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Dear Rick: 
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SENATE FINANCE COMMITTEE 

TOM G. MANGUM 
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HOUSE WAYS AND MEANS COMMITTEE 

JESSE A. COLES. JR .. Ph.D 
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Attached is the final Department of Highways and Public 
Transportation audit report and recommendations made by the 
Office of Audit and Certification. I concur and recommend the 
Budget and Control Board grant the Highway Department three years 
certification as outlined in the audit report. 

Attachment 

Sincer 

I)J 
Clement 

Assistant Division Director 



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

TABLE OF CONTENTS 

PAGE 

Transmittal Letter...................................... 1 

Introduction. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 

Background. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 

Scope. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 

Summary of Audit Findings............................... 8 

Results of Examination.................................. 10 

Certification Recommendations........................... 21 

-i-



I 
·I 

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

April 17, 1986 

Richard W. Kelly, Director 
Agency Certification and 

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

We have examined the procurement policies and procedures of 

the South Carolina Department of Highways and Public Transporta-

tion for the period February 1, 1983 through December 31, 1985. 

As 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 control to assure adherence 

to the Consolidated Procurement Code and State and internal 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 recommendation for certifi-

cation above the $2,500 limit. 

The administration of the Department of Highways and Public 

Transportation is responsible for establishing and maintaining a 

system of internal control over procurement transactions. In 

fulfilling this responsibility, estimates and judgments by man-
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agement are required to assess the expected benefits and related 

costs of control procedures. The objectives of a system are to 

provide management with reasonable, but not absolute, assurance 

of the integrity of the procurement process, that affected assets 

are safeguarded against loss from unauthorized use or disposi-

tion, and that transactions are executed in accordance with man-

agement's authorization and are recorded properly. 

Because of inherent limitations in any system of internal 

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

Also, projection of any evaluation of the system to future 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. 

Our study and evaluation of the system of internal control 

over procurement transactions as well as our overall examination 

of procurement policies and procedures were conducted with due 

professional care. They would not, however, because of the 

nature of audit testing, necessarily disclose all weaknesses in 

the system. 

The examination did, however, disclose conditions, enumerated 

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

improvement. 

Corrective action based on the recommendations described in 

these findings will in all material respects place the Department 

of Highways and Public Transportation in compliance with the 

South Carolina Consolidated Procurement Code and ensuing regula-

tions. 

-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 Department of Highways and Public Transpor

tation. 

Our on-site review was conducted January 16, 1986 through 

February 28, 1986 and was made under the authority as described 

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

curement Code and Section 19-445.2020 of the accompanying regula

tions. 

The examination was directed principally to determine wheth

er, in all material respects, the procurement system's internal 

controls were adequate and the procurement procedures, as out

lined in the Internal Procurement Operating Procedures Manual, 

were in compliance with the South Carolina Consolidated Procure

ment 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 includes: 

(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-
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(3) to provide safeguards for the maintenance of a 

procurement system of quality and integrity with 

clearly defined rules for ethical behavior on the 

part of all persons engaged in the public 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 bodies 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 verify in writing that it is 
consistent with the provisions of this code 
and the ensuing regulations, and recommend to 
the Board those dollar limits for the respec
tive governmental body's procurement not under 
term contract. 

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

Procurement Code states in part: 

In procurement audits of governmental bodies 
thereafter, the auditors from the Materials 
Management Office shall review the adequacy of 
the system's internal controls in order to 
ensure compliance with the requirements of 
this code and the ensuing regulations. 

Our audit was performed primarily to determine if 

recertification is warranted. Additionally, the Department of 

Highways and Public Transportation requested the increased 

certification limits listed below: 

Category 

1. Goods and Services 

2. Consultant Services 

3. Construction 

4. Information Technology 

-5-

Requested Limit 

$30,000 

$30,000 

$30,000 

$30,000 



I 
·I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

SCOPE 

Our examination encompassed a detailed analysis of the inter

nal procurement operating procedures of the Department of High

ways and Public Transportation and the related policies and pro

cedures manual to the extent we deemed necessary to formulate an 

opinion on the adequacy of the system to properly handle procure

ment transactions up to the requested certification limits. 

The Audit and Certification team of the Division of General 

Services statistically selected random samples for the period 

July 1, 1984 through December 31, 1985, of procurement transac

tions for compliance testing and performed other auditing proce

dures that we considered necessary in the circumstances to formu

late this opinion. As specified in the Consolidated 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 accompanying regula

tions; 

(2) procurement staff and training; 

(3) adequate audit trails and purchase order register; 

(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; 

-6-
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(9) warehousing, inventory and disposition of surplus 

property; 

(10) economy and efficiency of the procurement process; 

and 

(11) approval of Minority Business Enterprise Plan. 

-7-
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SUMMARY OF AUDIT FINDINGS 

Our audit of the procurement system of the Department of 

Highways and Public Transportation (DHPT) produced findings and 

recommendations in the following areas: 

I. COMPLIANCE - SOLE SOURCE AND EMERGENCY PROCUREMENTS 

A. Emergency Construction Project 

The Department proceeded with a construction 

project without approvals from the Joint Bond 

Review Committee, the Budget and Control 

Board and the State Engineer. 

