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Ms. Helen T. Zeigler, Director 
Office of General Services 
120 I Main Street, Suite 420 
Columbia, South Carolina 2920 I 

Dear Helen : 

MATBJUALS MANAGBMENT OFFICB 
1201 MAJN STREBT, SUITB 600 

COLUMBIA, SOlJ"rn CAROLINA 292D1 
(803) 737-0600 

Fax (803) 737-0639 

VOIGHT SHBAL Y 
ASSIST ANT DIRBCTOR 

October 21, 1997 

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

Sincerely, ~ 

\J t~~~j; R.~4~~healy 
Materials Manaaeme Officer t:> 
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Mr. R. Voight Shealy 
Materials Management Officer 
Office of General Services 
120 I Main Street, Suite 600 
Columbia, South Carolina 29201 

Dear Voight: 

MATI!RIALS MANAOI!MBNT OFFICE 
1201 MAIN STREBT, SUITE 600 

COLUMBIA, SOlTill CAROUNA 29201 
(803) 737..()600 

Fax (803) 737-0639 

VOIGHT SHBAL Y 
ASSISTANT DIRECTOR 

July 22, 1997 

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

Television Commission for the period July I, 1994 through March 31 , 1997. 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 as well as Commission procurement 

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

auditing procedure? necessary for developing an opinion on the adequacy. efficiency and effectiveness 

of the procurement system. 

The administration of the South Carolina Educational Television Commission is responsible for 

establishing and maintaining a syste m of internal co ntrol ove r proc urement tran sacti ons. In lulfilli ng 

thi s res ponsibilit y. es timates and judgments by management arc requ ired to assess the c\pectLd 

be nefit s and related cos ts of co ntrol procedures . The obj ect i\'es of a sys tem are to prov ide 111anagc ment 

with reasonable. but not abso lute. assurance of the integ rity of the proc urement process. that afkc ted 



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 m all material 

respects place the South Carolina Educational Television Commission in compliance with the 

Consolidated Procurement Code and ensuing regulations . 

Sincerely, 

\.;\N~ " . 
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 Educational Television Commission. Our on-site review was conducted April 3, 1997 

through May 5, 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, 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 Commission in promoting the underlying 

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

(I) 

(2) 

(3) 

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

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 



BACKGROUND 

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

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

On November 3, 1994 the Budget and Control Board granted the Commission the following 

procurement certifications: 
Category 

Goods and Services 

Consultant Services 

Information Technology in accordance with 
the approved Information Technology Plan 

Construction Services 

$25,000 per commitment 

$25,000 per commitment 

$25 ,000 per commitment 

$25,000 per commitment 
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Our audit was performed primarily to determine if recertification is warranted. The Commission I 
did not request an increase in the current certification limits. 

-l 

I 
I 
I 
I 
I 
I 
I 



I 
I 

SCOPE 

I We conducted our examination in accordance with Generally Accepted Auditing Standards as they 

I apply to compliance audits. Our examination encompassed a detailed analysis of the internal 

procurement operating procedures of the South Carolina Educational Television Commission and its 

I 
I 
I 

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 a systematic sample for the period July I, 1994 through February 28 , 1997, 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 

I not limited to, a review of the following: 
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(I) 

(2) 

(3) 

(4) 

All sole source, emergency and trade-in sale procurements for the period July I, 
1994 through December 31 , 1996 

Procurement transactions for the period July I , 1994 through February 28 , 1997 
as follow s: 
a) One hundred thirty seven payments each exceeding $1 ,500 
b) A block sample of five hundred vouchers 

Minority Business Enterprise Plans and reports for the audit period 

Information technology plans for fi scal year 1994 and the plan for 7 I I /95 -
6/30/98 

(5) Internal procurement procedures manual 

(6) Surplus property procedures 



SUMMARY OF AUDIT FINDINGS 

Our audit of the procurement system of the South Carolina_ Educational Televis ion Commission , 

hereinafter referred to as the Commission, produced findings and recommendations as follows : 

I. Artificially Divided Procurements 

We noted in our sample three separate instances where the Commission 

artificially divided procurements thereby circumventing the Code 

requirements. 

II. Invalid Term Contract Reference 

One voucher had an invalid term contract reference supporting the purchase. 

