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May 29, 2015

Mr. John St. C. White

Interim Materials Management Officer
Division of Procurement Services

1201 Main Street, Suite 600
Columbia, South Carolina 29201

Dear John:

This report has been delayed in being issued because of ongoing examinations at South Carolina
State University by the audit staff such as validating procurements and outstanding invoices that
were paid with loan funds authorized by the Budget and Control Board, the results of which have
been included herein.

We have examined the procurement policies and procedures of South Carolina State University
for the period January 1, 2010 through June 30, 2014. 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 used to establish a basis for reliance upon the system of internal controls to
assure adherence to the South Carolina Consolidated Procurement Code, State regulations, and the
University’s procurement policies. 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 South Carolina State University is responsible for establishing and
maintaining a system of internal controls 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
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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 recorded properly.

Because of inherent limitations in any system of internal controls, 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 controls 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 South Carolina State University in compliance with the

South Carolina Consolidated Procurement Code and ensuing regulations.

Singérely, | _‘/7’
,ﬂf /4
L
Robert J. AlycockK, IV, Manager

Audit and Certification




We conducted an examination of the internal procurement operating policies and procedures
at South Carolina State University. We performed our review under section 11-35-1230(1) of

the South Carolina Consolidated Procurement Code and section 19-445.2020 of the

INTRODUCTION

accompanying regulations.

The examination was directed principally to determine whether, in all material respects, the
internal controls of the procurement system 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 ensuing regulations.

Additionally our work was directed toward assisting South Carolina State University in

promoting the underlying purposes and policies of the South Carolina Consolidated Procurement

Code as outlined in Section 11-35-20, which include in part:

(D

@

3)

“

to provide increased economy in state procurement activities and to
maximize to the fullest extent practicable the purchasing values of
funds while ensuring that procurements are the most advantageous to
the State and in compliance with the provisions of the Ethics
Government Accountability and Campaign Reform Act;

to foster effective broad-based competition for public procurement
within the free enterprise system;

to ensure the fair and equitable treatment of all persons who deal with
the procurement system which will promote increased public
confidence in the procedures followed in public procurement;

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.



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 at South Carolina State University, hereinafter
referred to as the University, 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 of procurement transactions for compliance testing and
performed other audit procedures that we considered necessary to formulate this opinion. The
scope of our audit included, but was not limited to, a review of the following:

(1) On April 30, 2014, the Budget and Control Board adopted a resolution charging the
Division of Procurement Services, among other duties, with validating procurements
and invoices prior to payments being made from a loan made by the Board to the
University. That review is discussed in Section I of the report.

(2) All sole source, emergency and trade-in sale procurements for the period
January 1, 2010 through March 31, 2014 with exceptions noted in Section
IV of the report.

(3) Procurement transactions as follows:

a) One hundred and fifteen payments each exceeding $2,500 with
exceptions noted in Section III of the report.

b) A block sample of three hundred sequential purchase orders from FY
2013 reviewed against the use of order splitting and favored vendors
with no exceptions.

¢) Procurement card purchases for February, March, and April 2012 with
exceptions noted in Section V of the report.

(4) Three construction contracts and five indefinite delivery contracts for
construction and six Architect/Engineer and Related Professional Service
Contracts and one indefinite delivery contract for Architect/Engineer
services for compliance with the Manual for Planning and Execution of
State Permanent Improvements, Part II with exceptions noted in Section II
of the report.



(5) Minority Business Enterprise Plans and reports with the following activity
reported to the Governor's Office of Small and Minority Business Assistance:

Fiscal Year Goal Actual
FY09-10 $1,682,505 $1,441.021
FY10-11 $6,128,039 $1,206,819
FY11-12 $6,767,689 $1,200,762
FY12-13 $4,265,079 Not Available
FY 13-14 Not Provided Not Provided

Exceptions are noted in Section VI of the report.