B. Improper Sole Sources 

Procurements of patches and janitorial sup

plies should have been competitively bid. 

II. COMPLIANCE - GOODS AND SERVICES 

A. Award Exceeded Procurement Authority 

The Department exceeded their procurement 

authority in one instance. 

B. Insurance Procurement 

Formal sealed bids were not solicited for 

procurement of commercial insurance. 

-8-
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III. 

IV. 

v. 

VI. 

VII. 

COMPLIANCE - CONSULTANT SERVICES 

A. Administration 

Procurement authority was exceeded in two 

instances. 

B. Research and Materials Testing Laboratory 

Several requirements were omitted in the 

procurement of testing services. 

COMPLIANCE - INFORMATION TECHNOLOGY 

Written quotations were not obtained on a 

procurement of forms. 

COMPLIANCE - CONSTRUCTION 

One procurement of $2,622.90 

supported by formal sealed bids. 

MAPS OVERSTOCKED 

was not 

The Department is overstocked in Primary 

Highway System Maps. 

INTERNAL AUDIT 

There has been little involvement 

review of the procurement process 

Department's internal audit staff. 

-9-
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RESULTS OF EXAMINATION 

I. Compliance - Sole Source and Emergency Procurements 

An interim review of sole source and emergency procurements 

was performed in March, 1985. This report and the Department's 

response is attached. 

Our current review included all available supporting 

documents from January 1 through December 31, 1985. It was 

performed for the purpose of determining the appropriateness of 

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 the transactions to be accurate and 

correctly reported; however, we did encounter the following 

problems which affect compliance with the Code. 

A. Emergency Construction Project 

Purchase order 02371, dated April 26, 1985 for $113,249.00 

was awarded after in-house bidding for the "removal of existing 

(roof) and installing a single ply roof at the Department of 

Highways and Public Transportation (DHPT) Equipment Depot 

Buildings." The requisition dated February 7, 1985 noted 

"building roof leaking excessive due to hard freeze in January." 

We noted the following exceptions regarding the contract. 

-10-
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1. The job was never established as a permanent improvement 

project (SPIRS Form A-1) nor was it approved by the 

Joint Bond Review Committee (JBRC) and the Budget and 

Control Board. 

2. The following required approvals were not obtained from 

the State Engineer. 

a. Request for Emergency Procurement, Form SE-560. 

b. Request for Authority to Execute a Construction 

Contract, Form SE-380. 

The State Engineer is the sole authority for procurement of 

construction related services and equipment greater than 

$2,500.00. 

In accordance with Section 19-445.2015, the Department of 

Highways and Public Transportation must request ratification of 

this procurement from the Director of General Services. 

Furthermore, the Department of Highways and Public Transportation 

must inform the JBRC and the Budget and Control Board of this 

project. 

AGENCY RESPONSE 

This procurement was handled in accordance with the 
procurement code. The job was advertised in the S. C. Business 
Opportunities and sealed bids were solicited, pre-bid site 
conference was held and award made to the low bidder meeting all 
specifications, etc. Our Supply and Equipment Engineer met with 
our Building Engineer and they discussed the job with State 
Engineer McPherson. The Department's procurement division was not 
aware of the requirements for notifying the State Engineer, Joint 
Bond Review Committee and Budget and Control Board. All required 
forms (SPIRS Form A-13, SE-560, SE-610 and SE-380) have been 
prepared and sent to the proper destinations. Ratification of 
this procurement will be requested from the Materials Management 
Officer in accordance with Section 19-445.2015. 

-11-
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B. Improper Sole Sources 

We noted two situations where goods and services were sole 

sourced, when another source selection process should have been 

used. 

First, we reviewed $13,730 worth of sole source orders for 

chevrons, emblems and service patches for patrol uniforms. The 

justification was that this vendor's workmanship best meets the 

Department's specifications. 

A similar situation indicated a brand name preference for 

ordering restroom cleaning products. Over a year, more than 

$6,000.00 was expended on a standing order for these items. Here 

again the justification indicated the products "work best" for 

the Department. 

These two procurements do not qualify as sole sources. This 

requires that goods or services meet both criteria of being 

unique and available from only a single source. Section 

19-445.2105, Subsection B, states, "In cases of reasonable doubt, 

competition should be solicited." 

The Department may wish to consider a multi-step bidding 

procedure for patrol patches and chemicals. Under this 

procedure, committees would perform blind evaluations of items 

submitted by interested vendors. Qualified product lists would 

be developed based on the evaluation results. Once the qualified 

product lists are developed, bids would be solicited for those 

items meeting the Department's minimum standards. 

-12-
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AGENCY RESPONSE 

1. PATROL EMBLEMS 

Over the past 2 or 3 years, we have had service patches made 
up by A.B. Emblem ,company and Swissartex Emblem Company and have 
requested samples from many other suppliers such as Izumi 
Embroidery Company. We have sent sample of our embroidered items 
to them but the quality of work they have sent us is not at all 
satisfactory. 

We now have complete specifications for all embroidered items 
used by the Highway Patrol and have a current order to Voyager 
Emblem, Inc. of Sanbron, N.Y. 

We will continue to make every effort to locate other 
suppliers capable of furnishing the quality emblems required for 
our Highway Patrol uniform which is registered with the 
Secretary-of-State so that no one can copy. 

