 5, lumber, were considered exempt by SCDHPT. As 

noted above, they are not. Item 3 exceeds the SCDHPT certifica

tion so they did not have the requisite authority to procure it. 

Competition should have been sought before item 5 was procured. 

The Department intended to procure item 4 as a sole source 

but the determination and finding was never prepartd, a s required 

by Section 11-35-1560 of the Procurement Code. 

Based on the above findings, we can project statistically at 

a 95 % confidence level that up to 18% of the transactions in the 

area of goods and services may not have been processed in compli

ance with the Code. 

It is our opinion that these exceptions are due in part to 

the procurements being made by personnel outside of the Purchas

ing Office as noted in I-B above. Four of the five exceptions 

listed above were confirmation orders. The recommendation we 

made at I-B would help alleviate these problems. 
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Additionally, we recommend that furthe~ care be taken to 

process procurements in compliance with state law. The exemption 

question aside, competition should be sought on all procurements 

when possible whether the i tern is exempt front the Procurement 

Cede or not. Competition is required on all non-exempt procure

ments greater than $500. 

Emergency procurements should be made with as much competi

tion as is practicable under the circumstances, as required by 

Section 11-35-1570 of the Code. In cases of reasonable doubt, 

competition should be sought rather than making a sole source 

procurement. 

IV. COt-1FLIANCE - CONSULTANT AND CONTRACTUAL SERVICES 

Our examination of consultant service procurements revealed 

that the Research and Materials Testing Lab presently solicits 

cumpetitive proposals for inspection and testing services which 

exceed $2,500 annually. This exceeds the SCDHPT's authority and 

should have beeli submitted to the Materials Management Office for 

procurement. 

Our sample revealed a single monthly payment of $5,993.81 on 

this contract. The contractor provides fabrication and material 

inspection and non-destructive testing of welds in fabricating 

plants producing work on bridges and signs for the SCDHPT. 

Also, the Lab has an open-ended contract for the inspection 

of treated wood products. The contract was established in Janu

ary, 1978 and is extended each year upon mutual agreement. 
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Section 11-35-2030 of the Consolidated Procurement Code 

states in part: 

Unless otherwise provided by law, a contract 
for supplies or services shall not be entered 
into for any period of more than one year 
unless approved in a manner prescribed by 
regulation of the board ..•. 

Regulation 19-445.2135, Subsection D clarifies this as fol-

lows: 

The maximum time for any multi-term contract 
is five (5) years unless otherwise approved by 
the Board. A multi-term contract may be used 
when it is determined in writing by the Pro
curement Officer of the governmental body 
that: 

(1) special production of definite quanti
ties or the furnishing of long-term services 
are required to meet state needs; or 

(2) a multi-term contract will serve the 
best interests of the state by encouraging 
effective competition or otherwise promoting 
economies in st~te procurement. 

These contracts are negotiated by Testing Lab personnel. The 

problems addressed above are due to their unfamiliarity with the 

Procurement Code and Regulations. 

We recommend that consultant and contractual service cor!-

tracts within the SCDHPT's certification limit, currently 

$2,499.99, be procured by the Purchasing Office, with the concur-

renee of the Testing Lab. If the contract is estimated to exceed 

$2,499.99 or the SCDHPT's certification limit, a request should 

be submitted to the Materials Management Office. 

We also remind the SCDHPT that a contract cannot be merely 

renewed for an additional year. Unless a multi-term contract has 

been established and justified, each annual renewal of a contract 

is ~ new procurement and must be handled accordingly. 
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These contracts and any other open-ended contracts, such as 

those for information technology equipment rental and mainte

nance, should be reviewed to determine if they are truly multi

term agreements. This requires that, (1) they were originally 

solicited as multi-term agreements and all respondents to the 

solicitation were made aware of this, and (2) the contracts have 

specific guidelines for establishing charges and rate increases 

for subsequent years under the contract. For example, this could 

be that tee increases will be based on the inflation rate or the 

consumer price index or that increases would be limited to 5%, 

10% or some other agreed upon maximum. 

If these contracts do 110t contain these provisions, they 

cannot be considered mutli-term agreements. Contracts such as 

this must be resolicited at the end of the current contract year. 

V. COMPLIANCE - INFORNATION TECHNOLOGY 

In our test of transactions in the area of information tech

nology, Wt found payments for rental of data processing equipment 

were being approved by the Motor Vehicle Division's Data Process

ing Section when the supporting contracts and authorization let

ters could not be located. These payments total $7,655.79 per 

month or $91,869.48 per year. 

This is equipment that the SCDHPT has been renting since 

around 1960 which they still do not own. The SCDHPT should seri

ously study the possibility of purchasing this equipment. While 

we did no detail analysis of cost comparisons, we feel instinc-
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tively that by renting this equipment for approximately twenty 

years the SCDHPT has paid for it several times over. 

A blanket type contract with the vendor was located which 

outlined in very general terms the agreement between the SCDHPT 

and the vendor. The contract shows no specific information, such 

as serial numbers, that could be used for payment verification. 

This was a common arrangemen~ at the time the agreement was 

established. Once the contract was in place authorization let

ters were used to add or delete equipment as needed. 

However, in this case the authorization letters, which should 

show specific information as serial numbers of equipment that 

could be used for payment verification, could not be located. 

In order to properly con~rol payments on equipment rentals, 

there must be a copy of the contract and supporting documents on 

hand so that services and charges can be veritied. This will 

also indicate when the contract should be rebid. 

As noted in IV above, Regulation 19-445.2135, Subsection D 

requires a special written d e termination by the Procurement Offi

cer when a contract exceeds one year in duration. Further, this 

regulation limits a multi-term contract to five years. This 

contract should be reviewed to determine if it meets the require

ments for a multi-term contract that are outlined in IV above. 

Payments on rental agreements should not be processed until 

they are verified against appropriate contracts. If the con

tracts, or in this case the authorizing correspondence, cannot be 

located copies should be requested from the vendor. If items are 

added to existing contracts, as is the case here, documentation 
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should always be obtained from the vendor to ensure that invoices 

can be verified before payment is processed. These should be 

centrally filed for future reference. 

In order to fully control multi-term contracts, we recommend 

the SCDHPT start a system whereby purchase orders are prepared 

annually supplementing agency contracts and authorizing the con

tinuation of these for each fiscal year. These purchase orders 

should address contract numbers and specify equipment serial 

numbers thereby providing a complete audit trail for ease of 

payment verification. 

Additionally, this would allow for the encumbrance of suffi

cient funds to cover the agreen~nt each fiscal year providing 

each budget manager a better picture of true available funds. 

This would also provide a ffiechanism for reporting these agree

ments to the Division of General Services for Fiscal Accountabil

ity Act requirements which, as stated in VII below, are not being 

met at this time. 

VI. COMPLIANCE - CONSTRUCTION 

The permanent improvement programs of the SCDHPT for the 

construction, renovation and repair of buildings are subject to 

the Procurement Code and regulations. The only construction 

exempted is the construction of bridges and roads. Our examir.a

tion of construction project files for buildings established that 

two construction contracts have been negotiated improperly since 

the passage of the Consolidated Procurement Code. These projects 

were: 
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1. Kershaw County Rest Area 

2. Construction of Patrol and Motor Vehicle Division 

Buildings in Florence and Darlington and the Reno

vation of the Florence District Office (awarded 

collectively) 

The following sections of the Procurement Code and regula

tions were not complied with: 

1. A written determination of the method of construc

tion contracting administration was not prepared by 

the department and approved by the State Engineer 

as required by Code Section 11-35-3010 and Regula

tion 19-445.2145, subsection B. 