(6) Approval of the most recent Information Technology Plan with no
exceptions

(7) Internal procurement procedures manual with no exceptions

(8)  Surplus property disposition procedures with no exceptions

(9) Ratification of unauthorized procurements with no exceptions

(10) File documentation and evidence of competition with no exceptions

(11) Other tests performed as deemed necessary with no exceptions



IL

III.

V.

SUMMARY OF AUDIT FINDINGS

Budget and Control Board Loan Resolution

On April 30, 2014, the Board adopted a resolution charging the Division
of Procurement Services with validating procurements and invoices prior
to payments being made from loan funds made by the Board to the
University. The Division of Procurement Services focused its attention on
critical operating expenses and other accounts payable to include
outstanding invoices for utilities, a computer equipment lease, food
services and facilities management operation.

IDC Activity Not Reported to the State Engineer

Indefinite Delivery Contract activity was not reported to State Engineer’s
Office.

No Written Certifications for Grant Exemptions

The University utilized an exemption for grant specified equipment or
services but failed to complete written certifications. Absent the written
certifications, the exemption did not apply to these procurements.

Sole Source and Emergency Procurements

A. Sole Source Determination Documents not dated

Sole source determination documents used to authorize sole source
procurements were not dated.

B. Inappropriate Sole Source

Two procurements were inappropriately processed as sole sources.

Procurement Cards

A. Inactive Procurement Cards

Fifty-five procurement cards were identified as having no activity for
the previous 12 month period.

B. No Written Approval of Transactions

Persons assigned to review cardholder transactions were not signing the
cardholder activity statements authorizing payments.
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C. No Cardholder or Liaison Training 16

No procurement card training is being provided to cardholders or
liaisons.

Untimely Reporting of Minority Business Enterprise Annual Plans and
Quarterly Reports 16

Annual MBE utilization plans and quarterly activity reports were not
submitted in a timely manner.



RESULTS OF EXAMINATION

I.  Budget and Control Board Loan Resolution

On April 30, 2014, the Budget and Control Board adopted a resolution charging the Division of
Procurement Services, among other duties, with validating procurements and invoices prior to payments
being made from a loan to South Carolina State University. The resolution established the following
loan priorities:

1. Debt service and other secured obligations
2. Payroll and other critical operating expenses
3. Other accounts payable

While other sections of the Board focused its attention on the University’s debt service, other
secured obligations and payroll, the Division of Procurement Services focused its attention on other
critical operating expenses and accounts payable. The resolution charged the Division of Procurement
Services with validating contracts and outstanding invoices before those invoices could be paid with
loan funds. Further, the resolution charged the Division of Procurement Services with approving all the
University’s procurements, amendments, renewals or otherwise extending any contracts until the loan
funds were repaid in full.

Among the tasks to qualify for the loan, the University was instructed to develop a detailed listing
prioritizing the vendors to be paid with loan funds. The Division of Procurement Services validated
those contracts and outstanding invoices to the extent of available loan funds.

The University was behind in its utility bills, to include electricity, water, waste water and natural
gas. The City of Orangeburg’s Department of Public Utilities provided these utilities. Public utilities
regulated by the Public Service Commission were exempt from the Procurement Code. The University
was also behind in its computer equipment leases, food services and facilities management services.

These three contracts (equipment lease, food services and facilities management services) were procured



through the Division of Procurement Services either as a State Term contract or on behalf of the
University. We validated the procurements and invoices for each noting the following:

Utilities

The utilities were deemed critical operating expenses. At the time of our review, the University
owed for the month of May and June, 2014. The May invoices totaled $266,717.65 and were beyond
the service cut-off date. The June invoices totaled $253,142.86. We validated both invoice statements
and recommended them for payment. Loan funds were used to make payment, and we verified the
payment with the City of Orangeburg.

Computer Equipment Lease

The computer equipment lease agreement was entered through a State Term contract and showed
past due invoices totaling $264,151.41. The University uses this equipment for its administrative
services to include accounting, payroll, procurement and accounts payable. We validated all invoices
and recommended them for payment with loan funds. We verified with the vendor that payment was
received.

