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January 7, 2002

Mr. Delbert H. Singleton Jr.

Director

Procurement Services Division

6th Floor-Wade Hampton Building

Columbia, South Carolina 29201

Dear Delbert:

I have attached the College of Charleston’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 College a three-year certification as noted in the audit report.

Sincerely,
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R. Voight Shealy

Materials Management Officer
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October 22, 2001

Mr. R. Voight Shealy

Materials Management Officer

Office of General Services

1201 Main Street, Suite 600

Columbia, South Carolina 29201

Dear Voight:


We have examined the procurement policies and procedures of the College of Charleston for the period April 1, 1998 through June 30, 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 South Carolina Consolidated Procurement Code, State regulations and College 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 College of Charleston 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, assurances 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 that we believe need correction or improvement.


Corrective action based on the recommendations described in these findings will in all material respects place the College of Charleston in compliance with the South Carolina Consolidated Procurement Code and ensuing regulations.



Sincerely,
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Larry G. Sorrell, Manager



Audit and Certification

INTRODUCTION

We conducted an examination of the internal procurement operating policies and procedures of the College of Charleston.  Our fieldwork was conducted September 10 through September 21, 2001, 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 College of Charleston 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

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 February 9, 1999, the Budget and Control Board granted the College of Charleston the following procurement certifications:

PROCUREMENT AREAS
CERTIFICATION LIMITS

Goods and Services
$100,000 per commitment

Consultant Services
$100,000 per commitment

Information Technology
$100,000 per commitment

Construction Services
$  25,000 per commitment


Our audit was performed primarily to determine if recertification is warranted.  No additional certification above the current limits was requested.

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 College of Charleston 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 a judgmental sample for the period July 1, 1998 through June 30, 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:

(1)  All sole source, emergency and trade-in sale procurements for the period April 1, 1998 through June 30, 2001

(2)  Procurement transactions for the period July 1, 1998 through June 30, 2001 as follows:


a)
One hundred-one judgmentally selected procurement transactions


b)
Procurement card purchases for three months

c)
A block sample of three hundred thirty-seven purchase orders filed by vendor


d)
Four major construction contracts and three professional service 
selections related to construction

(3)  Minority Business Enterprise Plans and reports for the audit period

(4)  Information technology plan for the audit period

(5)  Internal procurement procedures manual review

(6)  Surplus property disposition procedures

(7)  File documentation and evidence of competition

SUMMARY OF AUDIT FINDINGS


Our audit of the procurement system of the College of Charleston, hereinafter referred to as the College, produced the following findings and recommendations.
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I. Unauthorized Sole Source
7

One sole source procurement was unauthorized.

II.
General Procurement Exceptions


A. No Competition
7


Two procurements were not supported by evidence of competition, sole source or emergency determinations.

B. Procurement Consolidation
8

Fifteen purchases should have been combined into one.

C. State Contract Provision Improperly Used
9
The College improperly used an exception to the state term contract to 

purchase a mower.

D. Improper Contract Award
9

The College improperly allowed the low bidder to change his quote 

after the bid opening.

E. Missing Documents
10

Two contracts were not supported by documentation required in the solicitation.

F. Posting of Award Location Not in Bid
11


Five solicitations did not state the award posting location.

G. Internal Procurement Policies and Procedures Manual
12

The College did not provide us with its internal procurement 

policies and procedures manual.

RESULTS OF EXAMINATION

I.
Unauthorized Sole Source

The following is an unauthorized sole source.

PO 
PO Date
Description
Amount

P905424
4/24/99
Museum artifacts
$25,173


The College failed to obtain approval from the South Carolina Arts Commission before purchasing an artifact collection for its museum.  Section 11-35-710 (10) requires a written determination when purchasing one of a kind items specifying the need and the benefits to the state be submitted to the South Carolina Arts Commission.  The Arts Commission is responsible for reviewing the determination.


We recommend the College obtain the necessary approval when procuring artifacts.  Ratification must be requested from the College President or his designee in accordance with Regulation 19-445.2015 for each of the unauthorized procurements.

COLLEGE RESPONSE

Agree, accept recommendation, purchase will be ratified.  The College failed to request approval from the Arts Commission for the purchase of the African American slavery artifacts for Avery Institute.  During this period, the College was attempting to obtain an exemption for the purchase of artifacts for the Avery Institute, similar to the exemption afforded the confederate Museum, but was denied.  The College proceeded with the purchase as sole source.

