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IM HODGi. CHAIRMAN 

GOVERNOR 

STATE OF SOUTH CAROLINA 

State ~lldget ar~d Dor~trd ~oard 
OFFICE OF GENERAL SERVICES 

iRADY L. PATIERSON. JR. 
STATE TREASURER 

AMES A. LANDER 
COMPTROLLER GENERAL 

Mr. George N. Dorn, Jr. , Director 
Office of General Services 
1201 Main Street, Suite 420 
Columbia, South Carolina 29201 

Dear George: 

GEORGE N. DORN. JR. 
DIRECTOR 

MATERIALS MANAGEMENT OFFICE 
120 1 MAIN STREET. SU ITE 600 

COLUMB IA. SOUTH CAROLINA 29201 
CRO.l) 7.17-0600 

l'ax (803) 7.17-06.19 

R. VOIGHT SHEALY 
MATERIALS MANAG EMENT OFFICER 

July 19, 2001 

HUG H K. LEATHERMAN. SR. 
CHAIRMAN. SENATE FINANCE COMMilTEE 

ROBERT W. HARRELL. JR. 
CHAIRM AN. WAYS AND MEANS COMMilTEE 

RICK KELLY 
EXECUTIVE DIRECTOR 

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 three-year certification as noted in the audit report. 

~:ek~~o& 
R. VoiJt:ealy r 
Materials Management Officer 

S. C. STATE L R .f{) 
AUG 2 7 2001 
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Dear Voight: 
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State ~udget and []ontro~ ~oard 
OFFICE OF GENERAL SERVICES 

GEORGE N. DORN, JR. 
DIRECTOR 

MATERIALS MANAGH1Et-;T OFFICE 
1201 MAIN STREET. SUITE 600 

COLUMBIA. SO UTH CARO LINA 2~10 1 

(~0.1) 7.17-0(,()0 
Fa, (803) 7.17-0639 

R. VOIGHT SHEALY 
MATERIALS MANAGEMENT OFFICER 

June 15, 2001 

HUGH K. LEATHERMAN. SR. 
CHAIRMAN. SENATE FINANCE COMMmEE 

ROBERT W. HARRELL. JR. 
CHAIRMAN. WAYS AND MEANS COMMITTEE 

FRANK FUSCO 
EXECUTIVE DIRECTOR 

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

Television Commission for the period April 1, 1999 through March 31, 2001. 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, State regulations and the Commission's 

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 Educational Television Commission 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 Educational Television Commission in compliance with the 

Consolidated Procurement Code and ensuing regulations. 
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Sincerely, 

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



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 6, 

200 I through 25, 200 I, 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 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) to provide safeguards for the maintenance of a procurement system of 
quality and integrity with clearly defined rules for ethical behavior on the 
part of all persons engaged in the public procurement process 
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BACKGROUND 

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

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

On November 9, 1999, the Budget and Control Board granted the Commission the following 

procurement certifications: 

PROCURMENT AREAS CERTIFICATION LIMITS 

Goods and Services $25,000 per commitment 

Consultant Services $25,000 per commitment 

Information Technology $25,000 per commitment 

Construction Contract Award $25,000 per commitment 

Construction Contract Change Order $25,000 per change order 

Architect/Engineer Contract Amendment $ 5,000 per amendment 

Our audit was performed primarily to determine if recertification is warranted. 
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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 Educational Television Commission 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 July 1, 1999 through March 31, 2001, 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: 

(I) All sole source, emergency and trade-in sale procurements for the period April 1, 
1999 through March 31, 200 l 

(2) Procurement transactions for the audit period as follows: 
a) Fifty-nine procurement transactions exceeding $1,500 each 
b) A block sample of five hundred sequential vouchers 
c) Additional sample of ten written solicitations 

(3) One professional service contract and one major construction contract and one 
professional services contract reviewed for compliance with the Manual for 
Planning and Execution of State Permanent Improvements 

(4) Minority Business Enterprise Plans and reports 

(5) Approved of the most recent Information Technology Plan 

(6) Internal procurement procedures manual 

(7) Procurement file documentation and evidence of competition 

(8) Surplus property procedures 
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SUMMARY OF AUDIT FINDINGS 

Our audit of the procurement system of the South Carolina Educational Television Commission, 

hereinafter referred to as the Commission , produced the following findings and recommendations . 