Food Services and Facilities Maintenance Services

The Division of Procurement Services procured the food services and facilities management
services contracts on behalf of the University. Therefore, we only needed to validate invoices for these
services. The amount owed the vendors exceeded the available loan funds remaining so the University
expressed a desire to make partial payments on some of these invoices'.

The food services contract provided for a variety of food service related responsibilities including
and most importantly, student meals. The contract period began August 1, 2011 and will end July 31,
2018. We only validated invoices for payment for student meals with loan funds. All validated invoices
complied with the contract rates. Total loan funds released for student meal plans were $2,266,092. We

verified with the vendor that payment was received.

! Both the food service company and the facilities management company have filed contract controversy claims with the
Chief Procurement Officer of the Budget and Control Board against South Carolina State University for lack of payment on
invoices. As of June 30, 2015, those cases are pending.

9



The facilities management services contract provided for daily operations of the University’s
physical plant, grounds maintenance, planning and construction. The Division of Procurement Services
issued a change order to this contract at South Carolina State’s request on August 29, 2011, reducing the
annual contract value beginning July 1, 2011 through June 30, 2015, from $5,208,792 to $4,823,572.
Based on this reduction, payments for services were determined by dividing $4,823,572 by 12 months
which equaled to $401,964 per month.

During our review we learned that the University entered into an unauthorized informal agreement
in October 2013, with the facilities management company to manage the University’s fleet operation.
We inquired about this agreement with the facilities management company’s representative on campus.
He said the University’s President approached his company for a proposal to add fleet management to
the existing contract in October 2013. The company prepared a proposal saying it would add $50,800
annually to the existing facilities management contract. The representative told us nothing had been
done beyond the proposal and the contract was not amended to add fleet management services.
However, documents” we obtained provided information to the contrary. One document, a letter from
the President dated October 7, 2013, addressed to the Director of Fleet Management informed him he
was being reassigned to facilities management and he was to report to the facilities management
company’s representative regarding his new assignment. The representative, the same person who told
us nothing had been done beyond the proposal and he was not managing fleet management, was copied
on the letter. There was other correspondence to this effect as well. An e-mail from the University’s
General Counsel formally requested the company to take over the fleet management responsibilities on
behalf of the University and acknowledged that the company had been informally managing the fleet
management department since October 2013.

As a part of that informal agreement, the company provided a vehicle for the University President’s

use. This informal agreement by the University on a contract issued by the Division of Procurement

* We attached these documents as Attachment A to this report.
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Services was not authorized by the Division. We did not find nor did the University provide any
invoices for payment for additional services of the fleet management operation or the President’s vehicle
but the services were rendered.

The invoices for facilities management presented for payment with loan funds were for the months
of October, November, and December 2013, the oldest outstanding invoices. The validated invoices
complied with the contract and did not include the fleet management operation or the President’s
vehicle. Total loan funds released for facilities management services were $1,000,000. We verified
with the vendor that payment was received.

UNIVERSITY RESPONSE

The University continues to submit all expenditures that exceed $2,500 to the Division of Procurement
Services for approval. In addition, the Board provided the University instructions on the specific
invoices/expenses that were to be paid from the loan funds received from the Board. Once the payments
were issued the University provided the Board with the supporting documentation that the loan funds
were expended as instructed.

II. IDC Activity Not Reported to the State Engineer

Our audit of the University included a review of construction and architectural/engineering (A/E)
services Indefinite Delivery Contracts (IDC). Our review identified that the University did not report
any IDC activity to the State Engineer’s Office (OSE) even though IDCs were being used. All IDC
activity must be reported to the OSE on a quarterly basis. As a corrective measure, the University
submitted an accumulative report to the OSE. However, four delivery orders issued against IDCs we
selected to review were not included in this report but should have been. Section 9.3.8 of the Manual for

Planning and Execution of State Permanent Improvements, Part IT (2011), requires that quarterly reports

of IDC activity be submitted to the OSE. These reports are a key internal control to ensure that these
contracts were properly authorized and used appropriately.
We recommend the University submit quarterly reports of all IDC activity to the OSE in a timely

manner.
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UNIVERSITY RESPONSE

Reports were submitted to State Engineer’s Office for Indefinite Delivery Contract activity.

