2. the Final Bond Resolution
3. a Petition of the Authority to the SFAA,;

4, a form of the approving Resolution to be considered for adoption by the SFAA on August
30, 2022;

5. aform of a Notice of Action;
6. a form of bond counsel’s opinion letter
7. 42M Letter; and

8. Private Participant Disclosure Forms.

Financing Structure

The Authority plans issue to issue the Bonds pursuant to a Trust Indenture (“Indenture”) between the
Authority and a trustee (“Trustee”) under the Fannie Mae MTEB (MBS as Tax Exempt Bond Collateral)
program. The proceeds of the Bonds will be used to make a loan to purchase a mortgage backed security
(“MBS”) issued by Fannie Mae, which is matched to a simultaneous mortgage loan (“Mortgage Loan™)
made to the Housing Sponsor by Regions Bank, a Fannie Mae lender (“Mortgage Lender”). Under the
MTEB program, the Mortgage Lender underwrites the transaction based on Fannie Mae requirements and
all of the Bond Documents are Fannie Mae based forms.

The MBS will be held by the Trustee and pledged under the terms of the Indenture as security for the
payment of the Bonds. The proceeds of the Mortgage Loan will be used to acquire, rehabilitate and equip
the Project. The Housing Sponsor will make payments on the Mortgage Loan from the revenues of the
Project to the Mortgage Lender, which will then pass such payments from the Housing Sponsor through to
the Trustee to make payments on the Bonds. The MBS ensures the payment in full of debt service on the
Bonds.

The Project will also be subject to an Agreement as to Restrictive Covenants, which will restrict
occupancy at the Project to those who qualify as low-income tenants as defined by the HUD (“Beneficiary
Class”). The Housing Sponsor will also enter into a Management Agreement which requires that the units
at the Project be rented to those in the Beneficiary Class.

In the Petition, the Authority has requested the SFAA delegate to the State Treasurer the power to
grant, on behalf of the SFAA, the final approval for the issuance of the Bonds following receipt by the State
Treasurer of information with respect to the final details of the Bonds (including the final size, date, maturity
schedule, and repayment provisions), the annual debt service requirements of the Authority on all of its
outstanding bonds and notes, and the method to be employed in selling the Bonds. Pursuant to Section 31-
13-220 of the Code, this information will be provided to the State Treasurer, as the designee of the SFAA,
prior to the issuance of the Bonds.

Finally, a New Debt Information Form with respect to the Bonds will be submitted to the Office of
the State Treasurer under separate cover, and I will provide you with a copy.

Thank you for your assistance. Please do not hesitate to contact me if you have any questions or need
any additional information,

Sincerely,

Ve

Emily W. Zackon
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BOND TRANSMITTAL FORM

TO: Delbert H. Singleton, Jr., Authority Secretary DATE: 8/23/2022
State Fiscal Accountability Authority
600 Wade Hampton Building (29201) Submitted for SFAA Meeting on:
P.O. Box 12444 8/30/2022
Columbia, SC 29211

FROM: Parker Poe Adams & Bernstein LLP

1221 Main Street, Suite 1100
Columbia, South Carolina 29201
803-253-6867

RE: South Carolina State Housing Finance and Development Authority Tax-Exempt Mortgage-
backed Bonds (Shannon Park Apartments Project) (M-TEMS) Series 2022(FN)

Project Issue Date: 9/15/2022
Project Name: Shannon Park Apartments Project
Project Description: See Attachment A

Employment as a result of the project: Click or tap here to enter text.

YES | NO [ AMOUNT

Ceiling Allocation X 0 | $20,000,000 (carryforward)
Refunding Involved O X | $ Click or tap here to enter text.

Project Approved Previously O X | $ Click or tap here to enter text.

Documents enclosed (executed original and two copies of each):

(ALL documncnts required for state law approval; A and C only for ceiling allocatron only.)

A. Petition
B. X Resolution or Ordinance
C. X Inducement Resolution or comparable preliminary approval
D Department of Health and Environmental Control Certificate i/ required
E X State Fiscal Accountability Authority Resolution and Public Notice (origmal)
Plus __ copies for certification and return to bond counscl
F. X Draft bond counsel opinion letter
G O Processing Fee
Amount: $Click or tap here to enter text. Check No: Click or tap here to enter text.
Payor: Click or tap here to enter text.
H. O No Pnvate Participant will be known at the time the Authority considers this agenda item.
] X This agenda item 1s accompanied by the applicable Private Party Disclosure form for each private

participant.
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Bond Counsel: Parker Poe Adams & Bernstein LLP
"yped Name of Bond Counscl

By: Gl
;?ﬁ':{c'{_’ '{fll Mfeeam s
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ATTACHMENT A TO TRANSMITTAL FORM

The South Carolina State Housing Finance and Development Authority (“Housing Authority”), has proposed
to issue its Multifamily Tax-Exempt Mortgage-backed Bonds (Shannon Park Apartments Project) (M-TEMS)
Series 2022 (FN), in the aggregate principal amount of not exceeding $20,000,000 for the purpose of acquiring a
guaranteed mortgage pass-through certificate in connection with the financing of the acquisition and rehabilitation
by Standard Shannon Venture, LP, a South Carolina limited partnership (the “Sponsor™) of an approximately 96-
unit affordable housing development located in Goose Creek, Berkeley County, South Carolina to be known as the
Shannon Park Apartments Project (collectively, the “Project”). The Project will provide housing for families
earning 60% or less of the area median income.
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RESOLUTION

A RESOLUTION AUTHORIZING THE SALE, ISSUANCE,
EXECUTION AND DELIVERY OF NOT TO EXCEED $20,000,000 IN
AGGREGATE PRINCIPAL AMOUNT OF MULTIFAMILY TAX-
EXEMPT MORTGAGE-BACKED BONDS OF THE SOUTH
CAROLINA STATE HOUSING FINANCE AND DEVELOPMENT
AUTHORITY FOR THE SHANNON PARK APARTMENTS
PROJECT; AUTHORIZING THE EXECUTION AND DELIVERY
OF DOCUMENTS RELATING THERETO; AUTHORIZING
PROPER OFFICERS TO DO ALL THINGS NECESSARY OR
ADVISABLE; AND OTHER MATTERS INCIDENTAL THERETO.

WHEREAS, the South Carolina State Housing Finance and Development Authority
(the “Authority”) is authorized and empowered under and pursuant to the provisions of Title 31,
Chapter 13, of the Code of Laws of South Carolina, 1976, as amended (the “Acf”), upon making
determinations that sufficient persons or families of either beneficiary class (as defined by the Act)
(the “Beneficiary Classes™) are unable to pay the amounts at which private enterprise is providing
decent, safe and sanitary housing, and that through the exercise of one or more of the programs
authorized by the Act, decent, safe and sanitary housing would become available to members of
the Beneficiary Classes in need therefor, to issue notes or bonds in order to alleviate the lack of
decent, safe and sanitary housing available to the members of the Beneficiary Classes; and

WHEREAS, the Authority is further authorized by the Act to use the proceeds of such
notes or bonds to purchase federally insured or guaranteed mortgages from mortgage lenders
which will use the proceeds of the sale of the mortgages to originate new mortgage loans to housing
sponsors for the construction or rehabilitation of residential housing for rental or purchase by the
Beneficiary Classes; and

WHEREAS, Standard Shannon Venture, LP (the “Housing Sponsor”), has represented to
the Authority that it desires to acquire, rehabilitate and equip a multifamily housing development
located in the City of Goose Creek, Berkeley County, South Carolina known as the Shannon Park
Apartments Project, consisting of a total of approximately 96 units (the “Project”) and has
requested the assistance of the Authority in the financing thereof through the issuance of its bonds;
and

WHEREAS, pursuant to and in accordance with the Act, the Authority desires to issue, in
one or more series, its not exceeding $20,000,000 aggregate principal amount Multifamily Tax-
Exempt Mortgage-backed Bonds (M-TEMS) Series 2022 (the “Bonds”) for the Project, pursuant
to this Resolution (this “Resolution”), and an Indenture of Trust (the “Trust Indenture), between
the Authority, and Zions Bancorporation, National Association, as trustee (the “Trustee”), in order
to (i) provide funds to finance the costs of the Project, and (ii) pay the costs of issuance of the
Bonds; and

WHEREAS, in furtherance of the purposes of the Act and in order to provide decent, safe
and sanitary housing to members of the Beneficiary Classes, the Authority proposes to finance the
costs of the Project by lending the proceeds derived from the sale of the Bonds pursuant to a
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Financing Agreement (the “Financing Agreement”), by and among the Authority, the Trustee and
the Housing Sponsor for the purpose of acquiring a guaranteed mortgage pass-through certificate;
and

WHEREAS, the terms of the Financing Agreement will require the Housing Sponsor to
make loan payments sufficient to pay when due the principal, premium (if any), and interest on
the Bonds and related fees, costs and expenses and thereby provide a revenue source with which
to pay the Bonds; and

WHEREAS, the Project will be subject to an Agreement as to Restrictive Covenants,
which will require that the Project be operated in accordance with Section 142(d) of the Internal
Revenue Code of 1986, as amended;

WHEREAS, it has been presently determined that the estimated amount necessary to
finance the cost of the Project, including necessary expenses incidental to the issuance of the
Bonds, will require the issuance, sale and delivery of the Bonds in the amount not to exceed
$20,000,000; and

WHEREAS, in accordance with the Act, Authority staff (a) has reviewed and
recommended the Project based on its review, and (b) has approved the items which may be
included in any required charges (rent plus any other mandatory payments) to occupants of the
Project; and

WHEREAS, prior to issuing the Bonds, the Authority must obtain the approval of the State
Fiscal Accountability Authority (“SFAA™); and

WHEREAS, there has been prepared for review and consideration by the Authority the
forms of the Financing Agreement, the Trust Indenture, and the Regulatory Agreement; and

WHEREAS, it appears that the Financing Agreement and the Trust Indenture , which are
now before this meeting for consideration, are in substantially final form and are appropriate
instruments to be executed and delivered by the Authority for the purposes intended.

