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Preferences
1. Resident Vendor Preference (RVP 7%)

2. Resident Contractor Preference (RCP 7%)

3. South Carolina End Product Preference (SCEPP 7%)

4. United States End Product Preference (USEPP 2%)

5. Bidders who employ Subcontractors who employ individuals domiciled to SC – Resident
    Subcontractor Preference (RSCP) 2% or 4% for each sub.

Application

We decrease the requesting bidder’s bid by the applicable percentage.
A bidder is not qualified for a preference unless the bidder makes a request for the preference.
Whether award is to be made by item or lot, the preferences must be applied to the price of each line item of end product or work.

A solicitation must provide potential bidders an opportunity to request the preferences that apply.

Upon request by the procurement officer, a bidder must provide documentation that establishes the bidder’s qualifications for the preferences claimed.

Exceptions

· 11-35-1524 does not apply to:

· a) any acquisition of motor vehicles as defined in Section 56-15-10

· b) any acquisition of supplies or services relating to construction 

· c) any procurement conducted under 11-35-1550(2)(a) small purchases up to $2,500 or (b) small purchases up to $10,000

· d) any solicitation conducted under Section 11-35-1530, (RFP) 

· e) Procurements made through Article 9, Construction, Architect-Engineer, Construction Management and Land Surveying Services

· f) Procurements conducted under Section 11-35-1529, Competitive On-line Bidding

No practical way to apply preferences to Fixed Price Bidding. (We set the price and make multiple awards.)

RVP Requirements (Commodities)
· 7% must be provided to vendors who:

· (a) maintain an “office
” in this state “and” 

· (b) End Products

· maintains at a location in SC at the time of the bid a representative inventory of general commodities being bid with a minimum total value, based on the bid price, equal to the lesser of $50,000 or the annual amount of the contract
OR
· is a manufacturer headquartered and having an annual payroll of at least $1 million in SC 
AND the end product is made or processed into an end product by that manufacturer or its affiliate.
· 1524 (C)(1)(i)&(ii)

SCEPP & USEPP

For a particular vendor, USEPP does not apply to an item which the South Carolina end product preference has been applied meaning a vendor can not stack both SCEPP and USEPP. (SCEPP (7%) + USEPP (2%) prohibited)
SCEPP & USEPP Offset:  Under the new preference law, SCEPP does not cancel USEPP like before.  

· Example: If vendor A claims SCEPP (7%) and vendor B claims USEPP (2%), both vendors receive benefit from the preferences claimed.

Vendors may claim both, but vendors cannot benefit from both. In other words, we cannot stack the USEPP and the SCEPP for a vendor.  If a vendor claims both, only apply the SCEPP.
RCP Requirements (Services)
· 7% must be provided to vendors who:

· maintains an “office” in this state “and”
· At the time of bidding: 

· Directly employs or has a documented commitment with individuals domiciled in South Carolina that will perform services required by the solicitation 

· And the total direct labor cost (salary and fringes) to the bidder for those individuals to provide those services exceeds fifty percent of the bidder’s total bid price. 

· 1524 (C)(1)(iii)
Resident Subcontractor Preference (RSCP) 

2% or 4%
The procurement officer shall decrease a bidder’s price by 2% if: 

· the bidder has a documented commitment from a single proposed first‑tier subcontractor to perform some portion of the services; and

· at the time of the bidding, the subcontractor directly employs or has a documented commitment with individuals domiciled in South Carolina that will perform services and the total direct labor cost to the subcontractor for those individuals to provide those services exceeds 20% of bidder’s total bid price.

The procurement officer shall decrease a bidder’s price by 4% if: 

· the bidder has a documented commitment from a single proposed first‑tier subcontractor to perform some portion of the services; and

· at the time of the bidding, the subcontractor directly employs or has a documented commitment with individuals domiciled in South Carolina that will perform services and the total direct labor cost to the subcontractor for those individuals to provide those services exceeds 40% of bidder’s total bid price.

Note: Bidders must identify the subcontractor, the work the subcontractor is to perform, and the bidder’s basis for concluding that the subcontractor’s work constitutes the required percentage.

Subcontractor Limits

Cap for Non-Resident Bidder: The sum of all preferences allowed for subcontractors when applied to the price of a line item of work, may not exceed 6% unless the Non-Resident Bidder maintains an office in this State.

Note: A bidder can qualify for an office but not the Resident Contractor Preference.  In other words, the bidder meets the definition of “office” but falls short of the requirements in 1524 (c)(1)(iii) thereby effectively receiving up to an 8% preference for subcontractors.  In this instance, click the Office box on the preference calculator.
Stacking
Subject to other limits, a bidder may benefit from applying for more than one of, or from multiple applications of, the preferences. 

Substitution Prohibition
If a contract is awarded to a bidder as a result of a preference allowed for a subcontractor, the contractor may not substitute any business for the subcontractor, unless first approved in writing by the procurement officer. 
False certification can have serious consequences. Other businesses could be improperly denied contracts based solely on other bidders claims that they are entitled to preferences, and the taxpayer could be paying a higher price to buy commodities or equipment.  Accordingly, bidders can be debarred, have their contracts canceled, or be assessed damages if they improperly claim preferences.  Specifically, bidders can be debarred from receiving future state contracts if: (i) they certified that they qualified for a preference, (ii) they are not qualified for the preference claimed, and (iii) the certification was made in bad faith or under false pretenses.  Even in the absence of bad faith or false pretenses, an invalid certification can result in termination of a contract for cause.  In addition, bidders may be required to pay the State an amount equal to twice the difference between the price paid by the State and the price offered by the next lowest bidder. 11-35-1524(E)(6)
Cap for All
Under no circumstances may the cumulative preferences applied to the price of a line item exceed ten percent.  11-35-1524(E)(7)
Limitations for End products 

Do not apply to a single unit of an item with a price in excess of $50,000.
Or a single award with a total potential value in excess of $500,000.
Limitations for Services

Do not apply to “an item of work” by the bidder if the annual price of the bidder’s work exceeds $50,000.
Or the total potential price of the bidder’s work exceeds $500,000.
Anti-Substitution / Bait & Switch Clause
If a contract is awarded to a bidder that received the award as a result of the SCEPP or USEPP, the contractor may not substitute a non-qualifying end product for a qualified end product.
If a bidder receives an award as a result of an end product preference, the bidder may not substitute a non-qualifying end product for a qualified end product.  A substitution in violation of this item is grounds for debarment pursuant to Section 11-35-4220.  If a bidder violates this provision, the State may terminate the contract for cause and, in addition, require the bidder to pay to the State an amount equal to twice the difference between the price paid by the State and the bidder’s evaluated price for a substituted item. 11-35-1524(B)(4)

Subcontractor doesn't Work Out

If a bidder receives an award as a result of the subcontractor preference, the bidder may not substitute any business for the subcontractor on which he bidder relied to qualify for the preference, unless first approved in writing by the procurement officer.
A substitution in violation of this restriction is grounds for debarment from further state contracts.  In addition, the procurement officer may terminate the contract for cause. Even if the contract is not terminated, the procurement officer may require the bidder to pay to the State an amount equal to twice the difference between the price paid by the State and the price offered by the next lowest bidder, unless the substituted subcontractor qualifies for the preference. 11-35-1524(D)(5)(c)
� Office defined –


non-mobile place for the regular transaction of business or performance of a particular service


operated by the bidder for at least one year before the bid opening


during that year the place has been staffed for at least fifty weeks by at least two employees for at least thirty�five hours a week each
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