ITI. No Written Certifications for Grant Exemptions

The University improperly utilized an exemption for grant specified equipment or services. The
Budget and Control Board, in accordance with Code Section 11-35-710, exempted procurements made
by a requesting agency for the purchase of grant-specified and approved major equipment,
subcontracts,and consultants that the agency determined to be essential to the successful completion of
the grant-funded project if those procurements are made in accordance with procedures approved by the
Office of General Services on an agency-by-agency basis. General Services approved procedures for
the University in November 1997. When we asked for a copy of the approved procedures to conduct the
audit, the University could not produce them. However, the University utilized the exemption anyway.

For the exemption to apply, the procedures include that the University must make written
certifications stating why specified equipment or services were essential to the successful completion of
the grant-funded project during the grant application process. The grant applications, with the required
certifications, must be approved at the time the grant applications are prepared in order for the

exemption to apply. No written certifications were provided for the following procurements.

PO # PO Date Description PO Amount
P1200353 07/26/11 Consulting Services $ 4,000
P1003849 06/30/10 Sample Analysis Service $ 7,950
P1200889 08/31/11 Bio-Mass/Energy Research $171,012
P1102133 12/20/10 SCAMP Sub Agreement $ 51,184
P1102134 12/20/10 SCAMP Sub Agreement $143,234
P1202143 12/21/10 SCAMP Sub Agreement II $ 67,957
P1203092 05/16/12 Nuclear Power Plant Research $ 70,000

12



PO # PO Date Description PO Amount

P1200716 08/19/11 USDA 1890 Research FY10 $ 11,201

P1200571 07/01/11 Management and Security of $ 77,100
Orphan and Disused Sources

P1002162 12/14/09 Lectures-Water/Health Disparity $ 45,000

We should note that the University submitted updated Grant Specified Exemption Procedures to
our office which have since been approved. See Attachment B. These procedures include the
submission of a written certification justifying the procurement during the grant application process.

We recommend that the University ensure these approved procedures are followed when
applying the grant-specified exemption.

UNIVERSITY RESPONSE

The University will follow and use the approved form and procedures when utilizing the grant-specified
exemption.

IV. Sole Source and Emergency Procurements

A. Sole Source Determination Documents Not Dated

Twenty-one sole source determination documents used to authorize sole source procurements
were not dated. Regulation 19-445.2105(C), requires “The determination must be authorized prior to
contract execution.” The University’s failure to date determination documents used to authorize sole
source procurements prevented us from being able to confirm that these sole sources were approved
prior to the execution of the contracts.

We recommend that the University ensure sole source determination documents are signed and
dated prior to the execution of sole source contracts.

UNIVERSITY RESPONSE

Sole source approved documents are dated by the authorized University designee.

13



B. Inappropriate Sole Sources

Purchase order P1200798 dated August 24, 2011, for an extremity system which measures body
fat and fat-free mass issued in the amount of $49,725 was processed as a sole source based on this being
the vendor’s machine and that the software’s precision is superior. The University’s justification that
this is the ‘vendor’s machine’ and its ‘superiority’ suggest there are other sources for this equipment.
Internet research confirmed that this equipment is available from other vendors.

Purchase order P1100474 dated July 30, 2010, for a mailing machine maintenance system
upgrade issued in the amount of $19,524 was processed as a sole source based on this being the only
vendor with certified trained personnel to perform the maintenance and upgrade. The vendor described
this procurement as a ‘Brand New Arrival System’. Internet research identified other vendors that
offered tracking systems. This procurement should have been competed to allow other vendors the
opportunity to bid on similar tracking equipment.

Section 11-35-1560 of the South Carolina Consolidated Procurement Code states, “A contract
may be awarded for a supply, service, information technology, or construction item without competition
if, under regulations promulgated by the board, 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 for the required supply, service, information technology, or construction
item.”