NOW, THEREFORE, BE IT RESOLVED, by the Authority as follows:

Section 1. In order to provide decent, safe and sanitary housing to members of the
Beneficiary Classes, the issuance of the Bonds and the loan of the proceeds thereof for the Project
is hereby authorized, ratified and approved.

Section 2. The Bonds shall be in substantially the form set forth in the Trust Indenture,
now before this meeting, with necessary or appropriate variations, omissions and insertions as
permitted or required by the Trust Indenture. The form, terms and provisions of the Bonds
presented to this meeting and filed with the Executive Director of the Authority (the “Executive
Director”) are hereby approved, and all of the terms, provisions and conditions thereof are hereby
incorporated by reference as if set out in this Resolution in their entirety. The Chairman
(“Chairman”) or Vice Chairman (“Vice-Chairman”) of the Board of Commissioners of the
Authority (“Beard”), the Executive Director, or any of them, are hereby authorized, empowered
and directed to execute, by manual, facsimile or electronic signature, and deliver the Bonds to the
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Trustee, and the Secretary or Assistant Secretary of the Board (collectively, “Secretary”) are each
hereby authorized and directed to affix the corporate seal of the Authority to the Bonds. The Bonds
are to be in substantially the form now before this meeting and hereby approved, or with such
changes, insertions and omissions therein as may be deemed necessary or convenient by the
Chairman, Vice Chairman or Executive Director executing the same, said execution to constitute
conclusive evidence of such approval. In case the officers whose signatures shall appear on the
Bonds shall cease to be such officers before the delivery of the Bonds, such signatures shall
nevertheless be valid and sufficient for all purposes, the same as if such officers had remained in
office until delivery.

Section 3. The Bonds shall be a limited obligation of the Authority payable by the
Authority solely from the Trust Estate (as defined in the Trust Indenture). The Bonds does not and
shall never constitute a debt, grant or loan of the State of South Carolina (“State”) or any political
subdivision thereof within the meaning of any State constitutional provision or statutory limitation
(other than Article X, Section 13(9) of the Constitution of the State of South Carolina, 1895, as
amended, authorizing indebtedness for any public purpose payable solely from a revenue-
producing project), nor give rise to a pecuniary liability as a result of the issuance thereof. The
Bonds and the interest thereon are not payable out of any funds other than those of the Authority
specified therefor, nor are they secured by or payable from the full faith, credit and taxing power
of the State. The holders of the Mortgage Note must look solely to the Housing Sponsor to make
payments under the Mortgage Note fully sufficient to pay principal of, premium, if any, and
interest on the Bonds.

Section 4. The Chairman and the Executive Director of the Authority are hereby
authorized to sell the Bonds to a purchaser to be designated by the Executive Director (the
“Purchaser”) pursuant to the terms and conditions of a term sheet, purchase contract or funding
agreement which shall contain the terms and conditions acceptable to the Authority for the sale of
its notes and bonds or as are approved by the Executive Director on receipt of advice from counsel
to the Authority. The authority hereby conferred may be exercised as long as the interest rate of
the Bonds does not exceed the limitations or contravene the conditions as described in the Act.

Section 5. Nothing in this Resolution or any other document executed in connection
with the issuance of the Bonds shall be construed as an obligation or commitment by the Authority
to expend any of its funds other than (i) the proceeds of the Bonds, (ii) the revenues derived by the
Authority from the Financing Agreement, (iii) any proceeds accruing to the Authority on account
of insurance on the Project, (iv) any moneys accruing to the Authority on account of any taking or
condemnation of title to all or part of any of the Project, and (v) any moneys arising out of the
investment or reinvestment of said proceeds, revenues or moneys.

Section 6. The Trust Indenture as submitted herewith is hereby approved. The Trustee
is hereby appointed as trustee. The Chairman, Vice Chairman, the Executive Director or any of
them are hereby authorized and directed to execute and deliver the Trust Indenture with such
changes, insertions and omissions as they deem necessary or convenient, said execution being
conclusive evidence of such approval; and the Secretary is hereby authorized and directed to affix
the corporate seal of the Authority to the Trust Indenture.
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Section 7. The Financing Agreement as submitted herewith is hereby approved. The
Chairman, Vice Chairman, the Executive Director or either of them are hereby authorized and
directed to execute and deliver the Financing Agreement with such changes, insertions and
omissions as they deem necessary or convenient, said execution being conclusive evidence of such
approval.

Section 8. The Chairman, Vice Chairman, the Executive Director, or any other proper
officer of the Authority, be and each of them is hereby authorized and directed to execute and
deliver any and all documents and instruments and to do and to cause to be done any and all acts
and things necessary or proper for carrying out the transactions contemplated by this Resolution
as may be recommended by legal counsel to the Authority; including, without limitation, the
execution and delivery of any tax agreement, mortgage, assignment, bond purchase or placement
agreement or agreement as to restrictive covenants customarily used in the transactions
contemplated by the Financing Agreement and the Trust Indenture.

Section 9. The Trustee is hereby authorized to receive and receipt for the proceeds of
the Bonds on behalf of the Authority and to hold, invest and disburse said proceeds in accordance
with the provisions of the Financing Agreement and the Trust Indenture.

Section 10. No recourse shall be had for the enforcement of any obligation, covenant,
promise or agreement of the Authority contained in this Resolution, the Bonds or any other
document executed in connection therewith against any officer of the Authority or employee, as
such, in his or her individual capacity, past, present or future, of the Authority, either directly or
through the Authority, whether by virtue of any constitutional provision, statute or rule or law, or
by the enforcement of any assessment or penalty or otherwise, it being expressly agreed and
understood that this Resolution, the Bonds and all other documents referred to herein are solely
corporate obligations, and that no personal liability whatsoever shall attach to, or be incurred by,
any officer of the Authority, employee as such, past, present or future, of the Authority, either
directly or by reason of any of the obligations, covenants, promises, or agreements entered into
between the Authority and the Trustee or the bondholder or to be implied therefrom as being
supplemental hereto or thereto, and that all personal liability of that character against every such
member, officer and employee is, by the adoption of this Resolution and the execution of the Bonds
or any other documents referred to herein and as a condition of, and as a part of the consideration
for, the adoption of this Resolution and the execution of the Bonds or any other documents referred
to herein, expressly waived and released. The immunity of officers of the Authority and employees
of the Authority under the provisions contained in this section shall survive the termination of this
Resolution.

Section 11. This Resolution shall be construed and interpreted in accordance with the
laws of the State.

Section 12. This Resolution shall become effective immediately upon its adoption by the
Board and no prior or further action of the Board shall be required; however, the issuance of the
Bonds shall be conditioned on the receipt of approval by the SFAA as required by the Act. The
Chairman, the Executive Director, counsel to the Authority, or any of them, working with bond
counsel are authorized and directed to prepare and present to the SFAA a petition for approval
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prescribed by Section 31-13-220 of the Act, the form of which shall be approved by counsel to the
Authority.

Section 13. Following underwriting and evaluation of the Project, there is hereby granted
and definitively recommended an allocation of carryforward private activity bond ceiling in the
amount of $20,000,000 to support the issuance of the Bonds authorized by this Resolution.

Section 14. The provisions of this Resolution are hereby declared to be separable and if
any section, phrase or provision shall for any reason be declared by a court of competent
Jurisdiction to be invalid or unenforceable, such declaration shall not affect the validity of the
remainder of the sections, phrases and provisions hereunder.

Section 15. All orders, resolutions, and parts thereof in conflict herewith are, to the extent
of such conflict, hereby repealed and this Resolution shall take effect and be in full force from and
after its passage and approval.
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STATE OF SOUTH CAROLINA
COUNTY OF LEXINGTON

I, the undersigned Secretary of the South Carolina State Housing Finance and Development
Authority (the “Authority”) do hereby certify that I am the duly qualified and acting Secretary to
the Authority and as such further certify that attached hereto is a true and correct copy of the
Resolution adopted by the Board of Commissioners of the Authority at a meeting duly called and
held on July 14, 2022, at which meeting a quorum was present and acting throughout, and that said
Resolution has not been modified, amended or repealed and is in full force and effect on the date
hereof.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed the official seal of the
Authority effective July 14, 2022.