2. JANITORIAL SUPPLIES 

The Department does not have any 'standing orders'. This 
notation was made on a requisition but did not really mean what 
it said. The superintendent of buildings and grounds has tried 
many brands of urinal bouys and bowl cleaners and has found these 
products to serve our needs better than others. We have taken 
internal remedies to correct this situation. Approved products 
wil l be bid in the future. 

II. Compliance - Goods and Services 

A. Award Exceeded Procurement Authority 

Our examination of sample transactions in the goods and 

services area revealed an award resulting from a sealed bid 

solicitation which exceeded the Agency's certification limit of 

$20,000.00. The purchasing section incorrectly thought that the 

certification limit was applicable to a single purchase order, 

not a total award amount. This resulted in the award amount of 

$23,723.01 for aggregate. 

The Materials Management Officer reiterated in the October, 

1985 edition of "Facts and Figures" that, "When determining the 

-13-
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purchasing limits and proper source selection, the governmental 

body must consider the potential or total value of the contract 

over the entire length of the contract period." 

In the future, all solicitations anticipated to result in 

awards exceeding the Department's procurement certification limit 

should be forwarded to the Materials Management Office. If the 

low bid exceeds DHPT's certification limit, the entire package 

should be forwarded to the Materials Management Office for review 

and award. 

Since the total of the awards resulting from this 

solicitation exceeded the Department's procurement authority, the 

contracts must be ratified in accordance with Regulation 

19-445.2015. 

AGENCY RESPONSE 

Aggregate requisitions from 3 counties were combined on 1 
sealed bid invitation. The total amount of each purchase order 
was less than the Department's certified limit. The total amount 
of the entire package was $23,723.01. The procurement officer 
than handled this bid incorrectly thought that as long as each 
resulting order was less than $20,000.00, he was handling 
properly. These orders were issued in May of 1985 and the MMO's 
recertification did not come out until October 1985. Regardless 
of this point, when the Director of Procurement was made aware of 
this incidence of excess of certified limits, the procurement 
officer was instructed not to exceed certified limit if the 
potential value of the bid could exceed $20,000.00 

Ratification of these contracts will be made in accordance 
with Regulation 19-445.2015. 

B. Insurance Procurement 

The Department procured insurance totalling $2,796.00 without 

soliciting formal sealed bids. Section 11-35-1520 of the 

-14-
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Procurement Code indicates "Contracts amounting to two thousand, 

five hundred dollars or more shall be awarded by competitive 

sealed bidding " In the future, this section of the 

Procurement Code must be complied with. 

AGENCY RESPONSE 

The Department will comply in all aspects of the procurement 
code for future insurance requirements. Requisitions shall be 
submitted to the Department's procurement division and bids will 
be sought accordingly. 

III. Compliance - Consultant Services 

A. Administration 

Our examination of procurements of consultant services 

revealed that the Personnel Department awarded consultant 

contracts greater than the Highway Department's $20,000.00 

certification limit. 

One contract award of $50,000.00 was for a supportive 

services program to increase the level of minority business 

participation in Federal-aid program contract work. A second 

contract was awarded totalling $39,795.00 for on-the-job training 

to develop, conduct and administer highway construction training, 

including skill improvement programs. These contracts should 

have been submitted to the Materials Management Office for 

processing. 

The DHPT Internal Procurement Operating Procedures Manual, in 

Section K-4 clearly states, "All requests for consultant 

procurements exceeding the Department's certified limit are 

submitted to the appropriate Chief Procurement Officer." 

-15-
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These contracts are unauthorized procurements and must be 

ratified in accordance with Regulation 19-445-2015. 

We understand these contracts are now being processed through 

the Materials Management Office. We recommend all such contracts 

continue to be handled in this manner if they exceed the DHPT 

certification limit. 

AGENCY RESPONSE 

The two contracts for consultant services cited were for 
supportive services and on-the-job training as they applied to 
minority business participation in highway construction. These 
contracts were awarded by the Department's personnel division 
after being advised by the Department's legal counsel that, in 
their opinion, they were exempt from procurement regulations on 
the basis that they directly related to the construction of roads 
and bridges which is an exemption granted the Department by the 
code. All subsequent contracts of this nature have been · handled 
by MMO and will continue to be handled by that office. 

B. Research and Materials Testing Laboratory 

In reviewing the Research and Materials Testing Lab's latest 

proposal for providing inspection of fabrication of structural 

steel, castings, bridge machinery sign structures and guard 

rails, we noted the following exceptions: 

1. A formal determination for the use of a competitive 
sealed proposal was not prepared as required by Section 
11-35-1530 of the Code. 

2. The responding proposals were not kept in a locked box or 
safe as required by Regulation 19-455-2045. 

3. The request for proposal did not call for the response to 
be sealed and it did not state that the proposal would be 
publicly opened at a specific time and date. This is 
required by Regulation 19-445.2095. 

4. Although the proposal request was advertised in three 
state-wide newspapers, the request should also be 
included in the "South Carolina Business Opportunities" 
published by the Division of General Services. 

-16-
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We found no fault with the evaluation and award process of 

this proposal, only the above exception which should be corrected 

in future proposals. 