We recommend that the University solicit competition for this equipment in the future.

UNIVERSITY RESPONSE

Prior to approval of sole source, an internet search is performed and an advertisement of intent to sole
source is published in the SC Business Opportunities.

14



V. Procurement Cards

A. Inactive Procurement Cards

Fifty-five procurement cards were identified as having no activity during the 12 month period
ending March 15, 2013. Per Section III of the South Carolina Purchasing Card Policies and Procedures
Manual, cardholder accounts should be monitored for inactivity and promptly closed when no longer
needed.

To help reduce risk, we recommend the University identify and close procurement card accounts
that had no purchasing activity for a twelve month period unless the cardholder can justify why that card
needed to remain active. This review should be done annually.

UNIVERSITY RESPONSE

Due to restrictions in spending, the University placed procurement cards in suspended status.  The
University agrees with the recommendation to identify and close procurement card accounts that had no
purchasing activity for a twelve month period unless the cardholder can justify why that card needs to
remain active, and will perform it on an annual basis.

B. No Written Approval of Transactions

Persons assigned the responsibility of reviewing cardholder transactions were not signing
cardholder activity statements. Per Section III of the South Carolina Purchasing Card Policies and
Procedures Manual, supervisor responsibilities include signing the cardholder activity statements
signifying review and approval of charges for payment.

We recommend that the University ensure those persons reviewing procurement card activity
sign and date activity statements confirming approval of charges and payment.

UNIVERSITY RESPONSE

The University agrees with the recommendation that each supervisor/designee are to review the
procurement card statement confirming approval of charges and payment, and effective July 1, 2015 will
ensure cardholder activity statements are signed and dated by a supervisor/designee.

15



C. No Cardholder or Liaison Training

Due to a lack of documentation, we were unable to confirm procurement card training being
provided to cardholders and were informed that those individuals assigned liaison responsibilities do not

receive procurement card training. Per Section III of the South Carolina Purchasing Card Policies and

Procedures Manual, Level 1 training is required for all cardholders prior to the issuance of a

procurement card. Supervisor responsibilities or other persons assigned the responsibility of reviewing
cardholder transactions include attending Level 1 and Level II training if supervising a cardholder with
Level II authority.

We recommend that the University ensure adequate training is provided to cardholders and
supervisors possessing oversight responsibilities. All training needs to be properly documented to

include training dates and attendee names.

UNIVERSITY RESPONSE

The University will document training for both cardholders and their supervisors, as recommended.

VI. Untimely Reporting of Minority Business Enterprise Annual Plans and Quarterly Reports

We reviewed all Minority Business Enterprise (MBE) annual utilization plans and supporting
quarterly activity reports for the fiscal year ending 2010 though the fiscal year ending 2014. We
determined that no annual plans had been submitted in a timely manner to the Office of Small and
Minority Business Assistance (OSMBA) for any of the fiscal years reviewed. Additionally, ten of the
quarterly activity reports reviewed were either untimely or not reported to OSMBA. Per Section 11-35-
5240 of the South Carolina Consolidated Procurement Code, annual MBE utilization plans should be
submitted to the Small and Minority Business Assistance Office no later than July thirtieth annually and
quarterly progress reports should be submitted no later than 30 days following the end of each quarter.

We recommend that the University implement steps to ensure annual MBE plans and quarterly
activity reports are submitted to OSMBA in a timely manner as required by the South Carolina

Consolidated Procurement Code.

16



UNIVERSITY RESPONSE

The University will comply in submission of the annual plan and quarterly progress reports as
recommended.

17



CONCLUSION

As enumerated in our transmittal letter, corrective action based on the recommendations
described in this report, we believe, will in all material respects place South Carolina State
University in compliance with the South Carolina Consolidated Procurement Code.