2. Invitations for bids for these projects were not 

formally advertised in the official state govern

ment publication as required by Section 11-35-

3020 (a). 

3. A copy of the bid tabulation was not sent to all 

responsive bidders within ten working days follow

ing the bid opening as required by Section 11-35-

3020 (b) (iv). 

4. Retainage was 10% rather than the 5% limit speci

fied in Section 11-35-3030(4) of the Procurement 

Code. 

We found that no contracts have been awarded to architects, 

engineers or related construction professionals since the Pro

curement Code was enacted. However, we noted the following addi

tional procedures that should be performed to procure these ser

vices in compliance with Section 11-35-3220 of the Code. 
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1. 

2. 

3. 

4. 

5. 

Formal invitations to firms for submission of 

information must be advertised in the official 

state government publication. 

Firms or persons responding to invitations must be 

allowed at least thirty days for submission of 

infoi:ma tion. 

Interested firms or persons must respoud to the 

invitation with the submission of a current and 

accurate Federal Standard Form 254, Architect

Engineer and Related Services Questionnaire, and 

Federal Standard Form 255, Architect-Engineer and 

Related Services Questionnaire for Specific Pro

ject. 

Written notification of the election and the order 

of preference of the top five recorrmended persons 

or firms must be immediately sent to all those that 

responded. 

The agency selection committee's report, listing 

the persons or firms that responded to the invita

tion to submit information and enumerating the 

reasons of the comn1ittee for selecting the particu

lar ones to be interviewed, the written ranking 

report of the agency selection committee and all 

data substantiating the determinations made in that 

report, and the tentative contract were not submit

ted to the State Engineer's Office for his 

approval. 
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We recommend that the building construction procedures be 

revamped and strengthened to ensure that future permanent 

improvement and renovation services are procured and administered 

in compliance with the Code. 

VII. SUPPLY WAREHOUSING AND PROPERTY MANAGEMENT 

A. Supply Management 

Our examination of the SCDHPT included an in-depth study of 

the inventory supply system. Specifically, we examined the four 

main supply areas including Patrol Supply, Office and Engineering 

Supply, Supply Depot and the Equipment Depot. We looked at the 

overall efficiency and effectiveness of these supply areas with 

emphasis on inventory turnover, obsolescent and overstocked items 

and stockouts. We noted the following weaknesses: 

1. Patrol Supply - We realize there are c e rtain difficul-

ties in stocking clothing of different sizes but, in our 

opinion, insufficient planning and unrealistic orders 

have resulted in some items being overstocked. Examples 

of these are as follows: 

Number of 
Stock Usage for Years to Inventory 

On Hand Past 16 Use Current Dollar 
Item 10/31/81 Months Stock Amount 

Battle Jackets 499 76 8.7 $41,451.93 
Work Jackets 715 98 9.7 55,212.30 
Hats, Panama 99 -0- 1+ 1,474.11 
Examiner Hats, 186 5 50.0 2,410.56 

Panama 
Examiner Hats, 96 7 18.2 1,701.12 

Winter 
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Examiner Jacket 
Examiner Shirt 

L.S. 

134 
872 

12 
38 

14.8 
30.5 

12,196.68 
18,233.52 

The dollar value of the above seven items was 

$132,680.22; however, during the past sixteen months, 

issues of these it~ms totaled only $16,004.42. Of the 

items tested, 75% appear to be overstocked, considering 

the fact that the primary function of this supply a~ea 

is to provide replacement items for approximately 750 

highway patrolmen and 115 license examiners. 

Several of the items appear, in fact, to be over-

stocked to the point that they are surplus to the needs 

of the department. As such, they should have been 

reported to the Division of General Services' Surplus 

Property Section, as required by Section 19-445.2150 of 

the regulations. This section requires that, "All gov-

ernmental bodies must identify surplus items, declare 

them as such, and report them to the Materials Manage-

ntent Officer or his designee within 90 days from the 

date they become surplus." 

2. Equipment Depot - Our turnover tests indicated a 90% 

probability that no less than 30% and up to 50% of the 

parts inventory may be overstocked. Additionally, we 

can state with the same confidence that no less than 6 % 

and up to 20% of the items in inventory are in a "stock-

out" situation. Our understanding of these conditions 

was clarified somewhat by depot personnel who indicated 

th~ need for the large variety of parts required to 
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3 . 

service their fleet vehicles, and the necessity of 

stocking emergency parts, and items for old equipment. 

However, in our opinion, improvements should be made in 

the management of this inventory to eliminate "dead" 

stock, stockouts and increase turnover. 

Office and Engineering Supply - Based on our examination 

of this area, we can state with a 90% probability that 

no less than 37% and up to 50% of the inventory items 

may be overstocked. 

4. Supply Depot -Last year's aggregate turnover rate, 

based on dollar volume, is documented at 5.28 times per 

year in an internal audit report. This aggregate turn

over is very good. Additionally, our tests indicate 

that only 10% to 30% of the individual line items in 

stock may be overstocked. 

Based on these statistics and other audit steps per

formed, including an analysis of Supply Depot operating 

costs, we concluded that this is one of the most effi

cient operations in South Carolina state government. 

Prudent supply management techniques must be applied and 

continually monitored to ensure that supply warehouses &re oper

ated efficiently and effectively. Consolidation of purchases of 

commonly used items is an effective method of providing increased 

economy in purchasing transactions and of providing increased 

employee productivity since turnaround time is reduced. 

However, there are costs involved in a warehousing operation 

such as personal service, utilities, equipment repair and other 
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overhead costs. These costs are continuous in nature, so the 

longer an item stays in the warehouse the more cumulative operat

ing cost is associated with it. The operating cost of a central 

warehouse must be weighed against the cost savings it provides. 

Low turnover rates resulting from insufficient planning of 

minimum reorder points and the lack of implementation of written 

procedures for disposal of "dead" stock result in agency funds 

and warehouse space being tied up unnecessarily. 

We recommend that the following actions be taken within the 

supply areas to improve the overall efficiency and effectiveness 

of the warehousing system: 

1. Minimum reorder points should be established for 

patrol supply instead of visual inventory assess

ments. These should allow for on-hand stock bal

ances to be moved in a maximum of one year allowing 

for reorder lead time. The reorder points should 

be based on the past usage for 24 months and sys

tematically reviewed on a scheduled basis to 

reflect more realistic stock balances. 

2. The repair parts inventory at the Equipment Depot 

should be purged of obsolete and "dead" stock 

through the implementation of disposal procedures 

which are already in place but have not been 

applied. 

3 . Priority should be given to the completion of the 

study now being undertaken for the automation of 

the supply depot operation. 
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4 . All supply areas should reduce their excess inven

tory through attrition, management review of all 

large restocking orders and write-offs. Where 

possible, vendors might be contacted to see if they 

would allow credits for unused items returned to 

them. Additionally, if disposal procedures for 

obsolete n~rchandise are not currently written and 

applied, they should be developed and implemented. 