SOUTH CAROLINA STATE HOUSING
FINANCE AND DEVELOPMENT AUTHORITY

By:M
onita Shropshire, Secretary

Board of Commissioners
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A RESOLUTION APPROVING THE ISSUANCE BY THE SOUTH
CAROLINA STATE HOUSING FINANCE AND DEVELOPMENT
AUTHORITY OF ITS MULTIFAMILY HOUSING REVENUE
BONDS (SHANNON PARK APARTMENTS PROJECT) SERIES 2022
AND OTHER MATTERS RELATED THERETO

WHEREAS, it is provided by the South Carolina State Housing Finance and Development
Authority Act of 1977, as amended (the “Act”), that, upon approval of the State Fiscal Accountability
Authority of South Carolina (the “SFAA”), the South Carolina State Housing Finance and Development
Authority (the “Authority”) may issue from time to time bonds or notes for the purpose of obtaining funds
with which to make (1) construction or rehabilitation loans secured by mortgages of housing sponsors; and
(2) permanent mortgage loans to housing sponsors who agree to and shall be required to provide
construction or rehabilitation of residential housing for rental to persons or families of either Beneficiary
Class, as defined in the Act; however, with respect to any particular issue of notes or bonds, one of the
following conditions must be met: (a) if there is a public distribution of the notes or bonds, the issue must
be rated by one or more of the national rating agencies, and one of more of the additional following
conditions must be met: (i) there must be in effect a Federal program providing assistance in repayment of
such loans; (ii) the proceeds must be used to acquire either Federally insured mortgage loans or mortgage
loans insured by a private mortgage insurer authorized to do business in the State of South Carolina; (iii)
the payment of the notes or bonds to the purchasers and holders of them must be assured by the maintenance
of adequate reserves or insurance or a guaranty from a responsible entity which has been determined to be
sufficient by the SFAA; or (b) if the notes or bonds are secured by a mortgage or other security agreement
and are offered and sold as a unit with such mortgage or other security agreement in transactions with banks,
institutional investors, or to other non-registered persons as provided in Section 35-1-202(11)(A) of the
Code of Laws of South Carolina, 1976, as amended, the documents pursuant to which the notes or bonds
are issued must permit the Authority to avoid any default by it by completing an assignment of, or foregoing
its right with respect to any collateral or security pledged to secure the notes or bonds; and

WHEREAS, Standard Shannon Venture, LP, a South Carolina limited partnership (the “Sponsor™),
has requested the Authority to assist it in an undertaking to acquire, rehabilitate and equip an approximately
96-unit multifamily affordable housing development in Berkeley County, South Carolina (the “Project™);
and

WHEREAS, in order to provide money to finance the Project, the Authority proposes to issue its
revenue bonds to be known as South Carolina State Housing Finance and Development Authority
Multifamily Tax-Exempt Mortgage-backed Bonds (M-TEMS) Series 2022 (FN) in an aggregate principal
amount of not exceeding $18,000,000 (the “Bonds™); and

WHEREAS, the Authority has presented to the SFAA its Petition (the “Petition”), which sets forth
certain information with respect to the Bonds.

NOW, THEREFORE, BE IT RESOLVED BY THE STATE FISCAL ACCOUNTABILITY
AUTHORITY IN MEETING DULY ASSEMBLED:

Section 1. Approval is granted to the undertaking of the Authority as outlined in the Petition.

Section 2. Subject to the conditions set forth in Section 3, approval is hereby granted by the
SFAA to the execution and delivery by the Authority of its Bonds to be designated as South Carolina State
Housing Finance and Development Authority Multifamily Tax-Exempt Mortgage-backed Bonds (M-
TEMS) Series 2022 (FN) or such other designation as the Board of Commissioners of the Authority may
determine, in the principal amount of not exceeding $18,000,000.



Section 3. The approval of the SFAA is conditioned on the following:

(a) The Authority shall have provided to the State Treasurer, to the extent not previously
provided herein or otherwise, the final information required to be submitted to the SFAA by the provisions
of Section 31-3-220, to wit:

1) the principal amount of the Bonds to be issued,;

(ii) the maturity schedule of the Bonds to be issued;

(iii)  a schedule showing the annual debt service requirements of all outstanding notes
and bonds of the Authority;

(iv)  aschedule showing the amount and source of revenues available for the payment
of debt service on the notes and bonds referenced in item (iii); and

(v) the method to be employed in selling the Bonds;

(b) The approval of the State Treasurer of the form and substance of the Bonds and of such
documents as he deems necessary therefore;

(c) The State Treasurer shall find and determine that the funds estimated to be available for
the repayment of the Authority’s notes and bonds, including the Bonds, will be sufficient to provide for the
payment of the principal and interest thereon;

(d) The documents pursuant to which the Bonds are being issued shall provide that all
expenses, costs, and fees of the Authority in connection with the issuance of the Bonds, including legal
fees, printing, and all disbursements shall be paid by the Sponsor; and

(e) To the extent required, the final approval by the Governor as the elected official of the
State of South Carolina for purposes of Section 142(f) of the Internal Revenue Code of 1986, as amended.

Section 4. This Resolution shall take effect immediately upon its adoption.



STATE OF SOUTH CAROLINA )
) PETITION
COUNTY OF LEXINGTON )
)
TO THE STATE FISCAL ACCOUNTABILITY ) SHANNON PARK
AUTHORITY OF SOUTH CAROLINA ) APARTMENTS PROJECT
)

The South Carolina State Housing Finance and Development Authority (the “Authority”) submits this
petition to the State Fiscal Accountability Authority of South Carolina (the “SFAA™) pursuant to the South
Carolina State Housing Finance and Development Authority Act of 1977, Act No. 76 of the Acts and Joint
Resolutions of the General Assembly of 1977, as amended (the “Acf”) and respectfully shows:

I The Act, among other things, provides that whenever the Authority has determined by
resolution that sufficient persons and families of either beneficiary class (as defined in the Act) (the
“Beneficiary Classes™) are unable to pay the amounts at which private enterprise is providing decent, safe
and sanitary housing and that through the exercise of one or more of the programs authorized by the Act,
decent, safe and sanitary housing will become available to members of the Beneficiary Classes in need
therefore, then, on receipt of approval from the SFAA, the Authority is authorized, subject to the conditions
set forth in the Act, to issue from time to time its notes or bonds for the purpose of, among other things,
obtaining funds with which to purchase federally insured or guaranteed mortgages from mortgage lenders
which will use the proceeds of the sale of the mortgages to originate new mortgage loans to housing
sponsors for the construction or rehabilitation of residential housing for rental or purchase by the
Beneficiary Classes.

2, Standard Shannon Venture LP (the “Sponsor”), has applied to and requested the Authority
to assist the Sponsor by issuing bonds, anticipated to be designated as South Carolina State Housing Finance
and Development Authority Multifamily Tax-Exempt Mortgage-backed Bonds (Shannon Park Apartments
Project) (M-TEMS) Series 2022 (FN) (“Bonds™), in the aggregate principal amount of not exceeding
$20,000,000 for the acquisition and rehabilitation of a 96-unit affordable housing development located in
the City of Goose Creek, Berkeley County, South Carolina, to be known as Shannon Park Apartments (the
“Project”).

3, The Authority has approved the issuance and sale of the Bonds pursuant to a resolution
adopted July 14, 2022 (the “Resolution™) adopted by the Board of the Commissioners of the Authority
(“Board™), to provide funds to acquire a guaranteed mortgage pass-through certificate in connection with
the acquisition and rehabilitation of the Project.

4. The Board has made a definitive recommendation for an allocation of carryforward private
activity bond ceiling in the amount of $20,000,000 to support the issuance of the Bonds authorized by the
Resolution.

5. The Authority will take steps necessary to comply with the requirements of Section 142 of

the Internal Revenue Code of 1986, as amended. "

6. The net interest rate to be borne by the Bonds has not been determined. The interest rate
will not exceed the limitations or contravene the conditions described in the Act.
7. The trustee for the issue and the size, date, maturity schedule, payment dates and repayment

provisions with respect to the Bonds shall be finally determined prior to the date the Bonds is issued. As
soon as these matters are finally determined, a precise schedule thereof shall be presented to the SFAA or
its designee as provided by the Act.
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8. The Authority requests that the SFAA delegate to the State Treasurer as its designee and
delegate to the State Treasurer the ability to approve the interest rate on the Bonds and to grant on behalf
of the SFAA final approval for the issuance of the Bonds. Prior to the issuance of the Bonds, the Authority
shall have provided to the State Treasurer, to the extent not previously provided herein or otherwise, the
information required to be submitted to the SFAA by the provisions of Section 31-13-220, to wit:

(a) the principal amount of the Bonds to be issued;

(b) the maturity schedule of the Bonds to be issued;

(c) a schedule showing the annual debt service requirements of all outstanding bonds
of the Authority;

(d) a schedule showing the amount and source of revenues available for the payment
of debt service on said bonds;

(e) the method to be employed in selling the Bonds.

9. The Bonds will be a special obligation of the Authority secured by and payable solely from
monies, income and receipts of the Authority pledged under the Resolution and the trust indenture with
respect thereto.

10. A schedule showing the annual debt service requirements of all outstanding bonds of the
Authority and source of revenues available for the payment of such debt service requirements has
previously been provided to the SFAA.

11 The Authority will produce any further information with respect to the Bonds required by
the SFAA.

WHEREFORE, on the basis of the foregoing, the Authority prays that the SFAA preliminarily
approve the issuance of the Bonds in the aggregate principal amount set forth above for the purpose of
financing the acquisition, construction and equipping of the Project, establishing necessary reserve funds,
and paying the costs and expenses incurred in connection with the issuance of the Bonds.