On another procurement with a different vendor, an invalid term contract 

reference was used supporting the purchase of VCRs . 

III. Payments Made Without Authorization 

A. Blanket Purchase Agreements (BPAs) 

Ten out of fifteen blanket purchase agreements we tested had invoices that 

exceeded the established limits per call, yet payments were made. 

B. Freight Paid Without Authorization 

Three payments of freight charges amounting to $1 ,582 were made even 

though the purchase orders showed freight was not owed. 

C. Damage Waiver Charge Paid Without Authorization 

A damage waiver for $384 was paid even though it was not authorized on the 

purchase order or included in the solicitation . 

IV . Procurements Without Competition 

Two procurements were not supported by solicitations of competiti on. 
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Y. Sole Source, Emergency and Trade In Sale Procurements 

A. Trade In Sale Not Approved or Reported 

Equipment with an original acquisition cost of $57 I ,500 was traded. The 

trade was not approved or reported to the Materials Management Office. 

B. Reporting 

The Commission has been reporting the expenditures of sole source and emergency 

procurements as opposed to the contract values as required by the Code. 
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RESULTS OF EXAMINATION 

I. Artificially Divided Procurements 

We identified $43,819 that the Commission split into seven purchase orders spread over a month 

that should have been combined into one solicitation. The quotes used to support the first purchase 

order listed below included a schedule of items that were bought on the remaining purchase orders 

listed. Since the Commission knew in mid October the items it needed, one solicitation should have 

been done combining all of these related items into one solicitation. As the procurements were done by 

the Commission, each purchase order listed was supported by different solicitations. 

PO PO Date Description Voucher Amount 

971250 I 0/15/96 4" X 8" SCH 40 post w/2 fins 702307 $9,840 

971280 I 0/16/96 Junction boxes 704327 3,875 

971528 11/07/96 RG6 Plenum cable 702941 9,300 

971529 11/07/96 RG6 Belden cable 703036 9,900 

971647 11119/96 F adapters, multiplexers 704029 3,616 

971651 11119/96 F Conn, wirehiders, outlet boxes 704390 3,108 

971652 11119/96 Audio cables 703290 1,095 

971652 11/19/96 Audio cables 704547 1,990 

971652 I 1119/96 Audio cables 704765 1.095 

Total $43.819 

Two other instances of artificially divided procurements were noted. 

PO Description Voucher Amount 

963142 Video cable 606693 $9,780 

963246 Audio cable 607065 3,960 

953374 Spectrum analyzer 508348 8.879 

953796 Frequency counter 508349 -+.000 

For voucher 606693, the procurement is supported by three solicitati ons of written quotes for both 

the audio and video cables . Because the lowest quote exceeded the $10.000 procurement thre-.ho ld 
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which would have required the Commission to make solicitations of five written quotes and advertise 

the solicitation in the South Carolina Business Opportunities (SCBO), only one item was bought on 

purchase order 963142. Subsequently, eleven days later, purchase order 963246 was issued to procure 

the other item. This purchase order is supported by three telephone quotations from the same vendors 

that offered written quotes on voucher 606693 and at the same prices. Since the Commission knew 

what was needed at the time the first solicitation was done, a request for quotation should have been 

issued to at lease five vendors and advertised in SCBO as required by Section II-35-1550(2)(d) of the 

Code. 

Voucher 508348 was issued to pay for items ordered on purchase order 953374. This purchase 

order had item I, a frequency counter, scratched through and the amounts for extended warranty and 

freight adjusted for that item. The purchase order dated April 21, 1995, supported by three solicitations 

of written quotes, was originally issued in the amount of $12,879. Additionally, one of the written 

quotes supporting purchase order 953374 was dated May 23, 1995, approximately one month after the 

purchase order was prepared. Because the total procurement exceeded the $10,000 threshold where 

five written solicitations of written quotes plus advertisement in SCBO were required, the Commission 

reduced the purchase order to $8,879. Subsequently, purchase order 953796 was issued on May 29, 

1995 and listed only those items scratched off of purchase order 953374. Both purchase orders above 

were supported by the same three written quotes. 

Additionally, the low quote used to support purchase order 953796 was issued on April 17, 1995 

and was valid for thirty days according to the vendor. The purchase order was issued on May 29, 1995 

after the thirty days had expired. 

