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After careful review and evaluation of the audit report of

Clemson University covering the period December 1,
February 29, 1984, I conclude that the intermnal controls over the
procurement system are adequate. The University is in compliance

1981 =

with the South Carolina Procurement Code and the ensuing

regulations.

I, therefore, recommend that the current certification limits for
Clemson University, as outlined in the audit report,

for a period of three (3) years.

be extended
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We have examined the procurement pclicies and procedures of

Clemson University for the period December 1, 1981 - February 29,
1984. As a part o¢f our examination, we made a study and

evaluation of the system of internal controcl cover procurerent
transactions tc the extent we considered necessary.

The purpose of such evaluatiocon was to establish a basis for
reliance upon the system cf interrnal contrcl to assure adherence
to the Ccrisclidated Procurement Cccde and State and university
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procurement pclicy. Additionally, the evaluation was use
determining the nature, timing and extent of other auditing
procedures that were necessary fcr developing an opinicn cn  the
adequacy, efficiency and effectiveness of the procurement system.

The administreticn of Clemson University is responsible for
establishing ard maintaining a system of internal contrcl cver
Frocurement transactiocns. In fulfilling this responsibility,

estimates and judgements by management are required to assess the



expected benefits and related costs of control prccedures. The
objectives c¢f & system are tc provide manacgement with reascnable,
but neot abscolute, assurance of the integrity of the procurement
process, that affected ascsets are safeguarded against 1less from
unauthcrized wuse c¢r dispeesiticn, and that transacticns are
executed in accordance with management's authorization arnd are
recorced properly.

Eecause of inherent limitations in any system of interral
cecntreol; errors or irregularities may cccur and not ke detected.
Also, _projection of a&any evaluation of the system tc future
periods is subject to the risk that prccecdures may become
inadequate because co¢f changes in conditions, cr that the degree
of compliance with the procedures may detericrate.

Cur study and evaluatiorn cf the system of internal contrcl
cver proccurement transacticns as well as our cverall examinaticn
cf procurement pelicies and procedures were ccr.ducted with due
professicnal care. They would nct, however, Lecause cf the
rature of audit testing, necessarily disclose all weaknesses in
the system.

The examination did, however, disclcse conditions enumerated
in this report which we believe to be subject tc correction or
imprcvement.

Corrective acticn Lased on the recomnmendations described in
these findings will in all material respects place Clemscn
University in compliance with the Scuth Carolina Cornsclidated
Prccurement Code and ensuing regulaticns.

Richard W. Kelly
Cirector of Agency Services



RESULTS OF EXAMINATION

The Audit and Certificaticon Secticn performed ar examination
cf the internal procurement cperating procedures anc pclicies ard
related manual of Clemscn University for the pericd December 1,
1981 - February 29, 1983.

Cur on-site review was conducted March 12, 1984 thrcugh April

20, 1984, ard was made under the authority as descriked in

(U]

Section 11-35-1230(1) of the South Carclina Ccrnesclidated
Procurement Ccde. The Audit was primarily instituted because the
two year certification granted the University by the Budget and
Centrel Board was tc expire on June 16, 1984,

Since cur previous audit in 1981, Clemson University has
mailntained what we consider to be a professicnal, efficient

procurement system. We did note however, the belcow listed itemns

which should ke addressed by management.

L. Sole Scurce and Emergency Repcrting

We examined &all quarterly reports cf sole source and
emergency prccurements and trade-in sales and supporting
dccuments frem the point of our previcus audit to March 15, 1984,
for the purpose of determining the appropriateness of the
procurement actions taken and the accuracy of the reports
submitted to the Division of General Services, as reduirec by
Section 11-35-2440 of the Consolidated Frccurement Cocde. We

found the majority of these transacticns to be proper and

accurately reported, but we dicd rote; (1) A sole scurce for



accounting services to assist in preparation of indirect cost
rates ané ccmputer center charges that is questicnable as a
single source; (2) An emergency precurement of two food waste
disposal wunits when it appeared only cre unit was necessary to

cover the emergency; and, (3) Twc reporting inaccuracies.

AGENCY RESPONEE

The Procurement Division of Clemson University tekes every
precaution not tc abuse or misuse the scle scurce and emergency
purchasing sections of the Code.

1: The Sole Source Justification referenced involving
acccunting services was, in our opinion, & scle source. This
firm had performed acccunting services for Clemson University ir
the 1960's and had complete reccrcds cn Clemson. We did nct kncw
another company that performed this service. Further, this
transaction was approved by the Budget and Control Board on July
14, 1981.