Respectfully submitted,

SOUTH CAROLINA STATE HOUSING FINANCE
AND DEVELOPMENT AUTHORITY

\hwﬂc-e“ﬁ“"

Tracey C. Easfon
General Counsel

July 20 2022
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Atlanta, GA
Greenville, SC
Charlotte, NC
Columbia, SC
Greenville, SC
Raleigh, NC
Spartanburg, SC
Washington, DC

[Closing Date], 2022

Board of Commissioners

South Carolina State Housing
Finance and Development Authority
Lexington, South Carolina

Regions Bank
[City, State]

Re:

3[20,000,000]
South Carolina State Housing Finance and Development Authority
Multifamily Tax-Exempt Morigage-backed Bonds
(M-TEMS) Series 2022(FN)

Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by the South Carolina State Housing
Finance and Development Authority, as issuer and governmental lender (“Issuer”), of its $[20,000,000]
Multifamily Tax-Exempt Mortgage-backed Bonds (M-TEMS) (Shannon Park Apartments Project) Series
2022(FN) (“Bonds”).

The Bonds issued under and pursuant to Title 31, Chapter 13 of the Code of Laws of South Carolina
1976, as amended (“Aef”). The Bonds are being issued under an Indenture of Trust dated as of September
1, 2022 (“Trust Indenture”), among the Issuer, and Regions Bank, an Alabama banking corporation, as
trustee (“Trustee”). Capitalized terms not defined herein shall have the same meaning as set forth in the
Trust Indenture.

The Bonds are issued as a single certificate registered in the name of the initial purchaser thereof, in
the aggregate principal amount of ${20,000,000] and are dated [Closing Date], 2022. The Bonds bear
interest from the date thereof payable in accordance with terms provided therein. The Bonds mature on [].
The Bonds are subject to redemption upon the terms and conditions and at the price set forth therein. The
Bonds are also subject to mandatory tender upon the terms and conditions set forth therein.



Board of Commissioners

South Carolina State Housing Finance and Development Authority
Regions Bank

[Closing Date], 2022

Page 2

The Bonds are being issued for the primary purpose of providing funds for the making of a mortgage
loan (“Loan”) from the Issuer to Standard Shannon Venture, LP (“Borrower”), pursuant to that certain
Financing Agreement, dated as of September 1, 2022 (“Financing Agreement”), between the Issuer and
the Borrower, for the acquisition, construction, development and equipping of residential rental apartment
units and the acquisition, rehabilitation and installation of related fixtures, equipment, furnishings and site
improvements to be known as the Shannon Park Apartments Project located in the City of Goose Creek,
Berkeley County, South Carolina.

In connection with the foregoing, we have examined (i) the Constitution, the Act and other relevant
statutes of the State of South Carolina (“State”™); (ii) certified copies of the proceedings of the Board of
Commissioners of the Issuer authorizing the issuance of the Bond on July 14, 2022 (“Resolution”);
(iii) certified copies of the proceedings of the State Fiscal Accountability Authority (“Autherity”) relating
to the Bond, including a resolution adopted by the Authority on August 30, 2022; (iv) the Financing
Agreement; (v) the Trust Indenture; (vi) a form of an Agreement as to Restrictive Covenants, dated [Closing
Date], 2022 (“Regulatory Agreement”), among the Issuer, HOM SP Manager, LL.C, as owner, and the
Borrower; (vii) the Tax Certificate, dated [Closing Date], 2022 (“Tax Agreement’), between the Issuer, the
Trustee and the Borrower (collectively, the Resolution, the Trust Indenture, the Financing Agreement, the
Regulatory Agreement and the Tax Agreement are referred to herein as “Bond Documents™); and (viii)
such other records and documents as we have considered necessary or appropriate in rendering the
following opinions. We have also examined the fully executed Bonds.

As to questions of fact material to the opinions hereinafter expressed, we have relied upon
representations of the Issuer and the Borrower contained in the Bond Documents, the certified proceedings
and other certifications of public officials and others furnished to us, including certifications furnished to
us by or on behalf of the Issuer and the Borrower, without undertaking to verify the same by independent
investigation. We have assumed the accuracy and truthfulness of all public records and of all certifications,
documents and other proceedings examined by us that have been executed or certified by public officials
acting within the scope of their official capacities and have not verified the accuracy or truthfulness thereof.
We have also assumed the genuineness of the signatures appearing upon such public records, certifications,
and documents and proceedings.

In giving the opinions hereinafter expressed, we do not purport to be experts in or generally familiar
with or qualified to express legal opinions based on the laws of any jurisdiction other than the federal laws
of the United States of America and the laws of the State, and such opinions are limited to the federal laws
of the United States of America and the laws of the State.

Based upon the foregoing, it is our opinion under existing law that:

1. The Issuer is a duly created and validly existing public body corporate and politic and an agency
of the State with full power and authority to issue the Bond, to make the Loan with the proceeds of the
Bonds, and to perform all of its obligations under the Bond Documents.

2. The Issuer has the right, power and authority under the Act to adopt the Resolution and execute the
Bond Documents and each has been duly and lawfully executed and delivered by the Issuer, is in full force
and effect, and is valid and binding upon the Issuer and enforceable in accordance with its terms.

3. The Trust Indenture creates a valid pledge of the Trust Estate for payment of the Bonds pursuant
to the terms of the Trust Indenture.
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4. The Bonds have been duly authorized, executed and delivered and constitutes a legal valid and
binding special obligation of the Issuer enforceable in accordance with its terms and the terms of the Trust
Indenture. The Bonds are secured in the manner and the extent prescribed by the Trust Indenture.

5. The Bonds are not a debt or grant or loan of credit of the State or any political subdivision thereof
and neither the State nor any political subdivision thereof is liable thereon, nor shall the Bonds be payable
out of any funds other than those of the Issuer pledged therefor under the Trust Indenture.

6. Interest on the Bonds is excludable from gross income for federal income tax purposes, except for
interest on the Bonds for any period during which such Bond is held by a “substantial user” of the facilities
financed by the Bond or a “related person” within the meaning of Section 147(a) of the Internal Revenue
Code of 1986, as amended (“Code”). Interest on the Bond is not a specific item of tax preference for
purposes of the federal alternative minimum tax. The opinions set forth in this paragraph are subject to the
condition that the Issuer and the Borrower comply with all requirements of the Code that must be satisfied
subsequent to the issuance of the Bonds in order that interest thereon be, or continue to be, excludable from
gross income for federal income tax purposes. The Issuer and the Borrower have covenanted to comply
with all such requirements. Failure to comply with certain of such requirements may cause interest on the
Bonds to be included in gross income for federal income tax purposes retroactive to the date of issuance of
the Bonds. We express no opinion regarding other tax consequences related to the ownership or disposition
of, or the amount, accrual or receipt of interest on, the Bonds.

7. The Bonds and the interest thereon are presently exempt from all South Carolina, county,
municipal, school district, and all other taxes or assessments, direct or indirect, general or special, whether
imposed for the purpose of general revenue or otherwise, except for inheritance, estate and transfer taxes,
but the interest on the Bonds may be includable for certain franchise fees or taxes.

8. The Bonds are exempt from registration under the Securities Act of 1933, as amended, and the
Trust Indenture is not required to be qualified under the Trust Indenture Act of 1939, as amended.

It is understood that the enforceability of the Trust Indenture and the Bonds may be subject to judicial
discretion, the exercise of the sovereign police powers of the State or the constitutional powers of the United
States of America and valid bankruptcy, insolvency, reorganization, moratorium and other laws affecting
the enforcement of creditors’ rights generally.

This opinion letter is delivered solely for your benefit in connection with the issuance of the Bonds and
consummation of the transaction contemplated thereby and may not be used or relied on by any other person
or for any other purpose without our prior written consent in each instance. Our opinions expressed herein are
as of the date hereof, and we undertake no obligation to advise you of any changes of applicable law or any
other matters that may come to our attention after the date hereof that may affect our opinions expressed herein.

Very truly yours,

PARKER POE ADAMS & BERNSTEIN LLP
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State Fiscal Accountability Authority

Columbia, South Carolina

South Carolina Attorney General

Columbia, South Carolina

Re:

Not to Exceed 320,000,000

South Carolina State Housing Finance and Development Authority
Multifamily Tax-Exempt Mortgage-backed Bonds
(M-TEMS) Series 2022(FN)

Ladies and Gentlemen:

We are acting as bond counsel in connection with the issuance by the South Carolina State Housing
Finance and Development Authority, as issuer and governmental lender (“Issuer”), of its Multifamily Tax-
Exempt Mortgage-backed Bonds (M-TEMS) Series 2022(FN) in an amount not to exceed $20,000,000
(“Bonds”).

At the request of the State Fiscal Accountability Authority (“SFAA4"), we are delivering this opinion in
connection with the SFAA’s consideration of the issuance of the Bonds pursuant to Section 31-13-200 of
the Code of Laws of South Carolina 1976, as amended (the “4cf”).

The primary purpose of the issuance of the Bonds is to fund a portion of the acquisition, rehabilitation
and equipping of residential rental apartment units and the acquisition and installation of related fixtures,
equipment, furnishings and site improvements of an affordable housing development located in the City of
Goose Creek, Berkeley County, South Carolina to be known as the Shannon Park Apartment Project. The
Bonds are expected to be issued pursuant to the terms of an Indenture of Trust (“Indenture”), between the
Issuer and a trustee (the “Trustee”), the proceeds of which will be used, in part, to fund the loan to Standard
Shannon Venture, LP (“Borrower™) pursuant to the terms of the related Financing Agreement (“Financing
Agreement”).

