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EARLE E. MORRIS, JR. 
COMPTROLlER GENERAL 

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

Dear Helen: 

(803) 737~592 fill< 

HillEN T. ZEIGLER 
DIRECTOR 

April 28, 1997 

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

~:::t\-~ 
R. ~:~ealy r 
Materials Management Officer 
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(803) 737~592 Fax 

HELEN T. ZEIGLER 
DIRBClOR 

February 26, 1997 

LI.!THBR F. CARTER 
BXBCtrnVB DIRBClOR 

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

Department of Social Services for the period October I, 1993 through September 30, 1996. 

As part of our examination, we studied and evaluated the system of internal control over 

procurement transactions to the extent we considered necessary. 

The evaluation was to establish a basis for reliance upon the system of internal control to 

assure adherence to the Consolidated Procurement Code and State procurement policy. 

Additionally, the evaluation was used in determining the nature, timing and extent of other 

auditing procedures necessary for developing an opinion on the adequacy, efficiency and 

effectiveness of the procurement system. 

The administration of the South Carolina Department of Social Services is responsible 

for establishing and maintaining a system of internal control over procurement transactions. 

In fulfilling this responsibility, estimates and judgments by management are required to assess 

the expected benefits and related costs of control procedures. The objectives of a system are 



to provide management with reasonable, but not absolute, assurance of the integrity of the 

procurement process, that affected assets are safeguarded against loss from unauthorized use 

or disposition and that transactions are executed in accordance with management's 

authorization and are recorded properly. 

Because of inherent limitations in any system of internal control, errors or irregularities 

may occur and not be detected. Also, projection of any evaluation of the system to future 

periods is subject to the risk that procedures may become inadequate because of changes in 

conditions or that the degree of compliance with the procedures may deteriorate. 

Our study and evaluation of the system of internal control over procurement transactions, 

as well as our overall examination of procurement policies and procedures, were conducted 

with professional care. However, because of the nature of audit · testing, they would not 

necessarily disclose all weaknesses in the system. 

The examination did, however, disclose conditions enumerated in this report which we 

believe need correction or improvement. 

Corrective action based on the recommendations described in these findings will in all 

material respects place the South Carolina Department of Social Services in compliance with 

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

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

We conducted an examination of the internal procurement operating policies and 

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

conducted December 5, 1996 through January 8, 1997 and was made under Section 11-35-

1230(1) of the South Carolina Consolidated Procurement Code and Section 19-445.2020 of 

the accompanying regulations. 

The examination was directed principally to determine whether, in all material respects, 

the procurement system's internal controls were adequate and the procurement procedures 

were in compliance with the South Carolina Consolidated Procurement Code and its ensuing 

regulations. 

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

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

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

(2) 

(3) 

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

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

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

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

Most recently, on May 10, 1994, the Budget and Control Board granted the South 

Carolina Department of Social Services the following procurement certification. 

Category Limit 
Service Provider Contracts funded from $2,000,000 per contract per year, with option 
Social Services Block Grant and Child to extend four additional years 
Welfare Service Provider contracts funded 
from Federal Title IV - Service Provider being 
a provider of services directly to a client 

Goods and Services $25,000 per commitment 

Information Technology in accordance with $25,000 per commitment 
the approved Information Technology Plan 

Consultants Services $25,000 per commitment 

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

Department has requested the following certifications: 

Category Limit 
Service Provider Contracts funded from $2,000,000 per contract per year, with option 
Social Services Block Grant and Child to extend four additional years 
Welfare Service Provider contracts funded 
from Federal Title IV - Service Provider being 
a provider of services directly to a client 

Goods and Services $50,000 per commitment 

Information Technology in accordance with $50,000 per commitment 
the approved Information Technology Plan 

Consultants Services $50,000 per commitment 
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SCOPE 

We conducted our examination in accordance with Generally Accepted Auditing 

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

analysis of the internal procurement operating procedures of the South Carolina Department 

of Social Services and its related policies and procedures manual to the extent we deemed 

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

procurement transactions. 