2. The procurement cf twe food waste dispcsal units was
conisidered an emergency kecause of the potential health hazard in
not having operable units. Two units were purchased kecause this
dining hall requires two disposals. Cne of the disposals was
completely inoperable and the other unit was very old, hed kLkeen
repeatedly patched and repaired, and was threatening to stop at
any time. As you probably noticed, five companies were ccntacted
by phone with four respcrndéing. The low bid was accepted.

3. The two repcorting inaccuracies noted in your report were

made through error. Purchase Crder #50120 to Piedmont Harvestore



was idrcluded in the sole source file but was not listecd cn the
report, apparently an cversight. The cother crder tc Wannamaker
Seed Ccmpany should heve nct been listed as a scle scurce sirce
three bids had been received.

As previcusly stated, this area is managed very closely tc
assure that no abucse or misuse of this system is made. While the
references in your report are minor, Clemscn University will

continue to strive to elimirate all errors in this area.

II. Minority Business Enterprise Utilization Plan

Clemson's Mincrity Business Enterprise Utilizaetion Plan for
fiscal year 1983-84 has not receivecd approval from the Small and
Minority Busiress Assistance Office (SMBAO). We recommend that
Clemson contact the SMBAO to work cut differences .concerning the

plan in crcer to affect compliance with the procurement ccde.

AGENCY RESPONSE

Rececgrnizing that our Mincrity Business Enterprises
Utilizaticr Plan needs more attertion than in the past, James M.
Bcleman, Jr., John C. Newton, and Frank Mauldin met with Jchn
Gadson and Karla Schrceder of the SMBAC and Dr. Milten Kimpson in
Cclumbia on May 24, 1984, for the purpese cf reviewing our
deficiencies in this area ard to develcp a corrective plan cof
acticn. The meeting was very beneficial; and as a result, a
request for establishing a full-time pcsition in the Procurenent
Division to coversee this important area is being submitted to the

State Personnel Divisicn. This position will be respconsible for



evelcping and monitoring the University's MBE plan to encourage

(o))

and assure thet all interested minority arc small businesses are
provided every opportunity to ¢o business with Clemson University
within the 1rules and regulaticns of the South Carolira
Consolidated Procurement Coce.

I +the reeting with Mr. Gadscn, Mrs. Schroeder, and Dr.
Kimpson, it we&s acgreed that while ocur 1983-84 plan was
incoerplete, it would not be necessary to resukmit that plan as
the 1983-84 fiscal year was nearly over. Submission and approval
of a detailed 1984-85 plan will suffice, and that plan is already

being preparec¢ and will be submitted in the near future.

III. Direct Purchase Vcuchers

Clemson utilizes & cdirect purchase vcucher (D.P.V.) system,
whereby cdepartments may make direct procurements withcut the
issuance of & purchase order. These ere to be used fcr small
purchases under $100 anc certain cther specified transacticne up
to authorized limits.

We reviewed approximately 306C L.P.V.'s for conpliance with
the procurement ccde and internal peclicy. We found these to be
in compliance with the procurement code and aqgenerally in
compliance with interral policy. Hcwever, we did encounter
twelve D.P.V.'s that, according tc university policy, shculd have
been processed on purchase crders. These have been reported to
agency cfficials for appropriate action te prevent their

recccurrence.



ACENCY RESPONSE

When Clemscn University was initially certified in 1982, the
plan for monitering direct purchase vcuchers was through the
review of all vcuchers by the audit clerks in Financial
Management and thrcugh a review of & randem sample of direct
purchase vouchers by the Procurement Division. The Internal
Audit Section c¢f Clemson University had & ccomputer prodram
written that randomly selects direct purchase vcuchers fcr review

by the Frocurement Civisior. The first sample was pulled in

[

January of 19€4 and reviewed by the Procurement Division. While
the vast majority of the sample was in full compliance, a small

nunker ccntained irregularities. The Procurement Division issued

a directive tc the departments edvising them of these
irregularities and established corrective procedures. In
addition, the Procurement Division has discussed these

irregularities with the Financial Management Divisicn and feels
confident that tighter control in this area has been establishecd.
Randcm samples at regular intervals will be taken to assure
compliarnce. I will sey, as echced in your repcrt, that the
number of irregularities in this area was very small and does nct

appear to be a problem that cur system will not correct.