In our capacity as Bond Counsel, we have examined a form of the Resolution adopted by the Issuer on
July 14, 2021, a Petition of the Issuer to the SFAA requesting that the SFAA approve the issuance of the
Bonds, a form of the Resolution of the SFAA approving the issuance of the Bonds (“Resolution™) , a form
of the Indenture, a form of the Financing Agreement (collectively, the “Transaction Documents™), and

Parker Poe Adams & Bernstein LLe 1221 Main Street Suite 1100 Columbia, SC 29201
t 803.255.8000 f803.255.8017 www.parkerpoe.com
PPAB 6664476v3
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such other records and documents as we have considered necessary or appropriate in rendering the opinions
set forth herein.

As to questions of fact material to the opinions hereinafter expressed, we have relied solely upon forms
of the Transaction Documents, and upon representations of the Issuer and the Borrower made in connection
with the application by the Borrower to the Issuer, without undertaking to verify the same by independent
investigation.

In giving the opinions hereinafter expressed, we do not purport to be experts in or generally familiar
with or qualified to express legal opinions based on the laws of any jurisdiction other than the federal laws
of the United States of America and the laws of the State, and such opinions are limited to the federal laws
of the United States of America and the laws of the State.

Based upon the foregoing, it is our opinion, under existing law, that:
1. The Transaction Documents are in compliance with applicable provisions of State and federal law;

2. The Transaction Documents are legally sufficient to allow the SFAA to approve the issuance of the
Bonds through the adoption of the Resolution; and

3. The findings and conclusions appearing in the Resolution are supported by representations or
statements of fact appearing in the Transaction Documents.

This opinion letter is delivered solely for your benefit in connection with the approval of the Bonds and
may not be used or relied on by any other person or for any other purpose without our prior written consent in
each instance. We express no opinion in connection with the issuance of the Bonds or the sale of the Bonds.
Our opinions expressed herein are as of the date hereof, and we undertake no obligation to advise you of any
changes of applicable law or any other matters that may come to our attention after the date hereof that may
affect our opinions expressed herein.

Very truly yours,

Fmﬁu’ Pof, A4twvzs %Bamv{?u'm LLP

PARKER POE ADAMS & BERNSTEIN LLP

PPAB 6664476v3



(1) Bond Proceeds: (a) Par $ - % 16,000,000 17,500,000 |Project Fund

(b) Premium/Accr. Int. - - 837,924 Capitalized Interest Fund
(2) Issuer/Borrower Contr. - - - |Debt Service Reserve Fund
(3) Debt Service Fund Trans. - - - |Redemption Price/Escrow Deposit
(4) Debt Service Reserve 481,250 |Cost of Issuance (Incl. UW Disc.)

Fund Contribution - - Other (Contingency)
(5) Other MFHRE Sources 3,000,000 | Developer Fee

(a) LIHTC - 10,140,007 494581 |Reserves

(a) State Housing TC - 5,810,486 1,006,064 | Acquisition

(¢) Owner's Equity/Other - 381,498 8,448,000 |Renovation

(d) Mortgage Loan (BTO) - N - 564‘1325 Third party reports/soft costs
ot Project Sources |5 s 2391990 331991 | Total Project Uses

Surplus/Deficit I's (0.00)




CERTIFICATE OF THE ALLOCATING AGENCY

SHANNON PARK APARTMENTS

I, the undersigned, Bonita Shropshire, the duly qualified Executive Director of the South
Carolina State Housing Finance and Development Authority (the “Authority”) DO HEREBY
CERTIFY that:

As provided in the 2021 South Carolina Qualified Allocation Plan (the “2021 QAP”)
pursuant to which the Authority administers its Low Income Housing Tax Credit Program, Low
Income Housing Tax Credits (the “Tax Credits”) are not allocated to developments financed
through the issuance and sale of private activity bonds until each such development is placed in
service;

As of the date hereof, the Authority is of the belief that should the construction of
Shannon Park Apartments (the “Project”) be carried out in the manner described in the Project’s
application, the Project will be a project described by the 2021 QAP as required by the
provisions of Section 42(m)(1)}(D) of the Internal Revenue Code of 1986, as amended (the
“Code”). The above statement is predicated upon the assumption contained therein. A final
determination as to whether or not the Project will be a project described in the 2021 QAP
cannot be made until such time as the Project has been completed, placed in service, and has
submitted an application to receive an allocation of Tax Credits; and

As of the date hereof, the Authority cannot make a final determination as to whether or
not the Project will meet all of the requirements that will render it eligible to receive an
allocation of Tax Credits, if any, for which the Project will qualify. The Authority’s policy is not
to make written determinations pursuant to Section 42(m)(2)(D) of the Code until the Project is
placed in service. In the event that the Project is placed in service in accordance with the Code
and the policies and procedures of the Authority and the Authority determines the Project to be
eligible to receive an allocation of Tax Credits, the amount of such allocation will not be greater
than that required for the basic financial feasibility of the Project and any determinations
required by Section 42(m)(1)(D) and Section 42(m)(2)(D) will be done at that time.

IN WITNESS WHEREOF I have set my hand this 22nd day of December, 2021.

SOUTH CAROLINA STATE HOUSING FINANCE
AND DEVELOPMENT AUTHORITY

Byzéﬁmjﬁm
onita Shropshire, Executive Director



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF August 30, 2022 ITEM NUMBER __10

AGENCY: Division of Procurement Services

SUBJECT:  Audit and Certification - Governor’s School for Agriculture at John de la Howe

The S.C. Consolidated Procurement Code and Regulations (Code) authorize agencies to make
direct procurements up to $50,000 and to enter sole source and emergency procurement contracts
with no dollar limitation. S.C. Codes §§11-35-1210(1), 1560, and 1570, and Regulation 19-
445.2000C(1). The Code authorizes the Authority to delegate additional procurement authority by
assigning dollar limits below which an agency may make direct procurements. The Governor’s
School for Agriculture at John de la Howe (School) has not been delegated any additional
authority.

In accordance with the S.C. Code Ann. § 11-35-1210, the Division of Procurement Services (DPS)
audited the procurement operating policies and procedures of the School to determine whether the
internal controls of the school’s procurement system were adequate to ensure compliance, in all
material respects, with the Code.

We found that the internal controls of the School’s procurement system were not adequate to
ensure compliance with the Code as described in the audit report and made recommendations for
improvement. During the conduct of the audit, the School entered into a shared services agreement
with the Department of Administration for assistance with its procurement system and the
implementation of recommendations. With the implementation of the recommended corrective
action, the internal controls of the School’s procurement system will be adequate to ensure
compliance with the Code and Regulations as described in the audit report.

AUTHORITY ACTION REQUESTED:

Allow the School to continue to make direct procurements of supplies and services, information
technology, and construction services up to $50,000 per commitment so long as it continues to
do so through and under the oversight of the Department Administration.

ATTACHMENTS:

Agenda item worksheet and attachment



STATE FISCAL ACCOUNTABILITY AUTHORITY
AGENDA ITEM WORKSHEET

Meeting Scheduled for: August 30, 2022 Regular Agenda

1.

Submitted by: 2 %
(a) Agency: Division of Procurement Services
(b) Authorized Official Signature: ohn St. C. White, Materials Management Officer

Subject: Audit and Certification

Summary and Background Information:

The S.C. Consolidated Procurement Code and Regulations (Code) authorize agencies to make direct
procurements up to $50,000 and to enter sole source and emergency procurement contracts with no
dollar limitation. S.C. Codes §§11-35-1210(1), 1560, and 1570, and Regulation 19-445.2000C(1). The
Code authorizes the Authority to delegate additional procurement authority by assigning dollar limits
below which an agency may make direct procurements. The Governor’s School for Agriculture at John
de la Howe (School) has not been delegated any additional authority.

In accordance with the S.C. Code Ann. § 11-35-1210, the Division of Procurement Services (DPS)
audited the procurement operating policies and procedures of the School to determine whether the
internal controls of the school’s procurement system were adequate to ensure compliance, in all material
respects, with the Code.

We found that the internal controls of the School’s procurement system were not adequate to ensure
compliance with the Code as described in the audit report and made recommendations for improvement.
During the conduct of the audit, the School entered into a shared services agreement with the Department
of Administration for assistance with its procurement system and the implementation of
recommendations. With the implementation of the recommended corrective action, the internal controls
of the School’s procurement system will be adequate to ensure compliance with the Code and
Regulations as described in the audit report.

What is Authority asked to do?

Allow the School to continue to make direct procurements of supplies and services, information technology, and
construction services up to $50,000 per commitment so long as it continues to do so through and under the
oversight of the Department Administration.