I. Procurement Code Exceptions 

A. Unauthorized Procurements 

Two trade-in sale procurements were not supported by proper approvals. 

A procurement for a lighting system rental was unauthorized. 

B. Artificially Divided Procurement 

Two purchase orders supported by the same three quotes were 

artificially divided and had inadequate competition solicited. 

C. Award/ Purchase Order Errors 

The Commission failed to consider bid preferences and had 

incorrect prices recorded on one solicitation. 

D. Request for Quotation Clause 

The Commission includes a clause in its request for quotation 

document that informs vendors it will add five percent to 

their quotes if they are competing against state agencies. 

II. Sole Source Procurement 

One procurement made as a sole source was inappropriate. 

6 

PAGE 

7 

7 

8 

8 

9 



RESULTS OF EXAMINATION 

I. Procurement Code Exceptions 

A. Unauthorized Procurements 

Two trade-in sale procurements were not supported by proper approvals thereby causing each to 

be unauthorized . 

Description 

2395 Computer ware 

2655-01 Router 

Regulation 19-445.2!50(G) states: 

Trade-in Amount 

$6,015 

1.138 

Original Cost 
of Item Traded 

$55,823 

55,483 

Net Cost 
of New Item 

$11,898 

32.314 

Governmental bodies may trade-in 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 designee 
of either, for disposition. 

Since the Commission failed to obtain approval for the trade-in sales above, each was 

unauthorized. 

We recommend the Commission adhere to the trade-in approval procedures as required in 

Regulation 19-445.2150(G). Ratification must be requested from the Surplus Management Property 

Officer in accordance to Regulation 19-445.2150(1). 

A procurement for a lighting system rental on purchase order 3155 for $1,500 was unauthorized 

because the rental occurred before the transaction was approved. The lighting system was used on 

May 18-19,2000, but was not approved until June I , 2000. 

We recommend commitments not be made until proper authorizations have been granted. 

Ratification in accordance with Regulation I 9-445.20 I 5 must be requested. 

B. Artificially Divided Procurement 

Two purchase orders supported by the same three quotes were artificially divided. Inadequate 

competition was solicited based on the total procurement of $13,180. 

Description 

2931 Batteries 

2932 Battery chargers 
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Amount 

$ 6,480 

6,700 



-------------------------- ---

Section 11-35-1550( 1) of the Code requires that procurement requirements not be artificially 

divided. Section 11-35-1550(2) defines the methodology for procurements from $10,000 to $25.000 as 

the written solicitation of written quotes and advertisement in the South Carolina Business 

Opportunities. 

We recommend the Commission not artificially divide procurements and solicit the appropriate 

level of competition. 

C. Award/ Purchase Order Errors 

On request for quotation ETVO 1-0 I that resulted in multiple awards, the Commission failed to 

consider bid preferences resulting in incorrect awards being made. 

PO Description Award Amount Correct Award Amount 

I 0116 VHS recorders $2,852 $2,960 

10116 Tripods 538 544 

The preferences established in Section 11-35-1524 of the Code allow South Carolina bidders an 

advantage over bidders from other states. The preferences also allow an advantage to South Carolina 

End Products over other states products and to United States End Products over foreign products. 

We recommend the Commission apply preferences claimed by bidders in determining awards. 

Two purchase orders had incorrect prices recorded. 

PO 

10116 

10224 

Description 

VHS recorders 

Audio visual mixer 

Incorrect Price 

$2,852 

3,890 

Correct Price 

$2,856 

3,872 

Purchase order I 0116 had the price of $2,852 whereas the quote price from the vendor was 

$2,856. Purchase order I 0224 had the price of $3,890 whereas the quote price from the vendor was 

$3,872. 

The Commission must exe rcise more care in recording prices on purchase orders. 

D. Request for Quotation Clause 

The Commission includes a clause in its request for quotation document that informs vendors it 

will add five percent to the ir quotes if they are competing against state agenc ies. The crite rion fo r the 

clause is Regulation 117-174.95 which states, 
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An agency of the State of South Carolina is not deemed to be engaged in the business of 
selling tangible personal property at retail when transferring tangible personal property 
to another agency of the State or to a county or to a municipality if the consideration for 
the transfer only reimburses the transferring agency for its cost and expenses in 
conveying the property; provided the transferring agency has paid tax on the initial 
purchase of the tangible personal property. 
Where, however, a State agency sells tangible personal property to persons other than 
another State agency, county, or municipality for use or consumption, such sales shall 
be considered retail sales subject to the tax. The agency making the sale is required to 
be licensed as a retailer under the terms and provisions of the sales and use tax act. 