IV. Procurement Procedures Manual
We reviewed procurement prccedures to determine thet any
changes made since the university was previcusly certified have

been dccunented in the prccecdures manual.



Policy statements covering (1) epproval c¢f the agency
minority business enterprise utilizaticn plan, (2) informaticn
techrclegy plan requirements, and (3) the wupdated procurement
code exemption list should be inccrpcrated in the marual.

Procedures fcr (1) property management, (2) supply and
warehousing, and (2) consultant procurement should either be
added tc the manual cr their lccation referenced.

The meanual refers tc regulation sections by the cld numbkers
that were changed when the requlaticns kecame part cf the State

Register. These should be updated.

ACENCY RESPONSE

Revisions tc the University's procurement procedures have
been submitted through the appropriate channels as updates tc the
marual. The Procurement Divisicn is presently in the process cf
having the Procurement Procedures Manual ccnverted to our werd
prccessing system which will allcw updates ancd changes tc ke mece
immediately as needed. Those areac referenced in vyour repert
will be addressed and appropriate cherces will be mede.

I am very pleased with vyour report, ncting that all
infractions &are relatively minor. Our Procurement Division has
done an excellent job in assuring compliance with the South
Carolina Ccnsolidated Procurement Cocde, and we would appreciate
further consideration of higher certification limits. I am
confident that the Clemson University Prccurement Division will
assume the additional respcnsibility ard continue to coperate in &

manner that will be reflective cf ycur high trust and standards.



CERTIFICATION RECOMMENDATIONS

As enumerated in our trensmittal letter corrective action
based c¢n the reccocmmendeticne described in the findings ccntained
in the body of this report, we believe, will ir. all meteriel
respectse place Clemscn University in compliance with the South
Carolina Ccnsclidated Procurenent Ccde anc¢ ensuing regulaticns.

Under the authcrity described in Section 11-38-1210 of the
Procurement Ccde, subkject to this corrective ection, we recommend
Clemscn University be re-certified to make direct agEnCyY
precurements for a period of three years. This is one year

longer than the rncrmal certification pericd cf twe years. In our

cpinicn, this extended certificetion period is a&arpropriate
because o0f the professicnalism displayed by the Clemson
Procurement and Supply Services Division perscnnel. The

recommended limits are as follows:

RECCMMENDED CERTIFICATICN

PROCUREMENT AREAS LIMITS
I. Goods and Services exclusive $20,000 per purchase
cof printing equipment which conmitment

must be approved by the Mate-
rials Management Office.

II. Consultant Services $20,000 per purchase
conmitment

This would result in Clemson Univeresity handling ©2% of their

procurement transacticns in these areas.



Certification was not requested in the area cf informstion
technelogy. Certificaticn reconmendatiocns in the area of
construction anc related services are Leing deferred until

completiocn of statewide procedures in this area.

K. Japht JM%_.__

‘. Vo%éht Shealy
Audit Manager

Robert W. Wilkes, Jr., CPA
Director, Audit and Certificaticon

~T0=



STATE GF SOUTH CAROLINA

BUDGET AND CONTROL BOARD
DIVISION OF GENERAL SERVICES

RICHARD W RILEY . C HAIRMAN 20 KEMBERT € DENNIS
GOVIRNOR \ CHAIRMAN
| SENATE FINANGT L osgsg i

GRADY 1 PATTERSON, JR i
SIATE TREASURER / TOM G MANGEM

o CHAIRMAN
L ARLE b MORRIS, JR HOUSE. WAYS AND MEANS C OV
COMPTROLLER GENERAL

" WILIAM F. PUTNAM
o EXLCUTIVE DIRLCTOR
TONY K. ELLIS
DIVISION DIRECTOR

June 12, 1984

Mr. Richard J. Camgkell
Materials Mearacgement Officer
800 Dutch Square Boulevard
Suite 150

Columbia, South Carolina 29210

Cear Mr. Campbell:

We have reviewed the response to ocur audit repcrt of Clemscon
Uriiversity covering the pericd December 1, 1981 - Fekruery 29,
1984. Combired with observations made during our site visit,
this review has satisfied the Audit and Certification Secticn
that the University 1is correcting the prcblem areas found and
that internal controls over the procurement system are adequate.

We, therefore, recommend that the current certificaticn
limits for Clemson University, as outlined in the audit report,
be extended for & pericd cf three (3) years.

Sincerely,

. /)
AL
Richard

Director of Agency Services
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