AGENCY RESPONSE 

Steps have been taken to insure full compliance with the 
procurement code and regulations on all future proposals handled 
by the Research and Materials Engineer. 

IV. Compliance - Information Technology 

Our examination of sixty items in the information technology 

area revealed the following exception: 

PO Amount Item 

28089 $2,323.50 Printed Forms 

The Department failed to receive written quotations, as 

required by Regulation 19-445-2100(B), Item 2. 

Purchasing must ensure that future procurement between 

$1,500.00 and $2,499.99 are supported by the proper written 

quotations. 

AGENCY RESPONSE 

The printed forms on this order were ordered on a 
semi-emergency basis due to low stock and requirement that 
complete delivery be made in 21 days ARP proof and the failure to 
obtain written quotes was due to oversight or negligence as this 
requirement was clearly stated in code and regulations. To our 
knowledge, all procurements made prior to this one and all 
subsequent procurements have been in compliance. 

-17-
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V. Compliance - Construction 

A procurement of two HVAC systems totalling $2,622.90 was 

supported only by telephone quotations. The procurement exceeded 

$2,500.00 so formal sealed bids should have been solicited. 

We recommend that more attention be given to the bid 

requirements as set forth in the Code and regulations. We also 

remind the Department that state tax is considered part of the 

total cost of the acquisition. 

AGENCY RESPONSE 

The procurement of 2 HVAC systems was made by a district 
mechanical engineer after discussing the need with director of 
procurement. A written quote was obtained from the low bidder 
but not from the other bidders. This requirement has been 
reiterated to our field personnel and every effort will be made 
to insure compliance with bid requirements on all future 
procurements. The Department is now aware that sales tax is to 
be considered part of the total cost. 

VI. Maps Overstocked 

The Highway Department is overstocked in Primary Highway 

System road maps. When the average usage of the last three years 

is applied to the current stock on hand it indicates a quantity 

sufficient to last seven years. 

The last three procurements have been annual buys of 200,000 

maps per purchase. Total map inventory on hand January 31, 1986 

by our count was 482,000. Annual average usage for the past 

three years was 67,650, so the overstockage equates to $40,000. 

These maps tend to get dated as we noted at least 7,500 dated 

1982-83. Since these maps are not a regular Supply Depot stock 

item, no perpetual inventory is kept on the maps. The Public 

Relations Section likewise, does not keep a running inventory on 

-18-
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the maps. Before the annual buy is made Public Relations 

requests a "count" from the Supply Depot. 

Apparently, these "counts" have not been accurately taken, 

received or evaluated. We recommend the following to curtail the 

overstockage. 

1. An immediate physical inventory be done by the Public 
Relations Section to determine exactly what year maps are 
stocked and in what quantities. 

2. The annual order requirements be based on an average 
usage, perhaps for the past three years. 

AGENCY RESPONSE 

As a result of this audit, an inventory has been made by the 
Department's public relations office personnel and the matter has 
been discussed with the director of our supply and equipment 
division. They have made arrangements to maintain a perpetual 
inventory of highway maps in the future. No further orders will 
be issued for maps until the ordering point, to be determined by 
accurate usage figures, is reached. The underlying reason for 
this situation is that in the past, the Department issued all 
maps. Four years ago, PRT became a co-publisher with the 
Department and began stocking their own maps. This resulted in 
the Department having an over abundance of highway maps. 

VII. Internal Audit 

There has been little involvement in the review and audit of 

the procurement process by the Department's internal audit staff. 

A complete internal audit program includes a periodic review 

I of the system of requisitioning, placing purchase orders, 

I receiving, etc., to determine that procurement procedures are 

sound and being adhered to by user departments. The program 

should also include a review of the procurement process for 

compliance with the Code and internal procurement policy. 
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Historically, due to time limitations, internal audit 

departments have been forced to concentrate their efforts in the 

financial area, which precluded compliance and operations 

programs. This leaves a gap in the administrative control over 

the procurement function because this area goes without review 

except by external audit organizations. Except for the work done 

in the Supply Depot, Equipment Depot and Office Supply Room, we 

have seen no other involvement in the procurement process. 

The Institute of Internal Auditors' publication entitled 

Standards for the Professional Practice of Internal Auditing 

states, "The scope of Internal Audit should encompass the 

examination and evaluation of the adequacy and effectiveness of 

the organization's system of internal control and the quality of 

performance in carrying out assigned responsibilities." We feel 

this expands the role of Internal Auditors into the areas of 

compliance, management and operational reviews of all areas and 

functions of an organization. 

We recommend that Internal Audit programs be developed to 

test the procurement process for adequacy of internal control, 

compliance with the Consolidated Procurement Code, adherence to 

Department procedures and overall effectiveness. This program 

should include but not be limited to periodic review of 

procurements at all dollar levels. 

AGENCY RESPONSE 

The Department's audit manager has advised that an audit will be 
scheduled as soon as possible after several audits now in process 
are completed. We realize an inordinate amount of time has 
lapsed since the last audit and we will endeavor to have this 
situation corrected since you have brought it to our attention. 

-20-
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CONCLUSION 

As enumerated in our transmittal letter, corrective action 

based on the recommendations in the body of this report, we 

believe, will in all material respects place the South Carolina 

Department of Highways and Public Transportation in compliance 

with the State Consolidated Procurement Code and ensuing regula

tions. 