Since sales tax is not a criterion in determining awards, we see no basis for adding five percent to 

vendors' bids when competing against state agencies. 

We recommend the Commission delete the clause from its request for quotation document. 

II. Sole Source Procurement 

One procurement made as a sole source was inappropriate. On purchase order 11776, the 

Commission procured computer training tables for $4,465. The sole source justification stated that the 

company was the only place the Commission could buy these tables but failed to state why no other 

tables would be acceptable to meet the need. Section 11-35-1560 of the Code limits sole source 

procurements to unique items available from a single source. 

We recommend the Commission solicit competition for these tables in the future. 
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CERTIFICATION RECOMMENDATIONS 

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

in this report, will in all material respects place the South Carolina Educational Television Commission 

in compliance with the Consolidated Procurement Code and ensuing regulations. 

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

corrective action, we will recommend the South Carolina Educational Television Commission be 

recertified to make direct agency procurements for three years up to the limits as follows: 

PROCUREMENT AREAS RECOMMENDED CERTIFICATION LIMITS 

Goods and Services *$25,000 per commitment 

Information Technology *$25,000 per commitment 

Consultant Services *$25,000 per commitment 

Construction Contract Award $25,000 per commitment 

Construction Contract Change Order $25,000 per change order 

Architect/Engineer Contract Amendment $ 5,000 per change order 

*The total potential purchase commitment whether single year or multi-term contracts are used. 
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Robert J. Aycock, IV 
Audit Manager 

~G"S~ 
Larry G. Sorrell. Manager 
Audit and Certification 



1101 George Rogers Boulevard 
Post Office Box 11 000 
Columbia, South Carolina 29211 

Mr. Larry G. Sorrell 
Audit and Certification 
Office of General Services 
1201 Main Street, Suite 600 
Columbia, SC 2920 l 

Dear Mr. Sorrell: 

I have reviewed the draft procurement audit report for the SC Educational Television 
Commission for the period of April 1, 1999- March 31, 2000. I concur with the content of the 
report and its recommendations. The Department of Accounting and Procurement has taken 
action to implement all of the recommendations for improvements noted in the report. 

I appreciate the professional manner in which you and Mr. Jimmy Aycock conducted the 
audit for SC ETV. 

LBL:ch 

Sincerely, 

&.c(\JL,~ 
Brad Livingston 
Director of Accounting 

and Procurement 

cc: David Crouch, Vice President of Administration 

Television That Teaches and Inspires 
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JIM HODGES. CHAIRMAN 
GOVERNOR 

GRADY L. PATIERSON. JR. 
STATE TREASURER 

JAMES A. LANDER 
COMPTROLLER GENERAL 

Mr. R. Voight Shealy 
Materials Management Officer 
Materials Management Office 
1201 Main Street, Suite 600 
Columbia, South Carolina 29201 

Dear Voight: 

STATE OF SOUTH CAROLINA 

State ~udget and IJontro~ ~oard 
OFFICE OF GENERAL SERVICES 

GEORGE N. DORN. JR. 
DIRECTOR 

MATERIALS MANAGEMENT OFfiCE 
120 1 MAIN ST REET. SU ITE 600 

COLU~HllA. SOUTH CAROLINA 29201 
iXOlJ7no600 

Fax (X03) 737-0639 

R. VOIGHT SHEALY 
~lATER IALS MANAGEMENT OFFICER 

July 20, 2001 

HUGH K. LEATHERMAN. SR. 
CHAIRMAN. SENATE FINANCE COMMmEE 

ROBERT W . HARRELL. JR. 
CHAIRMAN. WAYS AND MEANS COMMmEE 

RICK KELLY 
EXECUTIVE DIRECTOR 

We have reviewed the response from the South Carolina Educational Television Commission to our 
audit report for the period of April 1, 1999 - March 31, 2000. Also we have followed the 
Commission's corrective action during and subsequent to our fieldwork. 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 Educational 
Television Commission, the certification limits noted in our report for a period of three years. 

Sincerely, 

~G"S~ 
Larry G. Sorrell, Manager 
Audit and Certification 

LGS/jl 
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