As a condition of the loan, the Budget and Control Board required that until South Carolina
State University has fully repaid the loan, the University shall not post a solicitation or execute,
amend, renew, or otherwise extend a contract without the prior approval of the Division of
Procurement Services. The Division of Procurement Services continues to monitor all such

activity in accordance with the Board’s loan condition.

ﬂ/ e g

( J/ Lane Warren, CFE, CBM
"Audit Manager

k, IV/Manag,cr/
Audit and CCI‘tIﬁC&tiOn
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Attachment A

South Caroling State Wniversity

OFVICE OF THE PRESXDENT (503) 236-7013

October 7, 2013

Mr. Deerick Grean
Director of Floet Management
Camnpus P, O, Box 7134
Orangeburg, South Caroling 29117

Dear Mr. Groen:

Effective immedintely, yow are balng reamigned lsterally #o  Fuocilitios
Management/Planning & Construction--UG), Services &t yomr cueont salavy, In addition,
your dual employment azslgnment with the Department of Athletics is hereby terminated.
Pleaso report to Mr. Ken Davis, Progeam Divector, regarding your new sssignment.

If yon bewve any questions relnted mynnrmuﬁsnmunl. yoe may contact Mr. Deels or
Me. Doris Gathers-Duntzlar, Human Resources Director,

Sincerely,

g

o Mr Ken Duvis
Mes. Dorls Gathers-Dantzlor
RECEWVED
ocr -7 1n

OFFIOE OF THE PRESDRNT

300 Covrxox Srauar, Noxvarasy « Porn Omncs Boax 088 « Onaxersme, Sovrs CanoLina 29117-0000 « Bax (503) 533-3622
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From: Favar, Jessica [malito:ffavan@scon.edu]

Seert: Friday, March 28, 2014 2:23 PM

To: Qvercash, Caroline

Subject: FA: Request to manage Fleet Managemant

Forwarding email as request.

Froem; Burgess, Craig E

Send: Friday, March 28, 2014 11:35 AM
To: Kan Davis (ken.davis@idtz.com)
Ce: Favor, Jessica

Subdect: Request 1o manage Fleet Management

Ken,
~This e-mail is a formal request for DTZ/Unicco to take over Flest Management responsibllities on behalf of South

Cacollna State University. Plgase submit a proposal detalling the manner in which the managetent of Fleet
Management will take place and your proposed costs 1o manage same. Please also identify any costs savings and any
improved processes that BTZ/Unicco intends to implement. Once we receive this information from you, we wil subemit
a Change Order to State Procusement Office for approval of this sssignment.

We undarstand thet DTZ/Unicco has been infarmally managing the Fleet Management department since October 2013
and that a Change Order should have been submitted at that time.

Crag

Craig Burgess, Esq.

General Counsel & interim VP of Operations
South Carolina State University

300 College St. NE

Qrangeburg, SC 29117

churges2@scsu.edu

T 803.536.7084

F 803.536.8374

Confldentiality Notlca

20



Attachment B

VKM R RALRY, SR : BUGH K. LEATHERMAN, SR
GOVIRNOR > CRATAMAN, SENATE FINARCE.
COMMITTIE
CURNS M. LOFTIS, IR
STATE TREASURER W, BRIAN WHITE
CHAIRMAN, HUBK WAYS AND MEANS
RICHARD DOKETROM, CPA COMMITTEE
COMPTROLLER GENERAL
SC BUDGET AND CONTROL BOARD MABCIA S ADAM
THE TAVISION OF PROCUVREMENT SERVICES EXECUTIVE INEECTOR
DELBERT B 9NGL.EATON, JR,
HYI0DIMY DIREC TOR
1933} TH-1020
L VOICHT SHEALY

MATERIALS MANAGEMENT OFFICER
1370508
FAK (883) T37-0439

April 19,2012

Ms. Patricia Holmes

Procurement Director

South Carolina State University
Office of Procurement

300 College Street Northeast
Orangeburg, South Carolina 29117

Dear Ms. Holmes:

We completed our review of your proposed Grant Specified Exemption Procedures for South Carolina
State University submitted to our office April 17, 2012, The State Budget and Control passed an
excmption on March 22, 1994, to the competitive requirements of the South Carolina Procurement Code
that states:

In accordance with Code Section 11-35-710, exempted procurements made by a requesting
agency for the purchase of grant-specified and approved major equipment, subcontracts, and
consultants the agency determines to be essential to the successful completion of the grant-
funded project if those procurements are made in sccordance with procedures approved by
the Office of Gencral Scrvices on an agency-by-agency basis.