B. Property Management 

Our examination of the property control system revealed three 

areas where improvement could increase the effectiveness of prop

erty management. These areas are: 

1. There are no formal written policies and procedures 

regulating property control. These are in various 

directives and memorandums. 

2 . 

3 • 

The present system of processing equipment transac-

tions is a multi-step process combining manual 

functions with a batch processing system. Although 

this is a functional operation, it does not maxi

mize the timeliness of the property management 

function. 

The present policy of using a $25 minimum as one o f 

the guidelines in assigning property numbers is not 

reflective of today's prices and inflation rates, 

and results in a high volume of document flow. 
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Prudent manageme11t dictates an ongoing effort to maximize 

departmental efficiency by reducing document processing and turn

around time. Additionally, constant effort must be exerted to 

improve the efficiency of an operation through the implementation 

of more cost effective programs which increase clerical accuracy, 

adherence to regulations and planning of future goals and objec

tives. 

We recommend the following improvements be considered in the 

internal property system and the related controls: 

1. Existing memos and directives addressing property 

procedures should be compiled into a formal opera

tions manual, adding additional material where 

needed. 

2 . 

3 . 

It is our understanding that the SCDHPT is cur-

rently considering an "on line" equipment manage

ment system as one of their goals. We recommend 

they continue to pursue this objective. If the 

on-line system is not opted for, the current system 

should be analyzed to improve efficiency, report 

turnaround time and flexibility of report genera

tion. 

It is our opinion that the present policy of using 

$25 as the cut-off for inventory accountability is 

too low and should be increased to a more reason

able level. The State Auditor's Office should be 

consulted to get their input before any new limit 

is established. 
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we found that the SCDHPT has not reported surplus property to 

the Division of General Services' Materials Management Office nor 

obtained their approval for sealed bid sales 6f these items. 

This is due to a misinterpretation of the following proviso of 

the 1982/83 Appropriations Act: 

Provided, Further, That the Department of 
Highways and Public Transportation may sell 
any materials, supplies, or equipment classi
fied as obsolete, surplus, or junk for which 
the Department has no further need, or offer 
same for trade-in in the purchase of new mate
ri~ls or equipment. All such sales of obso
lete, surplus or junk materials or equipment 
by the Department shall be at public auction, 
unless the Department deems another sales 
method is more advantageous, with the approv
al of General Services, not less than ten days 
after having been advertised in a newspaper of 
statewide circulation at least once .... 
[Emphasis added] 

This does not preclude the SCDHPT fiom the above repor t ing 

requirements in Section 19-445.2150 of the Procurement Code regu-

lations. 

We recommend the SCDHPT identify surplus items, declare them 

as such, and report them to the Mateiials Management Officer or 

his designee within 90 days. Further, we recommend that whenever 

the SCDHPT plans to sell surplus property by any method other 

than public auction that a request be forwarded to the Materials 

Management Officer. 
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VIII. FISCAL ACCOUNTABILITY ACT REPORTING 

Partially as a result of a lack of clarification as to report 

procedures statewide, the SCDBPT has failed to comply with the 

requirements of the Fiscal Accountability Act (FAA) in the fol-

lowing areas: 

1. Neglected to reconcile the data collected for FAA 

reporting to General Services with the general 

accounting disbursement records. 

2. Failed to report procurements of consultant ser-

vices. 

3. Failed to report procurements of construction ser-

vices for buildings, roads and bridges. 

4. Failed to report all procurements of information 

technology services. 

5 . Failed to report to the Comptroller General a 

statement of all existing contracts for permanent 

or capital improvements and the status of the wcrk 

pursuant to such contracts. 

Act 561 of 1976, Section 4, states in part: 

The quarterly reports required by this act 
shall include the following information cur
rent to the end of the last preceding quarter; 

l2) A statement of all existing contracts for 
permanent or capita~ improvements and the 
status of the work pursuant to such con
tracts ...• 

Additionally, Section 5 states in part: 

All agencies, departments and institutions of 
state government shall ... furnish to the Divi
sion of General Services of the Budget and 
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Control Board ... a statement of all expendi
tures ... for commodities which were not pur
chased through the Division. Such statements 
shall be prepared in the commodity code struc
ture and report format established by the 
Division for reporting commodities purchased 
through the Division's central purchasing 
system .... 

Further, 561 as amended May 30, 1971, states in part: 

... it is the inte11t of the General Assembly 
that all funds including state, federal, and 
other agency revenues, and also including any 
financial tra~sactions covered by the budget 
code of the Comptroller General's Office, be 
included in the reporting requirements of this 
Act .... 

While the Department is faithful to the requirements of the 

FAA in reporting all procurements that aLe pandled on purchase 

orders by the Director of Purchasing, the above procurements 

handled outside of the Purchasing Department aLe not reported. 

The General Assembly, without major additional effort, could 

not readily obtain the procurement activity of the SCDHPT as 

contemplated by the F'AA in the areas of: 

1. Permanent and capital improvements including road 

construction; 

2 . Total commodities purchased. 

Additionally, by not establishing FAA input as a reliable 

data base, the department has deprived itself of the internal 

fringe benefits Lhat could result therefrom, such as: 

1. Planning and scheduling acquisitions; 

2. Consolidation of corr~odities for better prices; 
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3. Monitoring user department needs for efficiency, 

cost effectiveness and small order abuse; 

4. Evaluation of purchasing goals. 

The Division of General Services is currently working with 

the Comptroller General's Office on proposals to make major revi

sions in the reporting requirements of the FAA in the near 

future. These revisions will hopefully make the data reported by 

agencies more responsive and cost effective. 

Because of the possibility of these major revisions, we can

not recommend that the SCDHPT expend unnecessary time and money 

in effecting compliance with this law although we feel compelled 

to point out the lack of compliance. This lack of compliance has 

been discovered in differing degrees, however, at all agencies 

which we have audited. 

IX. PROFESSIONAL DEVELOPMENT OF PROCUREMENT PERSONNEL 

Personnel training is one of the most critical factors in the 

successful operation of a procurement system. Eowever, we found 

that professional development of the purchasing staff has been 

overlooked as a goal of the departn~nt. 

following: 

This is evidenced by the 

1 . We found no professional development goals estab

lished for the purchasing staff in the Internal 

Procurement Operating Procedures Manual or anywhere 

else • 
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2. No funds are budgeted for staff training. 

3. Only one buyer is a member of a professional pur

chasing organization. 

4. Only one buyer has attended a class or conference 

by the National Institute of Governmental Pur

chasing. 

5. No one has attended any of the seminars on the 

Procurement Code given by the Materials Management 

Office. 

Per Section ll-35-20(k), one of the primary purposes and 

policies of the Procurement Code is, ''to train procurement offi

cials in the techniques and method of public procurements." To 

help accomplish this, the Tra1ning and Research Section of the 

Materials Management Office was established. 

We are aware of the current budgetary restrictions placed on 

state government and that many times professional development is 

one of the first things cut. However, we understand the Purchas

ing Department was told that, until procurement courses were 

specifically required, there would be no funds budgeted for this 

purpose in the department. 