II.
General Procurement Exceptions

A.
No Competition

Two procurements lacked evidence of competition, sole source or emergency determinations.

PO 
Date
   Description
Amount

P102191
2/28/01
Computer consultant
$34,720

P101053
3/12/00
Software
  15,030


The Code and regulations require that all procurements above $1,500, which are not exempt, be competitively bid or justified as sole sources or emergency procurements if appropriate.


We recommend the College adhere to the Code requirements and seek the appropriate level of competition on all future procurements.

COLLEGE RESPONSE

Agree, accept recommendation.  Purchase of consulting services for the installation, testing, and training of a software upgrade that was in compliance with the Code was believed to be ancillary to the purchase and appropriate, as the software developer is the only source for installation, testing and training.  A sole source determination should have been made. Agree, accept recommendation.  Procurement Office believed original software had been purchased in accordance with the Code and did not research further the origin of the original purchase.  During the recent audit it was discovered that the original software was an unlicensed sample that was received bundled with another purchase.

B.
Procurement Consolidation

The following procurements for trash liners should have been combined and processed through a competitive solicitation.

PO 
Date
PO Amount

P100406
07/10/00
              $1,499

P100776
08/10/00
                1,499

P100911
08/24/00
                1,499

P101074
09/13/00
                1,499

P101267
10/05/00
                1,499

P101411
10/25/00
                1,499

P101762
12/14/00
                1,499

P101872
01/12/01
                1,499

P102115
02/16/01
                1,499

P102013
02/01/01
                1,499

P102327
03/20/01
                1,499

P102488
04/05/01
                1,499

P102582
04/19/01
                1,499

P102725
05/09/01
                1,499

P102830
05/24/01
                1,499


The College purchased a total of $22,486 of clear plastic trash can liners during one fiscal year.  Separate purchases were made by the College at different times avoiding the competitive requirements of the Code.  This item should be competed in accordance with the Code and a term contract established.  Section 11-35-1550(1) states procurement requirements must not be artificially divided by governmental bodies.

We recommend the Purchasing Office combine like items that can be identified and seek appropriate levels of competition.  

COLLEGE RESPONSE

Agree, accept recommendation.  Procurement Officer has been counseled and a term contract for trash liners has been competitively solicited.


C.
State Contract Provision Improperly Used
On purchase order 2880 in the amount of $16,186, the College improperly used an exception to the State term contract requirement allowed in Section 11-35-310 (35) to purchase a tri-plex reel mower from a vendor other than the State contract holder.  State term contracts established by the chief procurement officers are mandatory if the contract items meet the agency’s needs except when a purchasing agency is offered the same goods or services at a cost that is at least ten percent lower than the state contract price provided the State contract vendor is given the opportunity to match the lower price.  Since the State term contract price for the mower was $16,471 and the price offered from the non-contract vendor was $16,186, the priced offered the College by the non-contract vendor did not meet the ten-percent or greater savings as claimed by the College.  Therefore, the procurement did not meet the criteria for the State term contract exception.  The College should have procured the mower from the State contract vendor.

We recommend the College apply the ten percent State term contract exception properly.  

COLLEGE RESPONSE

Agree, accept recommendation.  Procurement Officer has been counseled to be more careful in application of ten percent State term contract exception.


D.
Improper Contract Award

On a procurement for a burster/imprinter awarded on purchase order number P902774 in the amount of $18,523, the College improperly allowed the low bidder to change his price after quotes were opened.  After the opening, the vendor informed the College that it made an error by not including pricing for one of the required options in the bid specifications.  The College allowed the vendor to submit a second quote adding $3,706 to its original price.  According to the College, it allowed the bidder to submit a revised quote based on Section 11-35-1520 (7) and Regulation 19-445.2085(A). 

Section 11-35-1520(7) specifically states, "After bid opening no changes in bid prices or other provisions of bids prejudicial to the interest of the State or fair competition shall be permitted."  By allowing a vendor to revise its price after bid opening is a clear violation of this provision.  Further, to exercise any provision in this section of the Code requires a written determination by the chief procurement officer or the head of the agency.  No determination was available in the procurement file.  The vendor should have been declared non-responsive and its bid thrown out of consideration.  Under no circumstances can a procuring agency allow a vendor to change its price after bid opening except a low bidder maybe asked to lower his price in accordance with Section 11-35-1520(10).  Only minor extension errors can be corrected when it is clearly evident that an addition error has occurred in accordance with Section 11-35-1520(13).  Regulation 19-445.2085(B) states:  

To maintain the integrity of the competitive sealed bidding system, a bidder shall not be permitted to correct a bid mistake after bid opening that would cause such bidder to have the low bid unless the mistake in the judgment of the procurement officer is clearly evident from examining the bid document; for example, extension of unit prices or errors in addition.