We selected judgmental samples for the period October 1, 1993 through September 30, 

1996 of procurement transactions for compliance testing and performed other audit 

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

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

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

(2) Procurement transactions for the period October 1, 1993 through September 
30, 1996 as follows : 

a) One hundred and thirty payments, each exceeding $1 ,500 
b) A block sample of approximately four hundred and fifty purchase orders 

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

(4) Information Technology Plans for fiscal years 93/98 

(5) Internal procurement procedures manual 

(6) Surplus property procedures 

(7) Real property lease agreements 

5 



SUMMARY OF AUDIT FINDINGS 

Our audit of the procurement system of the South Carolina Department of Social Services, 

hereinafter referred to as the Department, produced findings and recommendations as follows. 

I. Sole Source, Emergency and Trade-In Sale Procurements 

A. Unauthorized Sole Sources 

We noted sixteen sole source procurements that were unauthorized either 

because they were not approved by someone with requisite authority or 

because commitments were made before the transactions were properly 

authorized. 

B. Internal Controls Over Sole Source Procurements Need Improvement 

In addition to the unauthorized procurements cited in section 1-A of this 

report, we found seven contract files with originally signed sole source 

determinations that were not dated. In another instance a sole source 

determination had an incorrect date recorded. Finally, the Department failed 

to prepare and report a procurement as a sole source as it had done on the 

first year of the contract. 

C. Reporting Errors 

Fourteen transactions were incorrectly reported on the Department's 

quarterly reports to the Office of General Services. 

II. Office of Information Resource Management Approval Not Obtained 

Three procurements of telecommunications equipment were not approved by 

the Office of Information Resource Management. 
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ill. Purchases Without Evidence of Competition 

Our samples revealed five transactions that lacked any evidence of 

competition, sole source or emergency determination. Three of the five 

procurements were unauthorized. 

IV. Direct Purchase Payments 

Two direct payments exceeded the internally established limit of $150 thus 

making them unauthorized. 
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RESULTS OF EXAMINATION 

I. Sole Source, Emergency and Trade-In Sale Procurements 

We examined the quarterly reports of sole source, emergency and trade-in sale 

procurements for the period October 1, 1993 through September 30, 1996. This review was 

performed to determine the appropriateness of the procurement actions taken and the accuracy 

of the reports submitted to the Office of General Services as required by Section 11-35-2440 

of the Consolidated Procurement Code. 

A. Unauthorized Sole Sources 

We noted sixteen sole source procurements that were unauthorized either because they 

were not approved by someone with requisite authority or the commitments were made before 

the transactions were properly authorized. 

Item PO/ Contract Description Amount 

1 42-0038 Bus tickets $4,886 

2 9877 Bus tickets 4,000 

3 9879 Bus tickets 1,904 

4 10057 Bus tickets 1,600 

5 10246 Bus tickets 1,600 

6 10269 Bus tickets 2,400 

7 10869 Bus tickets 9,600 

8 11023 Bus tickets 5,737 

9 11017 Bus tickets 1,600 

10 11128 Bus tickets 1,600 

11 11415 Bus tickets 1,600 

12 8244 Bus tickets 1,600 

13 95-0229-1-0615 Job skills training 146,824 

14 4937 Maintenance on DIP equipment 5,075 

15 94-0421-3-C Refugee services 2,500 

16 1512092 Maintenance of direct mail issuance 2,400 
program 
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Items one through thirteen were unauthorized because the signatures recorded on the 

determinations that authorized the procurements were not authentic signatures. While the 

signatures represented the proper personnel, someone else who was not delegated sole source 

authority had actually signed the documents. Because the documents were not signed by 

authorized personnel, the procurements were unauthorized and require ratification. 