Section JJ-35-1550 of the Code states in part, " . . . procurement requirements shall not be 

artificially divided by governmental bodies . ... " We recommend the Commission adhere to this 

requirement and solicit the appropriate levels of competition. 

COMMISSION RESPOJ'\SE 
The ex treme ly sho rt time fram e to occupy our new building resulted in this problem . The responsi ble 
indi viduals have been counseled concerning these actions and a memo has been sent to all staff to 

correct this problems in the future. 

l) 



II. Invalid Term Contract References 

On one voucher tested in our sample the Commission made an invalid term contract reference to 

support the procurement action . The vendor was not the term contractor and had not been since 

November 1994. 

Voucher 

702774 

Description 

VHS Tapes 

PO 

971584 

Amount 

$2,750 

Date 

11/20/96 

The Commission continued to buy its VHS tapes from this vendor even after the vendor was no 

longer under contract. The VHS tapes were available from other vendors under term contract which is 

where the Commission should have been buying these tapes. As it was done, no competition was 

solicited and the Commission was in violation of Section 11-35-310(33) which makes term contracts 

mandatory. 

On the following voucher issued to a different vendor, the Commission referenced a term contract 

to support the purchase of televisions and VCRs. The vendor had the contract for televisions but not 

the VCRs. 

Voucher Description PO Amount 

SO 1248 TV NCR with accessories 950573 $1 ,914 

Another vendor had the contract for VCRs. As stated above, Section 11-35-31 0(33) makes term 

contracts mandatory . The Commission should have bought the VCRs from the contract vendor. 

Secondly, the Commission did not receive the VCRs that were ordered and no change order was 

issued authorizing a different model , yet payment was made. Spec ifically , a VCR model number 

VRM4120 was ordered and model number VRM2120 was substituted . A cost reduction was realized 

on the substitution, but a change order should have been issued before the vendor was allowed to make 

the substitution . The Commiss ion may not have received the type of VCR it wanted. Accounts 

Payabl e should not have processed the invoices for payment without proper authorizati on. 

We recommend the Commiss ion utili ze the term contracts es tab li shed by the tv1ateriah 

Management Offi ce. 

J() 
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COMMISSION RESPONSE 
This discrepancy resulted when the vendor decided to get out of the video tape marketing business. A 
requisition for the vendor's video .tape was accepted in the Accounting Department after the contract 
had expired. In another instance, the VCR contract had expired and this fact was not known by the 
requisitioner or the Accounting Department. To correct these problems, we have established 
procedures to insure that we are aware of all contract expirations. 

III. Payments Made Without Authorization 

A. Blanket Purchase Agreements (BPAs) 

Our review of Blanket Purchase Agreements (BPAs) revealed that ten of fifteen BPAs tested had 

the stipulated limits per call exceeded on the invoices. However, payments were still made. Some of 

the invoices reviewed were artificially divided to give the appearance that each complied with the BPA 

terms and conditions. Enforcement of the BPA terms and conditions must be done at Accounts Payable 

since BPA invoices by nature do not go through the Procurement Department. 

We recommend that Accounts Payable scrutinize BPAs more closely. Payments for invoices that 

exceed established limits should not be made until ratification has been made by the President of the 

Commission. 

COMMISSION RESPONSE 
Although some BPA's had their limit(s) exceeded, there was no violation of the code (all were under 
$1,500). We have raised the limits on current BPA's and cautioned the appropriate personnel to stay 
within the limit. 

B. Freight Paid Without Authorization 

Three purchase orders had freight terms of FOB destination meaning the vendor bears all freight 

costs, yet the Commission paid the freight. 

PO 

950776 

960631 

962786 

T otal 

II 

Freight Paid 

$1, Ill 

436 

35 

S 1.5 fP 



We recommend for purchase orders that are issued FOB destination, Accounts Payable should not 

pay the freight unless a change order is issued or the Procurement Officer authorizes the freight to be 

paid. 

COMMISSION RESPONSE 
We have discovered that our purchase orders automatically print FOB "Destination" whether or not 
this is really the case. Our programmer is currently correcting the problem and we will manually check 
and "X" out the word "Destination" when appropriate. 