In my opinion, the proposed procedures meet the criteria cstablished in the exemption and are therefore
approved.

Please contact me if additional information or is needed.

YCeocx, ger
Certification

C; R. Voight Shealy, Materials Management Officer
Lane Warren, Senior Auditor

1101 MAMN STREET, $UTYE e00 ¢ COLUMDIA, SOATTH CAROLINA 216y
BTTR AP ROCUREMENT.SC.GOY
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Soutl Carolivg State Mnitersity
Post Office Box 7071
300 Coflege Street Northeast
ORANGEBURG, SOUTH CAROLINA 25(17
{803) 536-8198

OPHICE QF PROCURSMENT SERVICRS PAX: (D) $13-3821

R. Volght Shealy

Chlef Procurement Officer
Materials Management Dffice
1201 Maln Street, Suite 600
Columbla, 5C 29201

Dear Mr, Shealy,

South Carolina $tate Unlversity raguests an exemgtion to the South Carolina Consolldated
Procurement Code for the Procurement of grant specified and approved major equipment,
subcontracts and consultant services. If approved, the University will update the Procurement
Procedures Manual with the attached procedures. We will use this exemption judiclously and

only after careful review of the appropriateness of its use.

South Carullng State Universlty was grantad this examption In March of 1994; however, |
carmot find recond of the grant specified exemption procedures, so | am respectfully requasting

approval agaln.

If you have questions or need addiional information, please call me at (803) 536-8192. As
always thanks for all you do, and for your consideratlon/response in this matter,

Sinceraly,

Patricla 5. Holmes
Imterim Director of Procurement
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South Caroling State University

GRANT SPECIFIED EXEMPTION PROCDURES

The followdng procedures hawe been established to monktor and controd spectiiad grand exemptions for approved
majar aquipment contract, subcontractors and consultants’ sevvices essential to the successiu) completion of a
grant projact. Tive UniversiRy ans to use this exemgtion for these types of procurements providing the following
critarta anvl conditlons are miet.

1.

The University bas a pollcy that requires competition In actardance with the South Carelina Consofidated
Procuremant Coda, South Carallna State Unlverslly’s Procurement Procedires Manual deary states that
competitive pracurement is the Undversity's requéred method of procunements,

The gramt specified sxernption Is [imbted to major equlpment, sub-contractors, consubtants, etc. that are
spedifled and justified In the proposal documentation a3 belng am essential composient to the averall
grant project by the Princlpat investigator/Universlty's Broject Manager.

The Principal lwesligalor/Peajacr Manager wil) complete a written justification as ta why a particatar
spacifind place of aqulpment or services are essentiad and criticel to the successful completlon of the
grant-funded profect. This is done with the understanding that the Princigal Investigator/Projock Manager
is best able to determine the needs of histher project, If the wiltten |ustification s not provided and
approved prior to the submittal of the grant request, The University will requiee all eqarpmentfaervices be
procurmd in accordancs with the South Carofina Condolidated Procurement Code % Aegubations.

Prior to acceptance of a cestification for exemption, each Prindgsl investigator/Project Managar must
have had thelr project praposal reviewed and approved by thelr: Daan/Cepartment Head, Director of
Spansored Programs, Vice Prasident for Finance, Univarsity President or his/her dusignes and the
Procuremant Office, R

As a firal ravlew, tha Directod of Pracurement will Insurz that major equlpment, subcontractors, and
comyitants Identilled as essentlal to the successful compietion of the grant are closely examined. Only
thvose instances where the outcome of the grant project Is critbmlly atfocted shal ba aampt from the SC
Consokdated Procuremant Cade.