Additionally, for the bus tickets, a single sole source justification document was 

reproduced and used repeatedly to authorize the various purchase orders. Since the document 

was not set up to be used in this manner, the appearance is the sole sources were not approved 

in a timely manner. 

Section 11-35-1560 of the Code states in part, "A contract may be awarded for a supply, 

service or construction item without competition when ... the chief procurement officer, the 

head of the purchasing agency, or a designee of either officer, above the level of the 

procurement officer determines in writing that there is only one source .... " Additionally, 

Regulation 19-445.2105 states, "Such officer may specify the application of such 

determination and the duration of its effectiveness". Since the determination was silent to its 

duration, each purchase order for bus tickets should have been supported by a new 

determination. 

The determinations for items fourteen and fifteen were actually prepared for prior 

procurements and not to support these procurements. Either blanket determinations should 

have been prepared for the original procurements or a new determination prepared for each 

subsequent procurement action. 

The sole source determination for item sixteen was not prepared until after the contract 

period had expired. Because determinations for sole sources must be authorized in advance, 

the procurement was unauthorized and requires ratification. 

We recommend that only designated authorized personnel sign sole source documents 

authorizing the procurements. We further recommend that sole source determinations 

specifically address the duration of their effectiveness and only be used during that time 
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period. Unless a multi-term contract is involved, we recommend that such a determination 

not be used for more than one year. This allows the authorizer a chance to review the market 

place to determine if competition is now available which was not available in the past. 

Ratification should be requested from the Executive Director on the transactions cited above 

in accordance to Regulation 19-445.2015 since each unauthorized procurement was within the 

Department's procurement authority. 

B. Internal Controls Over Sole Source Procurements Need Improvement 

In addition to the use of old sole source determinations and improper signatures used in 

supporting sole source procurements cited in section I-A of this report, we also found in our 

samples seven contract files with originally signed sole source determinations that were not 

dated. 

Contract Date Description Amount 

96-0372-0-0589 07/95 - 06/96 Spouse Abuse $73,741 

96-0374-0-0589 07/95 - 06/96 Spouse Abuse 67,634 

96-0852-0-0648 05/96 - 09/96 Inspection 75,504 

96-0378-0-0590 07/9 5 - 06/96 Spouse Abuse 75,394 

96-0379-0-0590 07/95 - 06/96 Spouse Abuse 80,349 

96-03 80-0-0590 07/95 - 06/96 Spouse Abuse 69,235 

96-0381-0-0590 07/95 - 06/96 Spouse Abuse 71,317 

Even though the originals were not dated, none of the photocopied sole source 

determinations we reviewed were left undated. The practice by the Department of leaving 

undated determinations in the contract files could allow personnel without sole source or 

emergency procurement authority to simply retrieve a signed sole source determination, 

record the current date, and continue to use the document giving the appearance of proper sole 

source approval when in fact no authorized official ever approved the procurement. 

We recommend that all sole source and emergency determinations be dated when the 

document is signed. The Department may wish to utilize blanket sole source determinations 
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to address these types of transactions. If so, each blanket sole source determination should be 

dated as to its effective dates and as to its approval date. 

In another instance the Department prepared a sole source determination for signature 

that had an incorrect date recorded. This occurred on contract 94-0447-2-0553 for training 

and support services in the amount of $725,348. This contract actually represented 

amendment two of a continuing contract. The sole source determination was dated August 1, 

1993 when the contract period was for August 1, 1994 through July 31, 1995. 

Finally, on amendment two of contract 95-0326-2-0664 for the children's law resource 

and training center in the amount of $142,617, the Department failed to prepare and report the 

procurement as a sole source. 

We believe the Department should place more emphasis on the preparation and 

authorization of sole source procurements. 

C. Reporting Errors 

We noted fourteen transactions that were incorrectly reported on the Department's 

quarterly reports to the Office of General Services. 