5. What is recommendation of the submitting agency involved?
Allow the School to continue to make direct procurements of supplies and services, information technology, and
construction services up to $50,000 per commitment so long as it continues to do so through and under the
oversight of the Department Administration.
6. Private Participant Disclosure — Check one:
No private participants will be known at the time the Authority considers this agenda item.
(] A Private Participant Disclosure form has been attached for each private participant.
As referenced on the Disclosure forms, a private participant is a natural person or non-governmental
legal entity which may directly benefit from, and is participating in or directly associated with, the
requested approval.
7. Recommendation of other office (as required)?
(a) Authorized Signature:
(b) Office Name:
8. List of Supporting Documents:

(a) S.C.Code Ann. § 11-35-1210



STATE FISCAL ACCOUNTABILITY AUTHORITY
AGENDA ITEM WORKSHEET

9. Upload Agenda Item Worksheet and supporting documentation in PDF and native format to the SFAA
Authority File Drop.



HENRY MCMASTER, CHAIR
GOVERNOR

CURTIS M. LOFTIS, R
STATE TREASURER

RICHARD ECKSTROM, CPA
COMITROLLER GENTRAL

HARVEY 5. PEELER. JR.
CHAIRMAN SENATE FINANCE COMMITTEE
J. GARY SIMRILL

State Fiscal Accountability Authority CHAIRMAN. HOUSE WAYS AND MEANS COMMITTEE
GRANT GILLESPIE
THE DIVISION OF PROCUREMENT SERVICES  EXECUTIVE DIRECTOR

DELBERT H. SINGLETON, JR.
DIVISION DIRECTOR

(B03) 734-8018
JOHN ST. C. WHITE
MATERIALS MANAGEMENT OFFICER
(8031 737-0600
FAX: (B03) 737-0039

August 24, 2022

Mr. Delbert H. Singleton Jr.

Director

Division of Procurement Services
6™ Floor-Wade Hampton Building
Columbia, South Carolina 29201

Subject: Governor’s School for Agriculture at John de la Howe
Follow-up Procurement Audit Report

Delbert:

I have attached the Governor’s School for Agriculture at John de la Howe’s procurement
audit report issued by the Office of Audit and Certification. I concur with the report and its
conclusion and recommendation.

Attachment

Sincerely,

%%&M%‘

John St. C. White
Materials Management Officer

1201 MAIN STREET, SUITE 608 #+ COLUMBIA, SOUTH CAROLINA 29201
HTTPPROCUREMENT.SC.COV
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RICHARD ECKSTROM, CPA GRANT GILLESPIE
COMITROLLER GENERAL THE DIVISION OF PROCUREMENT SERVICES  (XECUTIVE DIRICTOR

DELBERT H. SINGLETON, R
DivisioN DIRECTOR

(BO3) 734-H018
JOHN 5T. C. WHITE
MATERIALS MANAGEMENT OFFICER
(8031 737-0600
FaX: (BO3) 737-0639

August 22, 2022

MTr. John St. C. White

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

Subject: Governor’s School for Agriculture at John de la Howe
Follow-up Procurement Audit Report

John:
We have audited the internal procurement operating policies and procedures of the Governor’s
School for Agriculture at John de la Howe (GSAg), for the period of July 1, 2021 to January 31,

2022, to determine whether the intemnal controls of GSAg’s procurement system were adequate to
ensure compliance, in all material respects, with the South Carolina Consolidated Procurement

Code and ensuing regulations (Code).

The audit disclosed conditions, as explained in the report, which we believe require corrective
action or improvement. Corrective action by GSAg based on the recommendations described in
the follow-up report will, in all material respects, place the agency in compliance with the Code.

Sincerely,

Crawford Mllhnwj

Director, Audit and Certification

Attachment

1201 MAIN STREET, SUITE 600 « COLUMBIA, SOUTH CAROLINA 29201
HTTPPROCUREMENT.SC.GOV
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State Fiscal Accountability Authority

The South Carolina
Governor’s School for Agriculture
at John de la Howe

FOLLOW-UP PROCUREMENT AUDIT REPORT

for the Audit Period:
July 1, 20121 to January 31, 2022

Office of Audit & Certification
Division of Procurement Services
March 28, 2022
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INTRODUCTION

The Division of Procurement Services (DPS) audited the SC Governor’s School for
Agriculture at John de la Howe’s (GSAg) internal procurement operating policies and procedures,
as outlined in their internal Procurement Operating Procedures Manual, under § 11-35-1230 of the
South Carolina Consolidated Procurement Code (Code) and Reg. 19-445.2020". GSAg is a non-
certified agency.

The primary objective of our audit was to determine whether, in all material respects, the
internal controls of GSAg’s procurement system were adequate to ensure compliance with the
Code and ensuing regulations.

The management of GSAg is responsible for the agency’s compliance with the Code. Those
responsibilities include the following:

» Identifying the agency’s procurement activities and understanding and complying with the
Code

* Establishing and maintaining effective controls over procurement activities that provide
reasonable assurance that the agency administers its procurement programs in compliance with

the Code
* Evaluating and monitoring the agency’s compliance with the Code, and
« Taking corrective action when instances of noncompliance are identified, including corrective

action on the findings of this audit

Because of inherent limitations in any system of internal controls, errors or irregularities may
occur and not be detected. 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 review and evaluation of the system of internal control over procurement transactions, as
well as our overall audit of procurement policies and procedures, was conducted with professional

care. However, because of the nature of audit testing, they would not necessarily disclose all

weaknesses in the system.

Total Expenditures

During the audit period, the agency conducted procurements as follows:

$ Amount (000s)
Spend Amount

PO’s Direct Pay Total

Audit Period 591 539 1,130

1/12



SCOPE

We conducted our audit to obtain sufficient, appropriate evidence to provide a reasonable basis

for our findings and conclusions based on our audit objectives. Our audit included testing, on a

sample basis, evidence about GSAg’s compliance with the Code for the period July 1, 2021

through January 31, 2022, the audit period, and performing other procedures that we considered

necessary in the circumstances. We believe that the evidence obtained provides a reasonable basis

for our findings and conclusions based on our audit objectives.

The scope of our audit included, but was not limited to, a review of the following:

(1) Internal procurement and purchasing card (P-Card) procedure manuals

@

€)

(4)

©)
(6)
(7

Written determinations for all sole source and emergency procurements. No sole source
or emergency procurement activity was reported to DPS during the audit period

Procurement transactions for the audit period as follows:
a) Sixteen payments, for a total of $198k
b) Twelve direct expenditure vouchers (Direct Payments) totaling $138k

c¢) Two hundred sixty-six purchase orders (PO) and four hundred eight direct
payments reviewed for order splitting or the use of favored vendors

d) Twenty-five P-Card transactions for two judgmentally selected months for
compliance with the South Carolina Purchasing Card Policy and Procedures (State
P-Card Policy). During the audit period there was one cardholder that made P-Card
expenditures as follows:

Transactions $ Amount
Audit Period 200 82,585

Three construction projects totaling approximately $161k and one Architect/Engineer and
Related Professional Service Project totaling approximately $400k for compliance with the
Manual for Planning and Execution of State Permanent Improvements

Small and Minority Business utilization plans and reports
Reporting of surplus property dispositions, and approval of trade-ins in excess of $5k.

Disposition of unauthorized procurements. No unauthorized procurement activity was
reported to DPS

2/12
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IL.

IIIL.

Iv.

VI.

VIL

SUMMARY OF FINDINGS

Unauthorized Procurements Not Reported to DPS.............cccooiiiiiiiiiiiiecceeee

GSAg did not report to DPS three unauthorized or illegal procurements totalling
$257k identified during the previous audit.

Two Purchases Made Without Competition ......................cccooiiiiiiiiiiiiireciiecieccaenes

GSAg made two purchases totaling $67k without competition.

Direct Payments (without POs)

A. Improper Use of DIreCt PAYIMENTS. ...c.cocviiiieeeeeeeeeeeeeeeeeeeeeeeeeeee e eeeeeeeereeeeeseeaaesaeaeseeaaes

GSAg used the Direct Payment Method to pay for seven late invoices for one
vendor totaling $16k.

B. Agency Does Not Have a Policy Specifying When a PO is Required ........ccccunn.......

GSAg has not revised its business operation manual according to the corrective
agreed to in the last audit.

GSAg’s Internal Procurement Procedures Manual Lacked Key Provisions...........

GSAg’s internal procurement procedure manual does not cover key provisions
of the Code. This is a repeat finding.

Purchasing Cards (P-Card)

Program Administration

RoleS and ReSPONSIDIIITIES .. ..o e eeeeeeeeeeeeseeeseeeessseaesesesssereseseeesesaessassnaaneeesaenns

GSAg had not established reconciliation and approval processes for P-Card
monthly statements according to the corrective agreed to in the last audit.

Unauthorized Procurement Not Reported to DPS ................ocooiiiiiiiiiiiiiciiiiiieceieeans

GSAg had identified one unauthorized procurement during the audit period but
had not reported it to DPS as required.

Small and Minority Business Enterprise (MBE) Utilization.....................cccccueeunnne.

GSAg did not provide annual utilization plans or quarterly reports during the
audit period.

Note: The Agency’s responses to issues raised in this report have been inserted

immediately following the recommendations in the body of the report. The
Agency’s response cover letter is at the end of the report as Attachment 1.

3/12
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RESULTS OF AUDIT

I. Unauthorized Procurements Not Reported to DPS

We identified three unauthorized or illegal procurements during the previous audit and
recommended they be reported to DPS as required. GSAg agreed with the recommendation in the
prior audit report, however the agency still had not reported nor provided written determinations
for these unauthorized or illegal procurements as of the date of this audit.

Regulation 19-445.2015 (A) requires that, “upon finding after award that a State employee has
made an unauthorized award of a contract or that it is otherwise in violation of law, the appropriate
official may ratify or affirm the contract or terminate it in accordance with this section... If the
value of the contract exceeds $100,000 the CPO must concur in the written determination before
any action is taken on the decision.” (I) states "every quarter, each governmental body shall submit
to the Materials Management Officer a record listing all contract awards or modifications
discovered as described in item A(l) above, along with copies of the applicable written
determinations..."

Recommendation: We recommend that GSAg report these illegal or unauthorized
procurements, along with written determinations, to DPS as previously recommended.

Agency Response

One purchase was not in compliance with the South Carolina Consolidated Procurement Code
and all applicable Office of State Engineer (OSE) procedures. The payment method should have
been procured through a competitive source selection method and paid for with a PO. The agency
did not follow the state purchase order policy as set forth by the state of South Carolina, and the
invoice was paid utilizing the direct payment method. The procurement was reported as an
unauthorized/illegal to DPS on 7/20/2022.

One purchase order was determined not to be a sole source by DPS. The vendor is not the
sole company in the state of South Carolina that provides this type of service. The agency has
prepared a determination, and it was sent to the CPO for concurrence or written determination on
7/19/2022. The agency will report the unauthorized/illegal procurement within seven business
days of receipt of the determination from the CPO.

One purchase order was issued as an emergency purchase order. The agency has completed a
determination regarding this illegal/unauthorized procurement, and it was reported to DPS on

7/01/2022.

4/12



RESULTS OF AUDIT

II. Two Purchases Made Without Competition

Two purchases during the audit period were made without competition; one for food for the
school’s cafeteria, and the other for propane gas.

Food Service - GSAg procured food services as an emergency procurement in the last audit.
This was determined to be an illegal procurement and we recommended GSAg report the
procurement, along with the required written determination, to DPS. We further recommended
GSAg contact DPS to solicit a food contract for GSAg since the dollar amount exceeded the
agency's certification level. As of the end of the follow-up audit period, GSAg had not reported
the illegal procurement to DPS as recommended. After the last audit, the one-year contract
expired; however, the agency continued to purchase food from the same vendor. The total spend
during this audit period is approximately $56k. GSAg had not contacted DPS to request the
solicitation of a food contract as recommended in the previous audit.

Regulation 19-445.2015 (A) requires that, “upon finding after award that a State employee has
made an unauthorized award of a contract or that it is otherwise in violation of law, the appropriate
official may ratify or affirm the contract or terminate it in accordance with this section... If the
value of the contract exceeds $100,000, the CPO must concur in the written determination before
any action is taken on the decision.” (I) states "every quarter, each governmental body shall submit
to the Materials Management Officer a record listing all contract awards or modifications
discovered as described in item A(l) above, along with copies of the applicable written
determinations..."

Recommendation: We recommend GSAg Procurement submit a requisition for food to DPS
as well as any required supplies and services, information technology, or construction that exceed
the agency’s procurement authority. We further recommend that GSAg report this illegal
procurement, including the required written determination, to DPS as previously recommended.

Agency Response

The agency completed a determination that was sent to the CPO for review and a ratification
was executed on 5/18/2022. The procurement was reported to DPS as an illegal/unauthorized
procurement on 6/2/2022. DPS has processed a solicitation for food services, and no offers were

received. The agency reposted the solicitation on 7/25/2022 to secure a competitive contract.

Propane Gas - The agency purchased propane gas from one vendor as an exempt commodity.
Management stated they had always purchased this as an exempt commodity in the past and were
recently made aware that propane is not an exempt commodity.

Utilities Exemption 1982.04.27 states: "The Board exempted the following from the

purchasing procedures required under the Consolidated Procurement Code as authorized by

5/12



RESULTS OF AUDIT

Section 11-35-710:(1) invoices for gas and electricity and water and sewer services provided by
public utilities subject to rate regulations by the Public Service Commission;"

SC Code Ann. §11-35-1550(2)(b) states, “Written request for written quotes from a minimum
of three qualified sources of supply may be made and, unless adequate public notice is provided
in the South Carolina Business Opportunities, documentation of at least three bona fide,
responsive, and responsible quotes must be attached to the purchase requisition for a small
purchase not in excess of twenty-five thousand dollars...”

Recommendation: We recommend GSAg Procurement solicit competition for small
purchases as outlined in SC Code Ann. §11-35-1550(2)(b). We further recommend that GSAg
report this illegal procurement, along with a written determination, to DPS as required.

Agency Response

The agency reported the illegal/unauthorized procurement to DPS on 4/20/2022. The agency

has developed a draft solicitation and is awaiting end user input and approval to post for

competition. The agency intends to have secured a contract by the end of December 2022,

III. Direct Payments (Without POs)
We tested 12 Direct Payments for compliance with the Code and the CG’s PO Policy.

A. Improper Use of Direct Payments

One Direct Pay tested was for seven past due invoices for one vendor totaling $16k. Payment
for late invoices is only acceptable if they occur before a fiscal year cutoff.

Per the CG's State of South Carolina Purchase Order Policy regarding Direct Payments, "The
expenditures for the purposes listed below may be paid by Direct Pay. (12) late invoices after FYE
cut-off...”

Agency Response

GSAg entered into shared services agreement with the South Carolina Department of
Administration in May 2022. With this agreement GSAg has created a draft SCGA-300
Procurement Procedure. SCGA Procurement Procedure will be finalized by September 30, 2022.
Additionally, the agency will begin to attach all documents as images to the documents created
during transaction in SCEIS to ensure proper file retention. The agency will respond to all audit

inquiries from DPS in the future.

B. Agency Does Not Have a Policy Specifying When a PO is Required

In the previous audit, we recommended the agency add a provision to its business operations

manual that clearly defines when supplies and services, information technology, and construction

6/12



RESULTS OF AUDIT

requisitions be routed through the procurement department. This provision should be consistent
with the CG’s PO Policy regarding when the direct payment method may be used. In response,
management provided a corrective action plan to implement the recommendation. However,
GSAg has not revised its business operations manual to develop such a policy, consistent with the
State PO Policy.

During this Follow-Up audit, management stated: "The agency does not have a direct payment
policy, however, as an operating practice has used 11-35-1550 as guidance on SC code exempt
items,small purchases under $10,000 to include PCard purchases, expenses not expected to exceed
$2,500 and late invoices."

Per the Comptroller General’s State of South Carolina Statewide Purchase Order Policy, ...”
A Direct Pay is a payment method only. It does not establish compliance with the SC Consolidated
Procurement Code & Regulations or other State regulations.” In addition, the CG PO Policy states,
Direct Payments “should not be used as a matter of convenience as it leads to a reduction in
controls and approvals.”

Recommendation: We recommend GSAg implement its corrective action plan as provided
in the previous audit. Having a policy in place that identifies when it is acceptable to use the direct
payment method should reduce the control risk of improper direct payments being made.

Agency Response

GSAg entered into shared services agreement with the South Carolina Department of

Administration in May 2022. With this agreement GSAg has created a draft SCGA-300

Procurement Procedure. SCGA Procurement Procedure will be finalized by September 30, 2022.

IV. GSAg’s Internal Procurement Procedures Manual Lacked Key Provisions

The previous audit found that GSAg’s procurement manual did not provide procedures,
including assignment of roles and responsibilities, for application of key provisions of the Code,
as required by Code and Regulation 19-445.2005. GSAg provided a corrective action plan
stating the final written updated Procurement Manual would be submitted to Audit and
Certification for pre-approval. No completion date was given.

Although improvements were made in the agency’s most current Procurement Procedures
Manual, the improvements were limited to small purchase procedures, which had been identified

as a significant area of concern.
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RESULTS OF AUDIT

SC Code Ann. § 11-35-540(3) states, “Governmental bodies shall develop internal operational
procedures consistent with this code; except, that the operational procedures must be approved in
writing by the appropriate chief procurement officer.”

Recommendation: We recommend GSAg develop and implement procedures including
assignment of roles and responsibilities, for application of key provisions of the Code, as required
by Code and Regulation 19-445.2005. We also recommend this procedure be made accessible to
all agency staff by including it in a business operation manual.

Agency Response

GSAg entered into shared services agreement with the South Carolina Department of

Administration in May 2022. With this agreement SCGA has established a SCGA-300

Procurement Procedure. The Procurement procedure will be finalized by September 30, 2022.

V. Purchasing Cards (P-Cards)
GSAg had one P-Card in use during the audit period and spent approximately $83k in 200

transactions.

Program Administration
Roles and Responsibilities

Roles and responsibilities for the P-Card program have been updated in its P-Card Manual,
however, current practice has not changed since the last audit.

Current practice is for the fiscal technician to perform the monthly statement reconciliations
for the Director of Finance. There is no one with authority over the Director of Finance assigned
the responsibility to approve his P-Card transactions. In addition, the Director of Finance is the
Procurement Director, a cardholder, the Purchasing Card Administrator (PCA), and the approver
of the monthly bank statements and P-Card Statement Certifications. The lack of separation of
duties is a control weakness. This is a repeat finding from the previous audit.

The State P-Card Policy, section (V).(A) states, ““...Internal controls shall include:

(1) Appropriate separation of duties between making transactions (Cardholders), review and
approval of transactions for payment (approving officials), and payment of the cardholder monthly
bank statements (Accounts Payable).

(3) Appropriate hierarchical review and approval of purchases by someone with supervisory
authority over the Cardholder and/or with the authority to question purchases if needed.