Prior to September 30, 1985 the Office of Audit and Certifi

cation will perform a follow-up review in accordance with Section 

11-35-1230(1) of the Procurement Code to determine if the pro

posed corrective action has been taken by the Department. Based 

on the follow-up review, and subject to this corrective · action, 

we will recommend that the Highway Department be re-certified to 

make direct agency procurements for a period of three years as 

follows: 

Procurement Area 

I. Goods and Services exclusive 

of printing equipment which 

must be approved by the 

Materials Management Office. 

II. Information Technology pro

vided the procurement is 

within the scope of the 

approved Information Tech-

nology Plan. 

-21-

Recommended Certification 

Limit 

$30,000* per purchase 

commitment 

$30,000* per purchase 

commitment 
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III. Consultant Services $30,000* per purchase 

commitment 

IV. Construction $30,000* per purchase 

commitment 

V. Construction materials $1,250,000* per purchase 

testing contracts estab- commitment 

lished by the Research 

and Materials Lab 

*This limit means the total potential purchase commitment 

to the State whether single year or multi-term contracts 

are used. 

-22-
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STATE OF SOUTH CAROLINA 

BUDGET AND CONTROL BOARD 

RICHARD W . RILEY. CHAIRMAN 
GOVERNOR 

GRADY L PATT£RSON. JR. 
STATE TREASURER 

EARlE E. MORRIS. JR . 
COMPTROULR GENERAl. 

Mr. Walker P. Ragin 
Chief Commissioner 

DIVISION OF GENERAL SERVICES 
J00 GERVAIS STREET 

COlUMBIA. SOUTH CAROU~A 29201 
t10JI7S6-ll~ 

RICHARD W KElLY 
ASSISTANT DIVI SIO N IJIRECTOR 

Apri l 10, 1985 

S. C. Dept. of Highway s and 
Publ i c Transportation 

955 Park Street 
Columbia, South Carolina 29201 

REMBERT C. DENNIS 
CIIAIII!'4AN. 
SENATE fiNANCE COMMITTEE 

TOM G. MANGUM 
CHAIR!o1A."' . 
HOUSE WAYS AND MEANS COMMITTE£ 

WIWAM T PIJT1-1AN 
EXECUTIVE DIRECTOR 

SUBJECT: Review of Sole Source and Emergency Procurement 
Justifications 

Dear Mr. Ragin: 

On March 7, 13 and 14, 1985, we e x amined y our ~gency 1 s 
quarterly reports of sole source and emergency procurements and 
all available supporting documents for the period October 1, 1982 
through December 31~ 19 8 4. This review was conducted for the 
purpose of determining the appropriateness of the procurement 
actions taken and the accuracy of the reports submitted to the 
Division of General Serv ices in accordance with Section 
11-35-2440 of the Consolidated Procurement Code. We found the 
majority of these transact i ons to be proper and accurately 
reported, but we did encounter -the fol l owing problems: 

P. O. # 

2 74 55 
27641 
02619 
06638 
18354 
18355 
18356 
18357 
19721 
19777 

nr r ~er n r -\l ' l liT ., ,ll t t ~nnc · ., nn ' 

\ .•m.U ;~ :1 JISO 

AMOUNT 

$1, 7 13.00 
635.00 
640.00 
550.00 

1,200.00 
550.00 
860.00 
554.00 
720.00 

1,320.00 

SOLE SOURCE PROCUREMENTS 

EXCEPTION 

Th e se p rocurements wer P. f or 16~~ pr e 
printed educat i onal films which are 
exempt and should not have been reported 
as solP. source procurements. 

tl ll lll Ol [Ill -..J .\rt I 'C.J-.. 1 1 1( II IJ H I tH f'\,JHI ,\ 't -\ .... H . I '-1 1'1 

t "1,tll l ;·) ... ~ 11 \ 
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Mr. Ragin 
April 10, 1985 
Page 2 

P.O.# 

00048 
09679 
13382 
19198 
23804 
28164 

24935 
26046 

24164 

20651 
23155 

AMOUNT 

$1,860.00 
765.00 

1,818.00 
1,717.55 
1,369.50 

528.75 

$ 450.00 
407.00 

$1,046.64 

$ 616.00 
915.60 

'· 

EXCEPTION 

These procurements were from publishing 
companies and printers for publications, 
books, technical and educational 
pamphlets and subscriptions, all of which 
are exempt and should not be reported as 
sole source procurements. 

The Code designates procurements under 
$500.00 as "small purchases." They 
should not have been reported as sole 
source procurements as only one fair and 
reasonable price is required. 

The procurement for the installation of 
PVC raceways for computer cable had a 
weak justification which stated "Gregory 
Electric was the original. electrical 
contractor for the building. . . (and) 
could do a faster and better job." One 
other vendor should have been solicited 
for this procurement. 

These procurements were for IBM toner and 
Xerox developer and fuser oil. The 
vendors on State contract were not 
utilized as required by the Code. 

We requested that the Materials 
Management Office review the3e 
determinations and findings and respond 
to the statements made therein. See the 
attachment for the justifications and the 
Materials Management Office response. 