Item 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

PO/Contract 

09221 

11572 

8244 

94-0407-1-0545 

9222 

9225 

8009 

8191 

8186 

95-0238-0-0564 

12443 

Description 

Commodity deliveries 

Security services 

Bus tickets 

Training services 

Equipment maintenance 

Equipment maintenance 

Telephone system 

Maintenance agreement 

Maintenance agreement 

Adult education service 

Software support 

II 

Amount Reported Correct Amount 

$ 1,800 $ 18,000 

8.50/hr 8,840 

1,600 2,250 

118,000 140,000 

17,338 208,056 

11,079 132,948 

510 6,120 

0 2,610 

0 3,861 

0 72,466 

0 33,327 



Item PO/Contract Description Amount Reported Correct Amount 

12 7965 Office software $69,106 $0 

13 9400 Software license renewal 3,000 0 

14 9699 Software license renewal 1,000 0 

Item one was an emergency procurement for $18,000 that was reported as $1,800. For 

items two through seven the Department failed to report the correct amounts of the sole source 

procurements. Items eight through eleven were sole source procurements that were not 

reported. Items twelve through fourteen were exempt procurements and should not have been 

reported as sole source procurements. 

We recommend the Department file amended reports correcting these transactions on the 

quarterly reports. More care should be taken to ensure the accuracy of sole source and 

emergency reporting. 

II. Office of Information Resource Management Approval Not Obtained 

During our testing of sole source procurements, we noted three procurements of 

telecommunications equipment that were not approved by the Office of Information Resource 

Management of the Budget and Control Board. 

Purchase Order 

8281 

12021 

8009 

Amount 

$3,540 

3,540 

6,120 

South Carolina Code of Laws Section 1-11-430 requires that all purchases of 

telecommunications equipment and services for State government use be secured through the 

Budget and Control Board (Board). The Office of Information Resource Management (OIR) 

was designated by the Board as the office responsible for securing telecommunications 

equipment and services. Our review produced no such approval or coordination with OIR. 

As a result, each procurement is unauthorized. Further, with OIR's authorization 

telecommunications procurements are exempt from the Code. 
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We recommend all future procurements of telecommunications equipment or services be 

coordinated through OIR of the Board. Ratification from the Information Technology 

Management Officer in accordance to Regulation 19-445.2015 must be requested. 

III. Purchases Without Evidence of Competition 

Our samples revealed five transactions that lacked any of evidence of competition, sole 

source or emergency determination. Of these five procurements, three were also 

unauthorized. 

Item 

2 

3 

4 

5 

PONoucher 

v 12896 

v 519331 

v 513409 

v 7372 

14338 

Description Amount 

Construction services $85,852 

Panels & batteries for fire system 3,924 

Furniture 10,184 

Bank charges 3,525 

Conference facilities 1,733 

On items one through three, the procurements were made by individuals without 

procurement authority resulting in them being unauthorized. Additionally, none were 

supported by evidence of solicitations of competition, sole source or emergency procurement 

determinations. Item four was for bank verification charges. A sole source may have been the 

most appropriate method of procuring this service but was not done. On item five for 

conference facilities, the Department's internal procedures manual requires that a minimum of 

two hotels/ motels be contacted and a written determination of the site selection be made by 

the Department on the Justification for Conference Site Selection Form. This was not done. 

We recommend the Department solicit competition or prepare sole source or emergency 

procurement determinations when appropriate. Procurements that are found by the 

Department to be unauthorized should be addressed in accordance to the Code. Ratification in 

accordance to Regulation 19-445.2015 must be requested on items one through three. The 

ratification request for item one will have to be sent to the Materials Management Officer 

since it exceeded the Department's construction procurement authority of $5,000. The 
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ratification requests for items two and three must be submitted to the Director since each is 

less than the Department's procurement authority of $25,000 for goods and services. 

IV. Direct Purchase Payments 

Regulation 1306 of the Department's internal procurement procedures manual outlines 

procedures pertaining to Direct Purchase Payments whereby the Procurement Office is 

bypassed. The regulation states in part, "County Directors may make direct purchases up to 

$150 including SC Sales tax and shipping .. . " The following direct payments exceeded the 

$150 limit. 