Any subsequent contract assoctated with this process will be approved by The Linfversity’s Genaral
Counsel and all charges shall be documents and updates to the ariginal contract with a copy to the Offlce
of Procurement Sendces.

Transactions will be avallable for sudit by the State of South Caraling Office of Genweral Services to ensure
compliance with these procadures and to determdne i this exempption should be cantinued.

MOTE: This exemgdion was devalopad bo Fargal thasa “single source™ or “best source™ itams end services essential

for research suocess, After a graat is approved, an exemption request cannot ba conslderad.
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South arnlive State Pniversity
Post Office Box 7071
300 Collepe Street Northeast
ORANGEBURG, SOUTH CAROQLINA 219117
{803} 536-8198

SECTION A — TO BE COMPLETED BY THE PRINCIFAL INVESTIGATOR /! PROJECT MANAGER

OFFICE OF FHOCURIMENT SHRYICHS FAX: (313) 532.3621

I, , herety cestify that the nomajor equipment, osuboontractor(s),

ooonsultant{s), etc., harain speciled by particular brend, vendor, Institutions or individuaks are
essential and critical to the successful completion of this externally grant-funded praject far the

folawing reasan(s):

u IsfAre specifically Identifled in the propasal
o IsfAre not spedfically identified In the proposal, therefora the University procurament procedures will
be followed for this acquisition. Le. Bidding

After a grant Is approved, an axemption requast cannot ba considered. Additionally, I
further attest that no collusion, favotitism or conflict of Intarest axists,

Signature Date

SECTION D — FENANCIAL INFORMATION & COMTRACT FERIQOD TO BE COMPLETED BY THE PRIMCIPAL INVESTIGATOR

Amount af Acguisition Contract Period to

Signabure: Date:

Principal Investigator/Project Manager
Note: Any changes to the information residing in this section Procurement Services must
be notified and the contract amended to reflect sald changs.

SECTION C — ApROYAL SECTION

Dean/Department Head Date Univarsily Presidant Date
or hisfher designee
Director of Sponsored Dale
Pragrams
General Counsed Date
Vice Presidant for Date (if applicabis)
Finance

Procurement Director  Date
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NIKKI R.HALEY, CHAIR
GOVERNOR

CURTIS M. LOFTIS, JR. E s I AA
STATE TREASURER State Fiscal Accountability Authority
THE DIVISION OF PROCUREMENT SERVICES
DELBERT H. SINGLETON., |R.
DIVISION DIRECTOR
(B03) 734-8018

RICHARD ECKSTROM, CPA
COMPTROLLER GENERAL

JOHN ST. C WHITE
MATLRIALS MANAGEMENT OFFICE
(803) 737-0600
FAX: (803) 737-00639

October 5, 2015

Mr. John St. C. White

Interim Materials Management Officer
Division of Procurement Services
1201 Main Street, Suite 600
Columbia, South Carolina 29201

Dear John:

HUGH K. LEATHERMAN, SR.
CHAIRMAN, SENATE FINANCE COMMITTEL

W. BRIAN WHITE
CHAIRMAN, HOUSE WAYS AND MEANS

We have reviewed the response from South Carolina State University to our audit report for the period
of January 1, 2010 through June 30, 2014. We have followed-up on South Carolina State University’s

corrective action during and subsequent to our fieldwork.

In our opinion, South Carolina State University complies with the South Carolina Consolidated
Procurement Code, State regulations, and the University’s procurement policies and procedures in all
material respects and the internal procurement operating procedures are adequate to properly handle
procurement transactions. The Division of Procurement Services will continue to monitor all

solicitation and contract awards in accordance with the loan resolution.

Audit and Certification

1201 MAIN STREET, SUITE 600 4 COLUMBIA, SOUTH CAROLINA 29201

HTTP://PROCUREMENT.SC.GOV
25

Total Copies Printed 11
Unit Cost $ 1.01
Total Cost BB

:



