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September 14, 2001

Mr. George N. Dorn, Director

Office of General Services

1201 Main Street, Suite 420

Columbia, South Carolina 29201

Dear George:

I have attached the audit report for Williamsburg Technical College.  Since we are not recommending any certification above the basic $5,000 allowed by the Code, no action is required by the Budget and Control Board.  Therefore, I recommend that the report be presented to the Budget and Control Board as information.

Sincerely,
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R. Voight Shealy

Materials Management Officer
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July 15, 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 Williamsburg Technical College for the period July 1, 1999 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 Consolidated Procurement Code, State regulations and internal 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 Williamsburg Technical College 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 Williamsburg Technical College 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 Williamsburg Technical College.  Our on-site review was conducted June 18-26, 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 in promoting the underlying purposes and policies of the Code as outlined in Section 11-35-20, which include:

(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

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 Williamsburg Technical College 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 of procurement transactions from the period July 1, 1999 through June 14, 2001 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, review of the following:

(1) All sole source, emergency and trade-in sale procurements from the period July 1, 1999 through June 30, 2001

(2) Procurement transactions for the period July 1, 1999 through June 14, 2001 as follows:

a)
Thirty-five expenditures reviewed for compliance to the Code

b) A block sample of 125 vouchers filed by vendor reviewed for order splitting and favored vendors

(3) Two permanent improvement construction projects and two Architectural/Engineer contracts reviewed for compliance with the Manual for Planning and Execution of State Permanent Improvements
(4) Surplus property  procedures

(5) Minority Business Enterprise Plan and report

(6) Most recent Information Technology Plan

(7) Internal procurement procedures manual

(8) File documentation and evidence of competition

RESULTS OF EXAMINATION


The Office of Audit and Certification performed an examination of the internal procurement policies and procedures of Williamsburg Technical College, hereinafter referred to as the College, for the period July 1, 1999 to June 30, 2001.  Our on-site review was conducted June 18-26, 2001 and was made under the authority described in Section 11-35-1230(1) of the South Carolina Consolidated Procurement Code and Regulation 19-334.2020.


Since our previous audit in 1996, the College has maintained what we consider to be a professional, efficient procurement system.  We did note, however, the following items which should be addressed by management. 

Procurements Without Competition


We noted the following procurements that were not supported by solicitations of competition, sole source or emergency procurement determination, or state contract reference.  

	Check 
	PO 
	Amount
	Description

	1226
	P0000099
	          $2,279
	Office supplies

	96362
	Various POs
	            2,928
	Office supplies

	94170
	160081
	            4,880
	Transportation service

	2945
	P0000882
	            3,984
	Inventory scanner

	96761
	160751
	            1,559
	Maintenance agreement



We learned that the College has an exclusive agreement with an office supply vendor to provide most of the College’s office supply needs.  Those supplies are provided through the College bookstore.  Since the bookstore is set up to sell its supplies for profit through commercial resale, the College treated the office supply contract as exempt from the Code.  However, the exemption only applies for items purchased that are to be sold commercially.  Items that are procured by the bookstore and resold to the College must be competed in accordance with the Code.  Since the College decided to have an exclusive agreement to provide most of its office supplies with one vendor, that agreement must be competed.  Other agencies and colleges have similar competed agreements referred to as prime vendor contracts.


The transportation service possibly should have been procured as a sole source.  A subsequent procurement for this service was appropriately procured as a sole source.  However, no procurement action was taken on the purchase order above.


The State Board for Technical and Comprehensive Education, who oversees the technical college system, decided to standardize all of the colleges’ fixed asset inventory systems.  In doing so, the State Board opted for a bar code scanner system for all the colleges.  As a result of research, the State Board determined that only one scanner system would meet its needs and declared the procurement a sole source.  However, the College was responsible for making the procurement of its scanner system, not the State Board.  No one at the State Board has authority to commit the College to a contract.  As a result, the sole source authorization prepared by the State Board did not apply.  The College should have prepared its own sole source determination and had it authorized by an appropriate official at the College.


Finally, since the maintenance agreement exceeded $1,500, some type of procurement action should have been taken.  Either three verbal quotes should have been solicited, or if appropriate, a sole source should have been prepared.


We recommend that the procurements noted above be procured in accordance with the  Code.

COLLEGE RESPONSE

The two items described as office supplies were treated as Bookstore purchases. In the future, will obtain three quotes and document the same for any purchases over $1,500.

Purchase order 160081 for transportation service and purchase order 160751 were sole sources, but the sole source information was not attached to the procurement.  In the future we will sole source the procurement or handle it in a manner that it is appropriate to the situation.