C. Damage Waiver Charge Paid Without Authorization 

Voucher 604827 included a charge for a damage waiver of $384 that was not included on the 

purchase order nor was the waiver included in the solicitation. No authorization was made by the 

Procurement Officer for this waiver to be paid. We were told that the Commission typically includes 

damage waivers for equipment rentals to protect the Commission against theft or vandalism. The 

Commission should insure that damage waivers are included in the solicitations for such procurements. 

We recommend Accounts Payable not pay for items that are not authorized on the purchase orders 

without obtaining the approval from the Procurement Officer. 

COMMISSION RESPONSE 
The Commission does not have insurance for rental equipment and we always include a damage 
wavier. In this case the waiver was inadvertently omitted from the PO. In the future, we will insure 
that all rental purchase orders include the waiver. 

IV. Procurements Without Competition 

Two procurements were noted that were not supported by solicitations of competition. 

Voucher Description 

703734 Broadcaster's liability insurance 

704428 Training services 

PO 

971921 

971991 

Amount 

$4,557 

2,500 

On voucher 703734, the requisition indicated that the procurement was exempt from the Code . 
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We are not aware of any exemption that this item falls under. It should have been competed in I 
accordance to the Code. 

Voucher 704428 included aS 1.500 fee for training services and S 1.000 for travel expenses for rhi:-. I 
consultant. The Commission did not consider the travel costs as part of the procurement and did not I 
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solicit competition since the competition threshold begins at amounts greater than $1,500. All costs 

associated with a procurement must be considered except for sales tax. 

We recommend competition be solicited on these types of transactions in the future. All costs 

associated with consultants including travel must be considered in determining procurement 

requirements. 

COMMISSION RESPONSE 
On one purchase, the word "exempt" was inadvertently written on the requiSitiOn causing the 
Accounting Department personnel to complete it without question. From now on, all "exempts" will 
be personally reviewed by the Director of Financial Services and we have advised those responsible for 
purchasing insurance that there is no exemption for these services. In the other case, we have 
instructed the appropriate personnel that all cost, including consultant travel, must be included in 
determining procurement cost. 

V. Sole Source. Emergency and Trade In Sale Procurements 

We examined the quarterly reports of sole source and emergency procurements for the period July 

I, 1994 through December 31, 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 Code. We did have problems with the accuracy of 

the reports. 

A. Trade In Sale Not Approved or Reported 

One trade in sale was not submitted for approval to the Materials Management Office nor was it 

reported by the Commission. On purchase order 953281, the Commission traded equipment for the 

purpose of obtaining a new generation of digital encoder/decoder transmission equipment. The 

original purchase price of the traded equipment bought the previous year on purchase order 943441 

was $571,500. Regulation 19.445-2150(G) states, 

Governmental bodies may trade in personal property, whose original unit purchase 
price did not exceed $5,000, the trade in value of which must be applied to the 
purchase of new items . When the original unit purchase price exceeds $5.000. the 
governmental body shall refer the matter to the Materials Management Officer . the 
ITMO. or the des ignee of e ither. for disposition. 

The Materials Management Officer or the ITMO. or the designee of either, shall have 
the authority to determine whether the property shall be traded in and the value 
applied to the purchase of new like items or c lassified as surplus and sold in 



accordance with the provisions of Section 11-35-3820 of the Procurement Code. 
When the original purchase price exceeds $100,000, the Materials Management 
Officer or the ITMO, or the designee of either, shall make a written determination as 
to its reasonableness and report such trade-in transaction to the Board as information. 

Since the Commission took title to the original equipment, the trade in procedures were required. 

We recommend the Commission adhere to the trade in procedures and report these transactions as 

required under Section 11-35-3830(3) of the Code to the Materials Management Office. 

COMMISSION RESPONSE 
The return of the DigiCipher I was not a trade-in but a credit provided to us. The entire payment of 
$571,500 was a holding fee for the DigiCipher I and was applied against the Digicipher II. 