The following purchase orders and justi~ications for 
maintenance contracts were prepared after the start of the 
contract period. The purchase order numbers, purchase order 
dates, justification approval dates, and beqinning contract dates 
are as follows: 

P.O.# 

25650 
26396 

P.O. DATE 

09/21/84 
10/10/84 

JUSTIFICATION 
APPROVAL DATE 

09/20/84 
10/09/84 

REG INNING 
CONTRACT DATE 

07/01/84 
07/24/84 
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t-1r. Ragin 
April 10, 1985 
Page 3 

' Justifications could not be located for many of the 
source procurements reported to the Division of General 
for the period January 1, 1984 through March 31, 1984. 
purchased appeared to be sole sources, however document 
of just~fications was inadequate • 

sole 
Services 
The items 
retention 

·. 

P.O.# AMOUNT 

21815 $38,682.00 

16895 $20,000.00 

14050 $28,464.00 

EMERGENCY PROCUREMENTS 

EXCEPTION 

This procurement for repairs to the South 
Island ferry was justifi~d by the 
necessity to complete the task while a 
ramp was being renovated • . P.O. J23333 
for ·further repairs refers to the initial 
work as the "annual refurbishing." This 
discrepancy, as well as the probable 
advance notice of the ramp renovation, 
creates doubts as to the "emergency" 
nature of the procurement. 

The emergency procurement to Blackstone 
Construction Company was properly 
handled, however it was reported on both 
the emergency and sole source quarterly 
reports. This created an overstatement 
of $20,000.00 on the March 31, 1984 sole 
source quarterly report. : .. 

The procurement to replace the docking 
ramp for the South Island ferry was 
justified as an emergency because it had 
"deteriorated to the point where ferry 
service must be curtailed about an hour 
earlier than normal as low tide 
approach{ed} ." It appears that proper 
planning would have allowed for the 
procurement to be handled in the normal 
manner. 

In summary, it can be seen from the abovP. listing that \ole 

found several justifications to be weak and non-convincing. As a 
result, thesP. procurements are improperly justified and not in 
compiiance with the Procurement Code. Furthermore, due to 
reporting small purchases, exempt items, and contract items and 
duplicate reporting, the sole source quarterly reports were 
overstated by at least $39,189.40. 
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Mr. Ragin 
April 10, 1985 
Page 4 

We request that your procurement section review these 
exceptions and make a more concerted effort to plan for recurring 
procurements. Further, the procurement staff should become 
familiar with the exemptions granted in the Code and by the . 
Budget and Control Foard. These procurements should not be · 
included in the quarterly reports. Also, all maintenance 
contract determinations should be approved and purchase orders 
prepared prior to the beginning of a contract, and determinations 
should be prepared for all sole source procurements listed on the 
quarterly reports. 

Finally, we request that you review the exceptions noted 
above and respond in writing to them. If you prefer to discuss 
these issues the Audit and Certification staff is available at 
your convenience. 

rr~Ah~M 
R. Voight s:~:~-~ 
Director, Audit & Certification 

RVS:kl 
CC: J. G. Freeman 

. ·-- . : -- ~ ~. :. - ~ 
. . - ·- . -- .. -· -

-
. -· 

- --- . - ~ .. - . - · -- · -- - -· --- -- · -·- .... - -- -- -
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STATE OF SOUTii CAROUNA 

BUDGET AND CONTROL BOARD 
DMSION OF GENERAL SERVICES 

100 DU'TOi SQU.-11! at.VO .• SUln ISO 
COUJ.'481A. S.C. 2nl0 
IIGJI~ 

.. 

IUCXAIIO VI. llll.£Y, ~ 
c:;ovPIOQil 

IIL'411!KT C. DCCMS 
Ov.I"-'CAA'f. 
SUCAT! fuv.HCE C0)1MJ'1"1"ll': 

CllAOY L PAl'T"DSOft. Jll. 
STAT! nlt.UUilU TOH G. lCAitCUM 

QV.I~. 

!AJtU L HOIIItiS.. Jll. 
<:OMI'"TJIOUVI COUC!JIAI.. 

~WAYS Nt/0 M!AIU COMMJTT!Z: 

• 

M E M 0 R A N D U M 

TO: 

\llll.1lAH T. P\m'CAH 
~DIALCTOil 

FROM: 

Richard Campbell 1./ 
David Warren~~~ 
March 21, 1985 DATE: 

SUBJECT: Attached Sole Source Determinations from Hwy. Dept. 

A. XEROX TONER AND DEVELOPER CONTRACT: The State Contract for 
Toner makes the potential contractor give us a guaranteed 
yield per carton in his bid. If he fails to meet his yield 
he can be held in default of the contract or compensate the 
State with addieional supplies to make up for the shortage. 
State Procurement has alvays used the items on contract - to 
do othervise vould be a breech of contract. 

B. I.B.M • . TONER CONTRACT: This is the oldest of the two contracts. 
.. > In the past vb.en. we. did hav.e _ problems, I. B. H. vould adjust 

their equipment which . vould eliminate the problem. As for 
yields, bidders have the same condition as outlined · iri. item "A". 

The "threat" as i~dicated by the attached correspondence 
is a scare tactic vhich restricts usage to their (I.B.M.) 
supplies only vhich .I feel is illegal. 