This attitude toward procurement by upper management causes 

us a great deal of concern. Professional development should be 

pursued on all levels. Particularly though, we are concerned 

that by not attending code updates, sole source seminars, etc., 

the SCDHPT purchasing staff may not be as familiar with the law 

and regulations as they could be. 
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We recommend the department implement a program promoting 

professional development of procurement personnel through the 

following: 

1. Including a policy statement on professional devel

opment goals in the Internal Procurement Operating 

Procedures Manual. 

2. Budgeting available funds for procurement training 

such as the basic, intermediate and advanced pur

chasing seminars given by the National Institute of 

Governmental Purchasing. 

3. Promoting the attainment of professional certifica

tion of the purchasing staff such as Professional 

Public Buyer (PPB) or Certified Public Purchasing 

Officer (CPPO) . These certifications are a part of 

the Universal Certification Requirements for Public 

Procurement Personnel developed by the National 

Institute of Governmental Purchasing (NlGP) and the 

National Association of State Purchasing Officials 

(NASPO) . 

4. Promoting participation in professional purchasing 

organizations such as the National Association of 

State Purchasing Officials (NASPO) or the South 

Carolina Association of Governmental Purchasing 

Officers (SCAGPO). 

5. Attending the code updates given by the Materials 

Management Office (most of these are free) . 
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X. EFFICIENCY OF THE PROCUREMENT SYSTEM 

A. Procurement Objectives Hampered by Excessive Paperwork 

The capability of the Purchasing Department at the SCDHPT to 

handle a $10,000 certification limit under the present workload 

is questionable. Employee job responsibilities are not conducive 

to maximizing the efficiency of the procurement activi~y through 

proper document control. The following inefficiencies were noted 

during our review: 

1. A large number of invoices received by Accounting 

are transmitted to Purchasing for assignment of a 

purchase order number. For the most pa:rt, this is 

caused by the confirmation orders referred to in 

I-A above. 

2. 

Invoices are sent to Purchasing as an internal 

policy function and is done to avoid inter8st 

charges which may be incurred if the invoice is not 

submitted to the Comptroller General's Office with

in 30 days. Unfortunately, this places an addi

tional workload on Purchasing, and weakens internal 

control regarding separation of duties since Pur

chasing is directly involved in invoice processing. 

Current internal policy r~quires buyer approval uf 

all term contract purchases, confirming purchase 

orders and Order-Invoice-Acknowledgements 

(E.P.O.'s). This monitoring process consists of 
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verifying prices, ensuring destination points, 

etc., and detracts from the buyer's main responsi-

bilities of getting lower prices for goods and 

services. 

3 . Currently, expediting requests are handled by indi-

vidual buyers ba&cd on their commodity assignments. 

This task requires an inordinate loss of production 

time because of records searches, etc. 

4 . The present system of processing purchase orders 

for the FAA reporting requirements and the manual 

typing of purchase orders requires three or more 

clerical personnel. O~e does the actual coding, 

another enters the information into the computer, 

and the third manually type& the purchase order. 

This is an antiquated system which could be &tream-

lined for better efficiency. 

Section ll-35-20(f) of the Consolidated Procurement Code 

states as one of the policies and purposes of the Code: 

to provide increased economy in state procure
ment activities and to maximize to the fullest 
extent practicable the purchasing values of 
the funds of the state. 

When purchasing managers and buyers are routinely processing 

clerical work, they are unable to utilize their procurement 

skills in the most advantageous manner. 

Centralization of authority and responsibility combined with 

effective management techniques and logical workload assignments 

can raise Purchasing's activity from a clerical oriented position 
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employing "crisis manageme nt" policies to a position where "man

agement by objectives" and sound procurement policy lead to 

improved performance. 

We recommend that the internal procurement system be 

re-examined to determiue the solutions necessary to make it more 

efficient. Consideration should be given to the following sug

gestions: 

1. The implementation of an automated purchase order 

system which would allow for the combination of 

several clerical functions such as the commodity 

code reporting system and the issuance of purchase 

orders. Currently over 50,000 orders are being 

commodity coded each year. Twenty-one thousand of 

these are typed manually. 

If purchase orders were entered through a com

puter terminal and printed by an automated system, 

the typing, commodity coding and reporting could be 

done in a single step. Currently this is a three 

step process. 

As a part of this, consideration should be seri

ously given to the establishment of an autonLated 

vendor file. A system such ab this helps in a 

variety o~ ways from identifying potential sources 

of supply to eliminating the typing of vendor names 

and addresses which are pulled from the vendor file 

automatically once the vendor code is entered. 
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2. 

3. 

Examine the buyer job responsibilities to determine 

if routine clerical duties such as order expediting 

and price verificatiort , presently done at their 

level, can be shifted to clerical personnel. This 

would result in better nlanagement of buyer produc

tive time. 

The SCDHPT's purchase order states as a condition 

that vendor invoices presented for payment show a 

purchase order number. It is our opinion, that if 

the vendor has a purchase order or order-invoice

acknowledgement number in advance, as is required 

on the purchase order, and the vendor does not 

comply with this condition of the purchase, the 

time involved in returning the invoices to the 

vendor for proper completion should not be consid

ered within the 30 day limitatiou specified by the 

Code, and the interest charges would not apply. 

However, if it is a confirming order placed by 

someone outside of Purchasing and the vendor was 

not give:n c:t reference number at the time the order 

is filed, the SCDHPT is responsible and the 30 day 

payment period applies. In other words, the 30 day 

payment period applies to all invoices that do not 

show purchase 01der numbers when the procurement 

was a confirming order. Since the vendors were not 

given reference nuniliers, the delay was caused by 

SCDHPT personnel. 
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To document that invoices were returned to ven

dors and why a two-part form may be needed. This 

could be preprinted to indicate the various reasons 

for returning invoices to vendors. One part could 

be returned to the vendor with the invoice and upon 

its return the second part could be attached and 

sent to the Comptroller General's Office as expla

nation. 

B. Small Order Procedures 

Our review of the procedures for processing small orders for 

auto parts at the Equipment Depot and office machine part~ at the 

machine repair shop revealed that a large number of requisitions 

are initiated in these two departments. Purchasing merely issues 

confirming purchase orders after the fact for these. 

In fiscal year 1981-82, over 1,560 requisitions were pro

cessed from the Equipment Depot, of which 55% totalled less than 

$100 each. There were over 100 requibitions from the machin8 

repair shop. 

The National Association of Education Buyers' handbook on 

"Small Purchase Procedures" identifies a number of systems to 

control small purchases effectively. These could be applied to 

reduce the cost of processing purchase orders and result 1n & 

measurable cost savings to the Purchasing Department. 

Purchasing managers are aware of the desirability for chang

ing small order procedures; however, they are involved in exten-
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sive manual prucessing of small reque&ts at this time, with pro

cedural development being slow to advance. A successful attempt 

is being made at some reduction of paper flow through the use of 

ordei-invoice-acknowledgements (E.P.O.'s) in the district and 

county offices. At this time, however, neither the Equipment 

Depot nor the machine repair shop utilizes this procurement meth

od to assist in reducing their requisition flow. 