B. Reporting 

The Commission has a practice which has been allowed to continue by the Office of General 

Services of reporting the actual expenditures of sole source and emergency procurements instead of 

reporting the contract values. Section 11-35-2440 of the Code states: 

(I) Contents of Records. Any governmental body as defined in Section 11-35-31 0( 18) 
shall submit quarterly a record listing all contracts made under Section 11-35-1560 
(Sole Source Procurement) or Section 11-35-1570 (Emergency Procurements) to the 
chief procurement officers. The record shall contain : 

(a) each contractor's name; 
(b) the amount and type of each contract; 
(c) a listing of supplies, services or construction procured under each contract. 

The chief procurement officers shall maintain these records for five years. 

(2) Publication of Records. A copy of the record shall be submitted to the board 
on an annual basis and shall be available for public inspection. 

We believe the practice of reporting expenditures as opposed to the contract values has 

contributed to the under reporting of the following sole source procurements. 

Date Voucher Description Amount Not Reported 

04/95 508690 Prism traffic software s 16.000 

07/94 506099 Saber accounting system 6.295 

12/96 703026 Master contro l automation service 3.725 

11 /96 701908 Equipment racks and accessories 1.825 

05/95 507446 Scheduling software s 1.250 

1-+ 
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Additionally, vouchers 703026 and 701908 each had two separate procurements associated with 

them and -the Commission only reflected the vouchers on the report thus understating the number of 

sole source transactions by two. 

We recommend the Commission adhere to Section 11-35-2440 of the Code by reporting the 

contract values and the number of sole source and emergency procurements. Amended reports will 

have to be filed adding the amounts and number of sole source transactions identified above. 

COMMISSION RESPONSE 
The controlling document at the Commission for obtaining contractual information is the disbursement 
voucher. We have been remiss in identifying changes (increases in contracts amounts) which are 
represented by a separate voucher. We have instituted a procedure whereby add-ons now require a new 
sole source/emergency document and purchase order. This will enable us to capture all contract values. 

l:'i 



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 Educational Television 

Commission in compliance with the Consolidated Procurement Code and ensuing Regulations. 

I 
I 
I 
I 

Under the authority described in Section 11-35-1210 of the Procurement Code, subject to thi s I 
corrective action, we will recommend the South Carolina Educational Television Commission be 

recertified to make direct agency procurements for two years up to the current limits as listed below. I 
PROCUREMENT AREAS 

Goods and Services 

Consultant Services 

Information Technology in accordance with 
the approved Information Technology Plan 

Construction Services 

RECOMMENDED CERTIFICATION LIMITS 

*$25,000 per commitment 

*$25,000 per commitment 

*$25,000 per commitment 

*$25,000 per commitment 

*This means the total potential purchase commitment to the State whether single year or multi-term 
contracts are used. 

I(J 

Robert J. Aycock, IV 
Audit Manager 
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STATE OF SOUTH CAROLINA 

~ate 1!ilu!kget nn!k <!Tnntrol 1!ilnnro 
OFFICE OF GENERAL SERVICES 

I 
DAVID M. BI!ASLBY, CHAIRMAN 

OOVBRNOR 

RICHARD A. BCICS"IROM 
STATB"IRI!ASURBR 

JOHN DRUMMOND 
CHADlMAN, SBNATB FINANCB COMMITil!B 

HEN'RY B. BROWN, JR. 
CHADlMAN, WAYS AND MBANS COMMITil!B 

I 
BARLB B. MORRIS, JR. 

COMPTROUBR OBNBR.AL HBUlN T. ZBIOLER 
DlltECTOR 

LuntER P. CARTER 
EXECl111VB DlltECTOR 
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Mr. R. Voight Shealy 
Materials Management Officer 
Materials Management Office 
120 I Main Street, Suite 600 
Columbia, South Carolina 2920 I 

Dear Voight : 

MA TBRIALS MANAOBMI!NT OFPICB 
1201 MAIN STIU!BT, SUITB 600 

COLUMBIA, SOunt CAROLINA 292.01 
(803) 737.()6()0 

Pu (803) 737~39 

VOIGHT SHBAL Y 
ASSISTANT DlltECTOR 

October 21, 1997 

We have reviewed the response from the South Carolina Educational Television Commission to 
our audit report for the period of July I, 1994 - March 31, 1997. Also we have followed the 
Commission's corrective action during and subsequent to our field work. We are satisfied that 
the Commission 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 Education al 
Te levision Commission the certification limits noted in our report for period of two years . 

Sincerely, 

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

LGS/tl 
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