Since the College allowed the vendor to submit a revised price and then awarded the vendor the contract, the College's action violates the integrity of the bidding system. 


We recommend the College not allow vendors to submit revised prices after bid opening.

COLLEGE RESPONSE

Agree, accept recommendation, however, it was not the College’s intention to violate the integrity of the bidding system.  No change was made that was prejudicial to the interest of the State or fair competition, and allowing the bidder to correct his bid mistake did not cause the bidder to have the low bid.  The bidder’s standing did not change.

E.
Missing Documents

The following contracts were not supported by documentation required in the solicitations. 

PO
Description
PO Amount

P90602
Install chimney liners in flues
$28,950

The solicitation required a mandatory site visit before vendors could bid and no documentation was in the file showing which bidders attended.  The solicitation required vendors to provide a certificate of insurance with certain minimum levels of coverage but it was not available for our review.  The solicitation also required a performance bond but it was not in the bid file.  The solicitation required the vendor to provide a contractor’s license number but the file did not support that one was provided.  Further, the statement of award did not contain the bidders right to protest as required by Section 11-35-1520(10).  

PO
Description
PO Amount

P003693
Services to remove chain link fence
$18,484


The vendor’s contractor license number was not provided.


We recommend the required documentation be maintained.  Without the documentation above, we are unable to determine if the procurements were properly awarded.

COLLEGE RESPONSE

Agree, accept recommendation.  College Procurement staff has been counseled to perform more diligent file completeness review.  The Purchasing Manager will implement sign-off procedures that insure all required documentation is contained in each contract file.  Contractor’s license number not required for this solicitation.  RFQ was in error by requesting license number.


F.
Posting of Award Location Not in Bids


The following solicitations did not contain the award posting location.

Bid #
Description
Solicitation Date
Amount

ITB-01.14
Printing
4/27/01
$69,310

ITB-01-06
Media equipment
2/28/01
  41,810

ITB-01-03
Printing
9/12/00
  54,576

MRO0.18
Athletic soil mixes
12/3/99
  22,105

MRO99.17
Install chimney liners in flues
4/27/99
  28,950


Section 11-35-1520(10) requires the location of the award posting be specified in the solicitation.  


We recommend the award posting location be included in all sealed bid solicitations.

COLLEGE RESPONSE

Agree, accept recommendation.  This was an administrative error and has been corrected.  All Procurement Officers are now using same RFQ and IFB package framework with common posting location information.


G.
Internal Procurement Policies and Procedures Manual


The College failed to provide us its internal procurement policies and procedures manual.  Regulation 19-445.2020 requires a review of the internal procurement procedures manual to be considered for certification.  The purpose of our review is to determine that internal policies and procedures are consistent with the South Carolina Consolidated Procurement Code and ensuing Regulations.  


Before our office can recommend procurement certification, the College must submit a manual for our review and approval.

COLLEGE RESPONSE

The College has provided its Procurement Policies and Procedures Manual for review.

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 College of Charleston in compliance with the South Carolina Consolidated Procurement Code and ensuing regulations.


Under the authority described in section 11-35-1210 of the Code, subject to this corrective action, we will recommend recertification for three years at the levels below:

PROCUREMENT AREAS
RECOMMENDED CERTIFICATION LIMITS

Goods and Services
                           *$100,000 per commitment

Consultant Services
                           *$100,000 per commitment

Information Technology
                           *$100,000 per commitment

Construction Contract Award
                             $  25,000 per commitment

Construction Contract Change Order
                             $  25,000 per change order

A/E Contract Amendment
                             $    5,000 per amendment

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



Audit Manager
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Larry G. Sorrell, Manager
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January 7, 2002

Mr. R. Voight Shealy

Materials Management Officer

Materials Management Office

1201 Main Street, Suite 600

Columbia, South Carolina 29201

Dear Voight:

We have reviewed the response from the College of Charleston to our audit report for the period of July 1, 1998 – June 30, 2001.  Also we have followed the College’s corrective action during and subsequent to our fieldwork.  We are satisfied that the College 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 College of Charleston the certification limits noted in our report for a period of three years.

Sincerely,
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Larry G. Sorrell, Manager

Audit and Certification
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