In order to reduce the document flow at the Equipment Depot 

and other areas and improve cost savings in the Purchasing 

Dep~rtment at SCDHPT, we recommend the implementation of the 

order-invoice-acknowledgement (E.P.O.) system now in use at 

maintenance shops. Additionally, the institution of blanket 

agreements whereby properly authorized members of the various 

departments may place small direct orders with vendors would also 

be helpful. The dollar limits of these two procurement vehicles 

should be established by the Purchasing and Supply Departments 

after a thorough review. We feel that adequate monitoring 

controls c~n be established by the Director of the Purchasing 

Department to ensure that departntents do not circumvent 

procurement law. 

XI. REVIEW OF THE INTERNAL PROCUREMENT OPERATING PROCEDURES 

MANUAL 

The SCDHPT has given us a draft copy of the Internal Procure

ment Operating Procedures Manual for review to determine that 

writter1 internal operating procedures as submitted are consistent 

with the Consolidated Procurement Code and regulations. 
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Our review of the current manual revealed that the following 

areas need to be added, changed or expanded: 

1. The introduction states, "The Department attempts 

to secure bids on all items not classed as Original 

Equipment manufacture!.· replacement repairs parts." 

~. 

3. 

4. 

5. 

6. 

~his is not always justification for a sole 

source procurement, i.e., automobile replacement 

parts are available f1.cm parts stores. 

The purpose section, ~s it now reads, appears to be 

more a determination of compliance. This does not 

really address the goals of the Department. 

The term "emergency" regulations should be changed 

to merely regulations since the permanent regula

tions are now in effect. 

The order-invoice-acknowledgement is referred to as 

an emergency purchase order. This terminology 

should be changed since the word emergency has a 

s pecific meaning under the Procurement Code. 

Page 4 states in part, "the Department adheres to 

all term contracts awarded by Central State Pur

chasing where practicable." 

The Procurement Code stipulates in Section 

11-35-310 that the ~se of these is mandatory. This 

statement should be strengthened to indicate this. 

Page 4 states in part, "Requisitions for procure

ments not specifically exempted by the Code or 

available through existing term contracts are sub-
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7 • 

8 . 

9 . 

mitted to Central State Purchasing for all itents 

that exceed $2,500.00." 

If the Department is certified to handle their 

own procurements above $2,500, this should be 

changed. 

Page 5, Item 3, mentions the provisions of the 

standard specifications for highway construction. 

These specifications should be made a part of this 

manual. 

The flow chart labelled consultants is actually for 

architects, engineers and other related construc

tion professional services. A flow chart for con

sultant services should be added and the current 

chart renamed. 

The Construction and Related Professional Services 

flow chart on Page 10 should be changed as follows: 

a) This states, "in some instances if the esti

mated value cf the contract is less than 

$10,000.00 informal bids may be solicited." 

This is incorrect. Informal bids may only be 

solicited if the contract is less than $2,500. 

b) This states, "The award and execution of the 

contiact including ~equirements for perfor

mance and indemnity bond will be in accordance 

with the South Carolina Department of Highways 

and Public Transportation Standard Specifica

tions for Highway Construction." This should 

be the Consolidated Procurement Code or both. 
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10. 

c) Procedures for construction of highways, roads 

and bridges should be shown separately from 

those for construction of buildings because 

they are different. 

The flow chart on Page 11 entitled Consultant Ser

vices indicates that for architect-engineer servic

es less than $12,000 they merely directly negoti

ate. This says nothing about the requirement in 

Section 11-35-3230(2) of the Code that fees paid 

during the 24 mon~h period immediately preceding 

negotiation of the contract by any single govern

n~ntal body for professional services performed by 

any one architectural-engineering or land surveying 

firm pursuant to this section and Section 11-35-

3220 shall not exceed thirty-six thousand dollars. 

Further, this flow chart does not indicate that 

the selection committee must develop a formal invi

tation to firms for submission of information nor 

does it mention the Office of Management & Budget 

forms that must be used for its submission. 

The chart now shows, "After the top five ranking 

has been concluded, all other firms that responded 

will be informed that other firms are being consid

ered." 

This should read as Section 11-35-3220 of the 

Procurement Code which states in part, "When it is 
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determined that the ranking report is final, writ

ten notification of the selection and order of 

preference shall be immediately sent to all those 

that responded to the agency selection committee's 

iDvitation to submit information." 

11. The Information Technology flow chart on Page 13 

says nothing about the Information Technology Plan 

and matching information technology requests with 

this plan. 

Additiondlly, we teel the following areas should be added to 

the manual: 

1. Policy statements covering: 

-Retention of records 

-Restrictive specifications 

-Expenditure of federal funds when used for 

procurements not exempt from the Procurement 

Code addressing the applicability of the 

Code. 

-Vendor grievances 

-Minority business policy 

-Unauthorized procurements 

-Vendor complaints 

-Professional development 

-Funds availability and authorizations 

required 

-Conflict of interest 

-Sample submission 
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-Advance notification of needs 

-Approval authority of determinations 

-Official file of determinations and findings 

2. Information technology plan 

3. Exempted commodities list 

4. Fiscal Accountability Act reporting procedures 

5. Property control and/or the fixed asset system 

6. Small purchase methods: 

-Telephone quotations 

-Written quotations 

-Blanket purchase agreements 

7. Emergency and sole source procurements 

8. Consultant procurement procedures 

9. Accounting, auditing and legal procurement proce

dures addressing the special approvals required 

10. Leasing of real property 

11. Confirmation purchase order procedures 

12. Procedures for quarterly reporting of emerg~ncy and 

sole source procurements 

13. Formal change to purchase order/contract procedures 

14. Procedures for ordering printing services and 

printing equipment 

15. Multi-term contract procedures 

16. Bidder list with appropriate procedures for adding 

and deleting vendors 

17. Competitive sealed bid and request for proposal 

procedures including: 
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-Necessary determinations and findings 

-Bid receipt, security and opening 

-Correction or withdrawal of bids 

-Negotiation after unsuccessful competitive 

bids 

-Notice of award 

-Tie bid 

-In-state preference 

18. Pertinent exhibit appendix 

19. The fact that the office machine shop head has been 

given authority to make procurements of repair 

parts should be addressed. 

XII. PRINT SHOP UTILIZATION 

As part of our examination, the State Printing Officer ana

lyzed print shop equipment and personnel utilization. The fol

lowing is his report: 

DUPLICATING EQUIPMENT UTILIZATION ANALYSIS 

Standards for evaluating efficiency and effectiveness of 

duplicating equipment in the SCDHPT's Print Shop were established 

in part by the Legislative Audit Council and the State Printing 

Manager. (See Program and Operational Review of Printing, Dupli

cating and Photocopying Activities of South Carolina State Agen

cies, November 14, 1978) The Print Shop is currently operating 

five (5) separate pieces of equipment. These five are made up of 
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criteria for evaluating equipment utilization has generally been 

established as 50% of the rated machine speed of the equipment 

being analyzed. 

A minimum standard for use levels has been developed by 

allowing three and one-half (3~) hours out of each seven and 

one-half (7~) hour working day to be used for job set-up time, 

clean-up time, routine ntaintenance, breaks and miscellaneous down 

time. The number of hours equipment is available for operation 

annually is the same number of hours an operator would be on the 

job. 

37~ hours straight time per week X 52 weeks = 

Less: 15 days annual leave ............. = 

15 days sick leave ...•........... = 

11 holidays. . . . . . . . . . . . . . . . . . . . . . = 

HOURS 

1,950 

112.5 

112.5 

82.5 

307.5 

1950 hours available minus 307.5 hours = 1,624.5 hours 

1642.5 hours divided by 7.5 hours = 219 days 

Utilizing the production standards mentioned, 100% utiliza

tion would equal four hours per day. The number of working days 

per n~nth based on 219 days divided by 12 equals 18.25 days. 

In this analysis each piece of equipment has been evaluated 

individually and a percentage of u~ilization calculated. A col

lective utilization has also been calculated based on five pieces 

o f equipment. Man hours have been analyzed using basically the 

same criteria established for evaluating equipment utilization. 
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The percentage of man hours utilized out of the working hours 

available indicates the overall efficiency of the SCDHPT's Print 

Shop. At this point, data is not available to compare the effi

ciency of this Print Shop with others in State Government. How

ever, when all the data is compiled from each agency Print Shop, 

the results wilJ be published. 

EQUIPMENT INVENTORY 

1. Offset Duplicators - AB Dick 350 

2. AB Dick 350 

3. AB Dick 350 

4. Xerox Duplicators - 9200 

5. 8200 

6. Plate Maker - Itek 12.18 

7. Light Table 

8. Paper Cutter Challenge 19 3/8" 

9. Binders - Bindfast II 

10. Collators & Stitches - 10 Bin Stand Alone Collator 

Pitney Bowes, Collator Switcher 

and Stacker 

EMPLOYEES 

Printing Services Supervisor 

Printing Production Manager 

Printing Operator II 

Printing Operator II 

Photo Copy Specialist 
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EQUIPMENT UTILIZATION ANALYSIS 

A.B. DICK 350, SERIAL NUMBER 538284-A 

Monthly Volume: 

July 1981 150,051 impressions 

August 1981 183,124 impressions 

September 1981 317,877 impressions 

October 1981 156,174 impressions 

November 1981 87,345 impressions 

December 1981 78,395 impressions 

January 1982 209,820 impressions 

February 1982 137,877 impressions 

March 1982 * impressions 

April 1982 * impressions 

Hay 1982 * impressions 

June 1982 * impressions 

*Equipment not in production as a result of losing operator. 

Total Annual Volume - 1,320,663 impressions 

Average Monthly Volume - 110,055 impressions 

1,320,633 Annual Impressions Divided by 219 working days = 6,030 

6,030 Daily Impressions Divided by 5000 impressions per hour = 

1.2 hours 

1.2 hours is 30% of 4 hours (Representing 100% Utilization) . 

A.B. Dick 350 Utilization 30% 
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A. B. DICK 350, SERIAL NU~illER 538508 

Mor1thly Voluroe: 

July 1981 

August 1981 

September 1981 

October 1981 

November 1981 

December 1981 

January 1982 

February 1982 

March 1982 

April 1982 

May 1982 

June 1982 

Total Annual Volume 

Average Monthly Volume 

166,535 impressions 

197,378 impressions 

379,684 impressions 

150,979 impressions 

199,944 impressions 

141,059 impressions 

200,930 impressions 

157,525 impressions 

179,797 impressions 

268,851 impressions 

259,650 impressions 

216,617 impressions 

2,518,949 impressions 

209,912 impressions 

2,518,949 Annual Impressions Divided by 219 working days = 11,502 

11,502 Daily Impressions Divided by 5000 impressions per hour = 

2.3 hours 

2.3 hours is 57% of 4 hours (Representing 100% Utilization). 

A.B. Dick 350 Utilization 57% 

A.B. DICK 350, SERIAL NU~illER 000774 

Monthly Volume: 

July 1981 176,800 impressions 
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August 1981 

September 1981 

OctobE!r 1981 

November 1981 

Deceruber 1981 

January 1982 

February 1982 

March 1982 

April 1982 

r-'1ay 1982 

June 1982 

Total Annual Volume 

Average Monthly Volume 

255,385 impressions 

371,780 impressions 

144,416 impressions 

123,355 impressions 

115,070 impressions 

198,011 impressions 

160,426 impressions 

188,248 impressions 

300,115 impressions 

292,418 impressions 

222,547 impressions 

2,548,571 impressions 

212,381 impressions 

2,548,571 Annual Impressions Divided by 219 working aays = 11,637 

11 ,637 Daily Impressions Divided by 5000 impressions per hour = 

2. 3.2 houn; 

2.32 hours ib 58% of 4 hours (Representing 100% Utilization). 

A.B. Dick 350 Utilization - 58% 

XEROX 9200, SERIAL NUMBER 336019233 

Monthly Volume: 

July 1981 227,681 impressions 

August 1981 178,273 impressions 

September 1981 216,366 impressions 

October 1981 309,898 impressions 
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November 1981 317,834 impressions 

December 1981 359,533 impressions 

January 1982 332,973 impressions 

February 198~ 331,108 impressions 

March 1982 373,818 impressions 

April 1982 357,236 impressions 

May 1982 359,403 impressions 

June 1982 357,801 impressions 

'l'otal Annual Volume - 3,721,924 impressions 

Average Monthly Volume - 310,160 impressions 

3,722,424 Annual Impressions Divided by 219 working days = 16,995 

16,995 Daily Impressions Divided by 3600 impressions per hour = 

4.72 hours 

4.72 hours is 118% of 4 hours (Representing 100% Utilization). 

Xerox 9200 Utilization - 118% 

XEROX 8200 . 

Monthly Volume: 

July 1981 * impressions 

August 1981 99,046 impressions 

September 1981 81,701 impressions 

October 1981 88,472 impressions 

November 1981 69,549 impressions 

December 1981 85,674 impressions 

January l982 70,925 impressions 
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February 1982 81,333 impressions 

March 1982 103,014 impressions 

April 1982 104,985 impressions 

May 1982 89,211 impressions 

June 1982 95,313 impressions 

*Equipment not in production. 

Total Annual Volume - 969,223 impressions 

Ave rage Monthly Volume 80,769 impressions 

969,223 Annual Impressions Divided by 219 working days = 4,426 

4,426 Daily Impressions Divided by 2100 impressions per hour = 

2.10 hours 

2.10 hours is 52% of 4 hours (Representing 100% Util i zation). 

Xerox 8200 Utilization 52% 

DUPLICATING EQUIPMENT UTILIZATION SYNOPSIS 

Total number of impressions produced from July 

t hrough June 30, 1982 = 

A. Xerox 9200 

B. Xerox 8200 

c. A.B. Dick 

D. A.B. Dick 

E. A.B. Dick 

Utilization Percentages: 

A. 

B. 

118% 

52% 

11,079,830. 

3,722,424 

969,223 

350 2,548,571 

350 1,320,663 

350 2,518,949 
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c. 58% 

D. 30% 

E. 57% 

Average Equipment Utllization Percentage 

MAN HOUR UTILIZATION ANALYSIS 

Number of Employees - Five (5) full time. 

1. Printing Services Supervisor 

2 . Printing Production Supervisor 

3. Printing Operator II 

4. Printing Operator II 

5. Photo Copy Specialist 

63% 

There are four employees (2 through 5 above) directly respon

sible for duplicating equipment productivity. These employees 

operate five pieces of duplicating equipment. 

Volume Produced Overall - 11,079,830 impressions. 

11,079,830 Divided by 219 Working Days = 50,593 

impressions per day. 

50,593 Impressions Per Day Divided by 4 employees = 

12,648 impressions per employee. 

12,648 Impressions Per Employee Divided by *4,140 

Impressions = 3.05 hours. 

3.05 hours is 76% of 4 hours (Representing 100% 

Utilization). 

Man Hour Utilization - 76% 

(*4,140 impressions is the average of the production standards 

used for each piece of duplicating equipment.) 
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100% Equipment Utilization would generate - 18,133,200 

impressions. 

Actual Equipment Utilization - 11,079,830. 

100% Man Hour Utilization - 3,504. 

Actual Man Hour Utilization - 2,663. 

RECOMMENDATIONS 

The Printing Services Supervisor should make an effort, this 

fiscal year, to phase out the operation of one A.B. Dick 350 

Offset Duplicator. Every effort should be made to secure all 

work available for the SCDHPT's in-house facility. All jobs 

going outside of the agency for reproduction should be examined 

to determine what, if any, can be produced in-house. A goul 

should be established to increase the number of impressions pro

duced on each piece of duplication equipment a minimum of 1,000 

impressions per hour on the average. 

We would expect the SCDHPT to take these recon~endations into 

consideration and strive to upgiade the operational efficiency of 

the Print Shop. 
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CERTIFICATION RECOMMENDATIONS 

As enumerated in our transmittal letter, corrective action 

based on the recommendations de&cribed in the findings contained 

in the body of this report, we believe, will in all material 

respects place SCDHPT in compliance with the South Carolina Con-

solidated Procurement Code and ensuing regulations. 

Under the authority desc~ibed in Section 11-35-1210 of the 

Procu~ement Code, subject to this corrective action, we recommend 

SCDHPT be certified to make direct agency procurements as fol-

lows: 

PROCUREMENT AREA 

All goods and services pro
curements processed directly 
and completely by the SCDHPT 
Purchasing Office. This is 
not to include confirmation 
requisitions or order-invoice
acknowledgments or any other 
procurements above $2,500 made 
by district, county or other 
operating units. Procu~ements 
above $2,500 included in this 
certification are to be handled 
entirely by SCDHPT Purchasing 
Office, including source selec
tion, communication with vendors, 
award, etc. Also, excluded is 
printing equipntent which must 
be approved by the Materials 
Management Officer. 

Construction material testing 
contracts awarded by the Mate
rials Testing Lab 
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This would result in the SCDHPT handling 99% of their own 

procurement transactions in these areas. 

Because of the complexity of the changes which will be made 

by the SCDHPT in response to this report, we further recommend 

that, as a part of this certification, the Audit and Certifica-

tion Section return to the department six (6) months from the 

actual date of certification to determine that all necessary pro-

curement system controls are functioning properly and that the 

exemption allowed the SCDHPT is properly applied. 

As indicated in the Background section of this report, certi-

fication was not requested in the construction services area of 

procurement. Additionally, we are unable to recommend certifica-

tion in the area of information technology at this time but will 

be able to address these in the future when statewide plans are 

formalized. 

Robert W. Wilkes, Jr. CPA 
Director, Audit a~ cert:£ication 
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SOUTH CAROUIIIA 

DEPARTMENT OF HIGHWAYS AND PUBLIC TPANSPORT A TlON 
PO. SOX·~ 

CCUJMBIA. S.C. 29202 

November 30, 1983 

Mrs. Barbara A. ~!dtillan, Assistant 
Director for Agency Services 
Division of General Services 
300 Gervais Street 
Columbia, South Carolina 29201 

Dear Hrs. McMillan: 

DEC 0 5 mg 

Enclosed is the Depar~ent's reply to the audit and certification report 
prepared by the Audit and Certification Section of the Division of General 
Services. 

We are in the process of establishing tra1n1ng seminars to be conducted 
by Dr. Jan Temple on t he procure~ent code, and as soon as these seminars are 
cocyleted, ~;·e intend to proceed 1.-ith our plan to delegate more purchasing 
aut~ority to our field personnel located throughout the State. 

The Depart~ent's internal operating procedures manual is being revised 
and will be submitted to yo~ within the next few days. 

We appreciate the cooperation extended by you and your staff and feel 
that the recommendations mace will be beneficial to the Department. If you 
require any further information, please do not hesitate to contact me. 

Very truly yours, 

-fJauLw:W 
Paul W. Cobb 

Chief Commissioner 
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Where practicable, all ?rocurements will be made by Department of Highways 
and Public TransFortation Purc~asing Division from duly approved requisitions sub
mitted by all purchasers prior to procurements being made. 

The Depart~ent has delegated procurement authority to the district and 
county offices and equipcent depot up to the limits stated in administrative memo
randum 395 ~hich superceces ad=inistrative memorandum 321. All such procurements 
must be ~de in accordance ~~th the procurement code and permanent regulations. 
Procurement authority will be ~elegated only after each person detailed in the 
Internal Operating Procedures !·!anual has attended a training seminar on the pro
curement code conducted by the Division of General Services. A follow up seminar 
presented by the Department's procurement and accounting personnel will be 
develo?ed to clarify Depart~ental procurement procedures. 

Sole source purchases are to be held to a minimum and other state agencies 
will be contacted for possible sources of products when necessary. Where sole 
source procure=ents are necessary, state procedures for such procurements will 
be strictly a~1ered to. 

Ecergency purchases are to be ~ade only when there is an immediate threat 
to the public ;.ealth, welfare, safety or critical economy and efficiency and 
then only with as much co~petition as is practical under the circumstances. 

Consultant and contract~al service contracts within the Department's 
ce~ification licit will be procured by the Department's Purchasing Division 
with ~~e concu=rence of the requesting division within the Department. Contracts 
exceeding the certified limit ioiill be forwarded to the Materials Management Office. 

At the tice of the audit, the Department was paying a monthly rental on 
equipment that had no specific contractural documents available. Since that time, 
the De?artment has removed the majority of such equipment. By January, 1985, all 
of. the re~aining equipment will be displaced that has no specific contractural 
document· 

Existing contracts relating to maintenance are open ended and some do not 
have escalation clauses as required. In the past year, all maintenance contracts 
negotiated by this agency have included in them an escalation clause for the 
protection of the agency. Those contracts now in existance that have no such 
protection clause have been reviewed and at renewal will have such clauses added. 
A~so_at r~newal time, established Materials Management procedures for competitive 
b1cd1ng Wlll be followed and purchase orders issued annually thereafter. 
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A written determination of Construction Contracting Administration has 
been prepared and has been forwarded to the State Engineer for approval in 
accordance with Code Section 11-35-3010 and Regulation 19-445.2145, Subsection 
B. 

Invitations for bids for all projects are now being formally advertised 
in the "State Business Opporttmity" as required by Section 11-35-3020(a). 

A copy of the jid tabulation has always been sent to all responsive 
bidders within ten (10) working days following the bid opening as required 
by Section 11-35-3020~) (iv). The cited projects were handled by a consul
tant rather than the Department and this requirement was inadvertantly 
ommit:ed. We will strengthen our present procedure to insure that this 
requirement is met on all future projects. 

Retainage on all projects are now as follows: 

1. 5% until the project completion reaches 35%. 

2. Reduced to 2~% after project reaches 35% completion. 

~. Can be further reduced when project is substantially 
complete by ~Titten request and justification. 

A property mar.agement ~anual is being compiled by the Department's 
Supply and Equipment office. Current policy requires that any equipment 
purc~ased from the e~ipment accotmt, major shop equipment and power tools 
account, office furniture account, photographic equipment account and 
miscellaneous equipment account must have a property control number assigned 
to it regardless of cost. Hany items, even though their initial cost is 
$25. 00 or less, must have control accountability to reduce the amount of 
unaccountable loss. An itemized print-out of all equipment is provided 
each department annually for inventory purposes . 

. ~nual reports of land leased for maintenance and construction purposes 
will be filed annually with the Division of General Services, Real Property 
~anagement Section. 

The Department has bucgeted funds for tra1n1ng and purchasing personnel 
will begin attending the seminars given by the National Institute of Govern
mental Purchasing including the basic, intermediate and advanced seminars. 
These employees will strive to and be encouraged to attain professional cert
ification. ~lembership registration fees will be included in future budgets 
for purchasing staff members to become associated with professional purchasing 
organizations. Code update sessions presented by the ~!aterials ~lanagement 
Office have been and will continue to be attended by purchasing staff members. 

Agency Manage~ent has directed the Department's Internal Audit Office 
to assist the Purchasing Office in developing written quantifiable standards 
for assessing the ef:iciency and effectiveness of our purchasing system. 
These written guidelines will address the objectives suggested. Additionally, 
our Internal Audit staff will follow up to insure compliance with the new 
guide lines. 
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The possibility of implementing an automated purchase order system has 
been discussed along with the possibility of an automated vendor file with 
the Data Processing staff. 

Buyer job responsibilities have been discussed and the decision made 
that buyers must be aware of the problems that the Department encounters with 
various vendors that would not be known if order expediting, some price 
verifica~ion, and problems faced by the Accounting Division were turned 
completely over to clerical personnel. Buyers have clerical personnel available 

-to assis~ them in resolving these problems and they utilize them as much as 
?OSSible. 
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STATE OF SOUTH CAROLINA 

BUDGET AND CONTROL BOARD 

ll iC iiA RD W. KI LEY . CHAIIl MAN 
GOVERNOR 

GHAilY L. PATTf ll SON , J ll 
;, r!HL Tlli.A~URER 

f, Aflll: 1- MOillll~ . JH 
COMPTROII Ell c;1 Nf:llAI. 

DIVISION OF GENERAL SERVICES 
:100 GEilVA I ~ STilEET 

COI.U~1 BI ,\ , ~OUTit LA ilOI.INA 2Y20I 
iH031 75H .:1150 

rONY fl . El.l.l!> 
IJIVI;.ION ll iRECTOil 

April 30, 1984 

Mr. Richard J. Campbell 
Materials Management Officer 
Materials Management Office 
800 Dutch Square Boulevard 
Suite 150 
Columbia, South Carolina 2 9210 

Dear Mr. Campbell: 

llEMBI.IlT C. lli.NNI!> 
C HAIRMAN . 
SENATI·. fiNANCL CO MMITTH 

roM G MAN GU M 
CHA IRMAN . 
ltOU!-.1·. WAY!> ANI> MEAN;, LOMMIITI.I 

WII.I.IA M 1'. PUTNAM 
EXI-.CUTIVI·. D llli.CTO R 

Ke have returned to the Department of Highways and Public 

Transportation to determine the progress made toward implementing 

the recommendations in our audit report covering the period July 

1, 1981 - January 31, 1983. During this review, we followed up 

on e a ch recommendation made in the audit report through inquiry, 

observation and limited testing. 

The Audit and Certification Section observed that the 

De partment has made progress toward correcting the problem areas 

f ound and improving the internal controls over the procurement 

s ystem. 

In addition to our normal follow-up review, particular 

attention during the follow-up period has been directed by our 
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office and yours toward resolving conceptual and definitional 

problems in the following areas: 

A. As stated in the report, we discovered, during 

B. 

the audit, that the department's interpretation of the 

exemption provided them under Section 11-35-710(a) of 

the Consolidated Procurement Code was much broader than 

our own. This difference of opinion led to many of the 

exceptions enumerated in the audit report. 

Subsequent to the field audit period, we learned 

of delegated procurement authority within the department 

that we had not encountered previously because of their 

unique nature and the audit sampling procedures used. 

The following contractual services have been procured, 

as items exempted from the Consolidated Procuremeut 

Code, by the departntent in the past: 

1. The Environment~l Program Administrator of the 

Engineering Division contracted for 

archeological services for approximately 

$300,000 annually. These services are not 

exempt except when performed by an architect, 

engineer or other construction related 

professional addressed in Section 11-35-2910 of 

the Procurement Code. 

2. The Engineering Division was prepared to 

contract for consultant services for the design 

2 
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of a pre-construction engineering management 

systenl until we informed them that the 

transaction was subject to the Procurement 

Code. This is now being procured by the 

Division of General Services. 

3. The South Carolina Interagency Council on 

Public transportation was determined to be 

subject to the provisions of the Procuren~nt 

Code. Previously, they had operated as an 

exempted agency within the department. 

After several productive meetings with the Department of 

Highways and Public Transportation, we feel that we have reached 

an agreement on the scope of the department's exemption for the 

construction, nlaintenance and repair of bridges, highways and 

roads. In addition to the clarifications listed in B. 1., 2., 

and 3., above, it is our agreement with the Department of 

Highways and Public Transportation that the exemption contained 

in Section 11-35-710(a) for the "construction, maintenance and 

repair of bridges, highways and roads." is restricted to the 

procurement of contractual services of construction firms. 

Further, we have also included within the preview of this 

exemption those services enumerated in Section 11-35-2910(1) 

(architect - engineer and land surveying services) and Section 

11-35-2910(3) (construction management services) as they relate 

to the construction, maintenance and repair of bridges, highways 

and roads. 

3 
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This exemption would, therefore, specifically not apply to 

procurements of materials and supplies to be used by in-house 

personnel. In addition, the exemption does not apply to 

professional services such as thc~e described in B. 2., above, 

which do not relate to a specific highway, bridge or road project 

but rather to the general functiouing or purpose of the 

Department of highways and Public Transportation as a whole. 

Of course, we consider that all purchases other than those 

referred to as exempt in this letter must be made in accordance 

with the Consolidated Procurement Cooc or fall within other 

exemptions provided therein. 

Because of these agreements and understandings and because of 

the aforementioned general progress made toward correcting the 

problem areas found in the procurement system, we recommend that 

the certification limits for the Department of Highways and 

Public Transportation, as outlined in the audit report, be 

granted for a period of two (2) years subject to the specific 

conditions pointed out in the recommendation. 

RWK: kl 

4 

s~::t:; 1t/ {e. 
Richard W. Kelly ~ 
Director of Agency Services 
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