We have many I.B.M. copiers both on lease and purchase that 
are not having any problems and using State Contract supplies. 

Ultimately vhat has been done here by the Highvay Department 
is replace the usage of the State Contract by a means (Sole 
Source) which is not valid. 

MATERIALS MANAGEr-lENT OFFICI:: 

s .... -;..,...." s-.... p.,. .......... ""' .. -..-..... r,...,....."''-·.,. .. 
)on t ; - ... ~u ..... 

c;,.,. ,, ,.,...,.~ ...... 
~no o..,.c" s • . llt-.d . 

c;v.t. 2~0 

,,....,_ .... .,.. r-~ ,.. .. ....,_...... ''""'• 
11111i11 ""'"" ~·f . Olv4. 

5 ...... p,.._..., c;..,....... w-~ A. IM~ 

.............. .-\-... 1"'1 L~-~ .._, , ...,. 
·'-· J 

Vrl l." .~ • . "\ t..: 21 t ~rr~• ( ,.4• . "t L 2 ~?111 (ul• . 'i t.:' 2"J101 
7~ ~ · 2 hZh ; •, • . l : 1-. :~~ - -.u ,. 

( u J• . "'t; , l "'11 1l 1,._,_,..,, 
"t .... ''" 
c. ,1 • . ~ t.: . l"tro 

:'",M. II0, ""'-4) 

,,..,.u_ .... ,..,.~"' ... ,.,._,.....,. 
-.on Otoot('~ c; .. 81¥4 • 

5.,..,., I 10 

Cwlo .. ~ C. :~110 

'" " •"'·~ 
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SOUTI-4~ 

DE?ARTMBiT OF HIGHWAYS AND PUBUC TRANSPORTATION 

Mr. R. Voight Shealy 
Director, Audit & Cer~ification 
Division of General Services 
300 Gervais Street 
Columbia, SC 29201 

1'0.80XT91 

June 21, 1985 

SUBJECT: Sole Source and Eme~gency Procurement Justifications 

Dear Mr. Shealy: 

We have reviewed the report issued by you of this agency's sole 
source and emergency procurements for the period October 1, 1982 through 
December 31, 1984 • 

Considering the complexity of the Department of Highways and Public 
Transportation, and that this is the first in-depth audit and review of 
this nature, we feel that this repo~ indicates the effo~ of our . 
procurement division, with a few exceptions, in properly justifying and 
reporting these procurements has been quite satisfactory • 

The exceptions pointed out in the report have been called to the 
attention of all procurement officers and the items previously reportea 
that are exempt, such as educational films, publications, books,pamphlets : 
and subscriptions, will not be reported in ·the ·future. -· _ ·---- ·--. .,.".~:_..:~~·- ·-· 

The two (2) procurements under $500.00 that were included in sole 
source reports were repo~ed through error and the necessary precautions to 
prevent a recurrence of this type error have been taken. 

The procurement for labor and material to install raceways for 
computer cable was made from the original contractor that wired this 
building. They are familiar with all locations and as this cable had to go 
through the high pressure chase in order to reach the electrical room it 
was determined by our building superintendent and concurred with by me 
that this vendor was the only source capable of performing this very 
critical type work. All air from penthouse air conditioning units goes 
through this chase to the other floors and these raceways had to be sealed 
off so as not to allow the cool air to escape from the high pressure chase. 
Gregory Electric had all drawings and the expertise to perform this work 
without creating additional problems. 
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Our duplicating office supervisor is currently studying all aspects 
of the problems that we have incurred in the past with various toners and 
developers and fuser oils as substitutes for Xerox -products. He is to make 
another test of the contract items and if the results are not satisfactory, 
we will contact state purchasing for assistance. 

The Motor Vehicle Division utilizes the IBM copier in question and 
the appropriate supervisor in this division is currently testing the 
contract toner and vi~ make his report as soon as possible. 

The maintenance agreement for Be~ & Howell microfilmer reported as 
a sole source procurement is automatically renewable and we issue a 
confirming purchase order upon receipt of invoice. In the future, we will 
ensure that sole source determinations are made prior to the issuance of an 
order . 

The maintenance agreement for the Bell & Howell inserting .machine 
underwent a period of negotiation due to a much higher charge than the 
previous year. Ye did not receive a corrected invoice until August 29, 
1984 and were not able to issue an order until then. Ye have noted this 
problem and will attempt to clarify the pricing prior to expiration of 
contract and thus correct this problem. 

During the period January 1, 1984 through March 31, 1984 while 
waiting certification for higher purchasing limits, we were interpreting 
the exemption stated in section 11-35-710 of the procurement code to 
encompass procurements for maintenance and repair of bridges, highways and 
roads, as stated, and were not reporting such procurements. Since April 1, 
1984, we have reported every sole source and emergency procurement made and 
will continue to do so. 

The wording "annual refurbishing" t which was used when writing up 
the sole source procurement form for P ; o ~ : 23333 and . the additional work 
required on the ferry after the work on P. 0. 21815 . had begun, does not 
reflect the actual situation. The ferry is not refurbished on an annual 
basis but is inspected on a regular basis to determine if and when hull and 

. -- -- deck maintenance is required. : - Ye presently plan no refurbishing in · - · -- · 
·.· _calender year 1985 .because of the present : condition of .. the . ferry hull both .. ·:: .>. 