The inventory scanner purchased under purchase order 882 was one that all of the technical colleges were expected to purchase to coincide with the fixed asset reporting needed by State Board for Technical and Comprehensive Education.  When the scanner was purchased, which was an upgrade from a scanner purchased in approximately 1991, State Board Inventory Control Department was contacted and a request was made for the authority to purchase the scanner. A sole source number was given and we used that as our authority to purchase the scanner.  We felt that State Board was requiring the scanner and we were purchasing the same under its auspices as we have other purchases in the past.  This will be rectified by our sole sourcing this type of purchase at Williamsburg Technical College in the future.

Internal Controls


Our testing revealed two weaknesses in internal controls that need strengthening.  On purchase order B0000003 in the amount of $8,319 for printing services, the purchase order did not include enough information for us to reconcile the invoice and neither could Accounts Payable.  Based on other contract documents, we determined the College over paid the invoice by $53.85. 


 We recommend sufficient detail be included on purchase orders to allow Accounts Payable to verify invoice amounts.


The College paid freight on two invoices even though the purchase order default freight terms are stated as F.O.B. Destination.  In other words the vendor bears all freight costs and liability until the College accepts the delivery.  

	Check
	      PO
	Amount
	Freight Amount
	Description

	1789
	P0000397
	$2,806
	$196.40
	Books

	2945
	P0000882
	  3,984
	    37.94
	Scanner



We recommend freight charges not be paid unless authorized by the purchase order.  Accounts Payable should receive a change order, whether formal or informal, from the procurement officer when it is determined freight charges are due before paying those charges.

COLLEGE RESPONSE

In the future, purchase orders will show sufficient information in the description so the Accounts Payable will be able to discern the terms and conditions under which they will pay the procurement.

In the future when we are not able to obtain the freight charges on a purchase, we will show an estimated freight charge in the description of the purchase order.

Surplus Property


We reviewed the most recent surplus property turn in document (TID) approved by the State Surplus Property Management Office.  The TID was prepared in October of 2000.  The most recent TID before that was dated in 1995.  Because the College has not been turning in its surplus property on a more timely basis, the surplus property storage area was full. 


 We recommend the College dispose of its surplus and junk through coordination with the Surplus Property Management Office in a more timely manner.

COLLEGE RESPONSE

We are now in the process of contacting the State Surplus Property Office to coordinate with them the turning in of our surplus property.

Minority Business Enterprise Quarterly Reports Not Submitted


The College has not been preparing its Minority Business Enterprise (MBE) quarterly progress reports for submittal to the State Board for Technical and Comprehensive Education.  The State Board is responsible for compiling that information on behalf of all the technical colleges and reporting it to the Governor’s Office.  Section 11-35-5240 of the Code requires that progress reports be submitted to the Governor’s office not later than ten days after the end of each quarter.  


We recommend the College submit its MBE quarterly progress reports to the State Board so the State Board can report that information to the Governor’s Office.

COLLEGE RESPONSE

The Minority Business Enterprise quarterly report will be sent on a quarterly basis to State Board for Technical and Comprehensive Education for their compilation.

CONCLUSION


As enumerated in our transmittal letter, corrective action based on the recommendations described in this report will in all materials respects place Williamsburg Technical College in compliance with the Consolidated Procurement Code and ensuing regulations.


The College has not requested increased procurement certification above the basic limit of $5,000 allowed by the Code.  Subject to corrective action listed in this report, we will recommend Williamsburg Technical College be allowed to continue procuring all goods and services, consultant services, construction services and information technology up to the basic level of $5,000 as allowed by the South Carolina Consolidated Procurement Code and accompanying regulations. 
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Robert J. Aycock, IV


Audit Manager
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Larry G. Sorrell, Manager
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September 14, 2001

Mr. R. Voight Shealy

Materials Management Officer

Materials Management Office

1201 Main Street, Suite 600

Columbia, South Carolina 29201

Dear Voight:

We have reviewed Williamsburg Technical College’s response to our audit report for July 1, 1999 – June 30, 2001.  Also, we have followed the College’s corrective action during and subsequent to our field work.  We are satisfied that the College has corrected the problem areas and the internal controls over the procurement system are adequate.

Additional certification was not requested.  Therefore, we recommend the College be allowed to continue procuring all goods and services, construction services, information technology and consulting services up to the basic level of outlined in the Code.

Sincerely,
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Larry G. Sorrell, Manager

Audit and Certification
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