Item Voucher Description Amount 

5863 Software $31,862 

2 5345 Subscription 3,969 

Direct purchases are used as a simplified method of filling anticipated needs for small 

quantities of supplies with qualified sources of supply. Payments that exceed the authorized 

limit of $150 are in violation of the internal policy. Regulation 19-445.2015 defines an 

unauthorized procurement as an act obligating the State in a contract by any person without 

the requisite authority to do so by appointment or delegation. The Department must request 

ratification for item one from the Materials Management Officer in accordance with 

Regulation 19-445.2015 since the amount exceeded its procurement authority of $25,000. 

Ratification on item two should be requested from the Director in accordance with Regulation 

19-445.2015 because the value was less than the Department's procurement authority of 

$25,000. 
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CERTIFICATION RECOMMENDATIONS 

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

described in this report, we believe, will in all material respects place the South Carolina 

Department of Social Services in compliance with the South Carolina Consolidated 

Procurement Code. 

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

this corrective action, we will recommend the South Carolina Department of Social Services 

be recertified to make direct agency procurements for two years up to the limits as follows. 

Category Recommendation 

Service Provider Contracts funded from Social $2,000,000 per contract per year, with 
Services Block Grant and Child Welfare Service option to extend four additional years 
Provider contracts funded from Federal Title IV -
Service Provider being a provider of services 
directly to a client 

Goods and Services 

Information Technology in accordance with the 
approved Information Technology Plan 

Consultants Services 

*$50,000 per commitment 

*$50,000 per commitment 

*$50,000 per commitment 

*This means the total potential purchase commitment to the State whether single year or multi 

term contracts are used. 
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------------

Mr. Larry Sorrell, Manager 
Audit and Certification 
Office of General Services 
120 1 Main Street, Suite 600 
Columbia, South Carolina 29201 

Dear Mr. Sorrell : 

April 24, 1997 

After careful review of the draft procurement audit report of the Department of Social Services 
for the period of October 1, 1993 - September 30, 1996, we are in general agreement with the 
findings . Corrective action based on the recommendations included in these findings will soon be 
completed. 

Enclosed you will find six (6) ratifications by the State Director and two (2) requests for 
ratification by the Office of General Services, as required by the Procurement Code. Also 
enclosed are the amended sole source reports. 

With your assistance, we will continue to strive for full compliance with the South Carolina 
Consolidated Procurement Code. Please accept our thanks for the cooperation and assistance 
given by you and your staff to our Procurement Office. 

Sincerely, 

Th~u~ 
Martha Watts, Director 
Departmental Services 
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STATE OF SOUTH CAROLINA 

~tate 1lllu~get an~ <!Tontrol 1llluar~ 
OFFICE OF GENERAL SERVICES 

DAVID M. BEASLEY, CHAIRMAN 
OOVE!RNOR 

RICHARD A. ECXS1ltoM 
STATE TREASURER 

EARLE E. MORRIS, IR. 
COMPTROLlER GENERAL 

Mr. R. Voight Shealy 
Materials Management Officer 
Materials Management Office 
1201 Main Street, Suite 600 
Columbia, South Carolina 2920 I 

Dear Voight: 

1201 MAIN STREET, SUITE 42D 
COLUMBIA, SOUTH CAROLINA 29201 

(803) 737-38110 
(1103) 737.{).592 Fu 

HELEN T. ZE!IOLE!R 
DIRECTOR 

April 28, 1997 

JOHN DRUMMOND 
CHAIRMAN, SENATE FINANCE! COMMITil!E! 

HENRY E. BROWN, JR. 
CHAIRMAN, WAYS AND MEANS COMMITil!E! 

LUTHER P. CARTER 
EXECU11VE! DIRE!CTOR 

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

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

Sincerely, 

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

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