·· ·· - inside and out. --- - · ---~ ~- ... _-:- - · ·- ·-· · - ~- · · ·· · -:_-·:.:-:--:· . ..:_~ ___ ,:._ ·:-:- · --·-·:-."-- -.:: -:--·- · -- -:-: -==- --- -- - · -· · - · -- · - - - · -- · .. . - -- -
.. - - .: . . . . -- . --· . 

The primary cause for drydocking the ferry in 1984 was the result of 
' hull leaks along the stiffener plate at the waterline. This plate was 
welded on the outside of the hull a few years earlier to reinforce it where 
it came into contact with the docking ramp timbers. The salt water 
inside the hull influenced o~r decision to recondition the inside hull 
after an inspection. The general condition of the ferry did not justify 
an emergency procurement but the Resident Maintenance Engineer and 
Assistant Director of Maintenance felt that . the leaks along th stiffener 
plate caused by the welding process on the thin hull metal could and would 
progress rapidly afte~ it reached the point where the first leaks were 
detected. Since this was considered an emergency repair, we decided that 
we should proceed with the sandblasting and repainting of the entire ferry 
both inside and out to prevent the loss of service again when routine 
refurbishing became necessary. Yhen the ferry is out of service, it 
actually simplifies the problem of the Highway Department but it makes it 



I :·- -·· . · ~ ·· 

( ~ 

I 
" 

I 
-1 
'I 
I 
I 
I 
I 
I 
I 
I . - . - .. . 

----

I 
I 
I 
;I 
-I 
I 
I 

ex~remely difficult for the S. C. Wildlife personnel who live on the island. 
since many of their needs must be met by having rapid access to and from 
the mainland. Por this reason the Highway Department tries very hard to 
provide the service with no more interruptions than are absolutely 
necessary. 

As far as reconstructing the docking ramp on the island side of the 
waterway as an emergency procurement on P. 0. 14050, we had hoped that this
would not be absolutely necessary until such time that ve felt the ferry _ 
refurbishing would be·necessary. Georgetown Maintenance had been repairing 
this ramp vith maintenance forces for two or three months and we purchased 
40 pieces of 4" x 12" creosote timber which ve used to redeck the part of ·. 
the ramp that was exposed at lov tide in hopes of making it last until the 
ferry required the regular refurbishing based on general condition. Had we 
known that the hull leaks would require the drydocking in July, we probably 
could have continued temporary repairs that long but even then an emergency 
procurement would have been necessary just as ~th the ferry. 

The Righvay Department must provide a tangible service to all the 
citizens of South Carolina as well as many others and must sometimes make 
decisions accordingly. · The procurement code allows for emergency 
procurements when the facts warrant. Ve furnished our agency head vith the 
facts as we sav them and he concurred. 

The procurement of emergency bridge repairs that we included in 
both sole source and emergency reports was erroneously listed on the sole 
source report. Ve have instructed all procurement officers to be sure this 
does not occur in the future. 

Ve feel that this audit report is beneficial and will assist our ._ .. 
·procurement division in operat~ng .in strict adherence to the procurement _ _ ..... _ 

~- code vhich is ?Ur goal. -- '.. · ·· · -- · · · ___ .. ~ : · - · ··:.- ·.; -.': ·-
.- .; - . -

If I can be of any assistance or offer any further information 
--- .. -. .. ·. -

. regarding J:his audit, please advise. --- · · · · -- ·' -- --
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RICHARD W. RILEY, CHAIRMAN 
GOVERNOR 

GRADY l. PATTERSON, JR. 
STATE TREASURER 

EARLE E. MORRIS, JR. 
COMPTROLLER GENERAL 

STATE OF SOUTH CAROLINA 

BUDGETANDCONTROLBOARD 
DIVISION OF GENERAL SERVICES 

300 GERVAIS STREET 
COLUMBIA. SOUTH CAROLINA 29201 

(803) 737·2140 

RICHARD W. KEllY 
DIVISION DIRECTOR 

August 8, 1986 

Mr. William J. Clement 
Assistant Division Director 
300 Gervais Street 
Columbia, South Carolina 29201 

Dear Bill: 

REMBERT C. DENNIS 
CHAIRMAN, 
SENATE FINANCE COMMITTEE 

TOM G. MANGUM 
CHAIRMAN , 
HOUSE WAYS AND MEANS COMMITTEE 

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

We have returned to the South Carolina Department of Highways 
and Public Transportation (SCDHPT) to determine the progress made 
toward implementing the recommendations in our audit report 
covering the period February 1, 1983 through December 31, 1985. 
During this visit, we followed up on each recommendation made in 
the audit report through inquiry, observation and limited 
testing. 

We observed that SCDHPT has made substantial progress toward 
correcting the problem areas found and improving the internal 
controls over the procurement system. With the changes made, the 
system's internal controls should be adequate to ensure that 
procurements are handled in compliance with the Consolidated 
Procurement Code and ensuing regulations. 

We, therefore, recommend that the certification limits as 
outlined in the audit report, be granted for a period of three 
(3) years. 

Sincerely, 

~-,~~~ager 
Audit and Certification 
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