(4). No Cardholder can provide approval for payment for his/her transactions or of the P-Card

cardholder monthly bank statements. Review and approval responsibilities cannot be delegated to
someone else...”
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RESULTS OF AUDIT

Recommendation: We recommend GSAg implement its corrective plan provided in the
previous audit to ensure the proper separation of duties and other internal controls as outlined in
the State P-Card Policy.

Agency Response

GSAg entered into shared services agreement with the South Carolina Department of
Administration in May 2022. With this agreement SCGA has established a SCGA-305 Purchasing
Card Procedure. The Purchasing Card procedure will be finalized by September 30, 2022. The
SCGA-305 Purchasing Card procedures will ensure the agency has proper separation of duties and

internal controls in place.

V1. Unauthorized Procurement Not Reported to DPS

GSAg identified one unauthorized procurement during the audit period, but did not report it to
DPS as required.

The procurement was initially a sole source and was advertised in SCBO; however, the
requisition is dated after the service start date. The Sole Source determination was then approved
by someone without the proper authority.

Although GSAg prepared a written determination to ratify the unauthorized procurement
during this follow-up audit period, the ratification was flawed in that the value of the contract,
$57k, exceeded the agency's certification level.

Regulation 19-445-2015(A)(1) states, “Upon discovering after award either (a) that a person
lacking actual authority has made an unauthorized award or modification of a contract or (b) that
a contract award or modification is otherwise in violation of the Consolidated Procurement Code
or these regulations, the appropriate official, as defined in G below, must decide to either ratify
the contract in accordance with this regulation or acknowledge and declare the contract null and
void. If ratified, the contract may be continued or terminated. The contract may be ratified only
if ratification is in the interest of the State.”

And per section (G). “Appropriate Official. The appropriate official to make the decisions
authorized by sections A....is the chief procurement officer, the head of a purchasing agency, or,
for a contract with a total potential value no greater than $100,000, a designee of either officer,
above the level of the person responsible for the person committing or authorizing the act. If a
contract award or modification is made in violation of the Consolidated Procurement Code or these
regulation, and the value of the contract exceeds the certification of the purchasing agency or one
hundred thousand dollars, the chief procurement officer must concur in the written determination
before any further action is taken, unless the contract is declared null and void. In all
circumstances, the chief procurement officer must concur in any determination finding bad faith.”

Recommendation: We recommend that GSAg properly report this unauthorized procurement

to DPS as required.
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RESULTS OF AUDIT

Agency Response
This illegal/unauthorized procurement was initially reported on 7/1/2022 and the amount was
requested to be updated by the agency to $57,000 on 7/21/2022. The determination relating to this
procurement has been sent to the CPO on 7/25/2022 for review and for a determination to be
drafted. The agency will report the unauthorized/illegal procurement within seven business days

of receipt of the determination from the CPO.

VII. MBE Utilization Plans and Quarterly Reports

GSAg did not submit annual MBE utilization plans or quarterly progress reports to the Small
and Minority Business Enterprise during the follow-up audit period, as required. This is a repeat
finding.

Recommendation: We recommend GSAg develop and implement procedures, including
management review and approval, to require annual MBE utilization plans and quarterly progress
reports be submitted to the SMBCC in a timely manner as required by SC Code Ann. § 11-35-
5240 (2).

Agency Response

The agency has completed the annual plan for FY2023, and it was submitted to the Office of

Minority Business and Contracting. The agency has submitted two quarterly reports for FY2022.
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CONCLUSION

We believe corrective action based on the recommendations described in this report will make
the Governor’s School for Agriculture’s internal procurement operations consistent with the South
Carolina Consolidated Procurement Code and ensuing regulations.

We recommend the Governor’s School for Agriculture be allowed to continue to make direct
procurements of supplies and services, information technology, and construction services up to
$50,000 per commitment so long as it continues to do so through and under the oversight of the

Department Administration.

Chorsa Ennle
Cherie Ergle, CRMA (]
Audit Manager,

Audit & Certification

Crawford Milling, €PA, CGMA
Director, Audit & Certification
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End Notes

i Regulation 19-445.2020 Certification
(A) Review Procedures.

(2) The Materials Management Officer shall review and report on the particular government body’s entire internal
procurement operation to include, but not be limited to the following:

(a)
(b)
©)
(d)
(e)
®
(&)
(h)
0]
(0)]

(k)
M

Adherence to provisions of the Code and these Regulations.

Procurement staff and training;

Adequate audit trails and purchase order register;

Evidence of competition;

Small purchase provisions and purchase order confirmation;

Emergency and sole source procurements;

Source selection;

File documentation of procurements;

Decisions and determinations made pursuant to section 2015;

Adherence to any mandatory policies, procedures, or guidelines established by the appropriate chief
procurement officers;

Adequacy of written determinations required by the Code and these Regulations;
Contract administrations;

(m) Adequacy of the governmental body’s system of internal controls in order to ensure compliance with

applicable requirements.

(3) The report required by item §A(2) shall be submitted to the board.
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Atlachment 1

SC Governor’s School
& for Agriculture
AT JOHN DE LR HOWE

July 19, 2022

Crawford Milling

Director

Audit and Certification

SC State Fiscal Accountability Division of Procurement Services
1201 Main St., Suite 600

Dear Mr. Milling,

Our Agency has investigated the findings and observations identified in your draft
procurement mid-year audit report. We consider any finding, comment, or
discussion during an audit other review to be constructive and beneficial to us in
performing our jobs more efficiently.

We concur with your report and have already implemented most of your
suggestions and we are in the process of implementing corrective action, as
appropriate. We are also in the process of initiating or changing procedures to
ensure that these deficiencies are not repeated.

Timothy R. Kegwn

192 Gettys Road, McCormick, SC 29835 (864)391-2131 www.delahowe.sc.gov



SECTION 11-35-1210. Certification.

(1) Authority. In an amount up to fifty thousand dollars in actual or potential value, individual
governmental bodies may make direct procurements not under term contracts. Subject to the following and
subject to any ensuing regulations:

(a) the board may assign differential dollar limits below which individual governmental bodies may
make direct procurements not under term contracts. The Division of Procurement Services shall review the
respective governmental body's internal procurement operation, shall certify 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; and

(b) the Director of the Division of Procurement Services may authorize an individual governmental
body to make direct procurements not under term contracts in an amount up to one hundred fifty thousand
dollars. All authority granted pursuant to this item must be in writing, and the director shall advise the board
in writing of all such authorizations.

(2) Policy. Authorizations granted by the board or the Director of the Division of Procurement Services
to a governmental body are subject to the following:

(a) adherence to the provisions of this code and the ensuing regulations, particularly concerning
competitive procurement methods;

(b) responsiveness to user needs;

(c) obtaining the best prices for value received.

(3) Adherence to Provisions of the Code. All procurements shall be subject to all the appropriate
provisions of this code, especially regarding competitive procurement methods and nonrestrictive
specifications.

(4) Subject to subsection (1), the State Board for Technical and Comprehensive Education, in
coordination with the appropriate chief procurement officer, may approve a cumulative total of up to fifty
thousand dollars in additional procurement authority for technical colleges, provided that the Division of
Procurement Services makes no material audit findings concerning procurement. As provided by
regulation, any authority granted pursuant to this paragraph is effective when certified in writing by the
Division of Procurement Services.



STATE FISCAL ACCOUNTABILITY AUTHORITY ~ REGULAR SESSION
MEETING OF August 30, 2022 ITEM NUMBER __11 Page 1

AGENCY: Division of Procurement Services

SUBJECT:  Audit and Certification - Midlands Technical College

The S.C. Consolidated Procurement Code and Regulations (Code) authorize agencies to make
direct procurements up to $50,000 and to enter sole source and emergency procurement contracts
with no dollar limitation. S.C. Codes §§11-35-1210(1), 1560, and 1570, and Regulation 19-
445.2000C (1). The Code authorizes the Authority to delegate additional procurement authority
by assigning dollar limits below which an agency may make direct procurements. On August 31,
2017, the Authority delegated procurement authority to Midlands Technical College (MTC) as
follows:
Certification Limits

Supplies and Services $350,000 per commitment
Consultant Services $350,000 per commitment
Information Technology $150,000 per commitment
Construction Contract Change Order $ 25,000 per change order
Architect/Engineer Contract Amendment $ 5,000 per amendment

In accordance with S.C. Code Ann. § 11-35-1230, the Division of Procurement Services (DPS)
audited the procurement operating policies and procedures of Midlands Technical College to
determine whether the internal controls of the College’s procurement system were adequate to
ensure compliance, in all material respects, with the S.C. Consolidated Procurement Code and
ensuing regulations (Code and Regulation).

We found the internal controls of MTC’s procurement system and purchasing card procedures
were not adequate to ensure compliance with the Code and State P-Card Policy as described in the
audit report and made recommendations for improvement. Based on the findings and
recommendations, DPS will conduct a follow up audit in one year. With the implementation of the
recommended corrective action, the internal controls of Midlands Technical College’s
procurement system will be adequate to ensure compliance with the Code and Regulations as
described in the audit report.

Per S.C. Code Ann. §11-35-1210, Midlands Technical College requests that the Authority
reauthorize it to make direct procurements and increase the certification limits for Construction
Services, Construction Contract Change Orders, and Architect/Engineer Contract Amendments.



STATE FISCAL ACCOUNTABILITY AUTHORITY ~ REGULAR SESSION
MEETING OF August 30, 2022 ITEMNUMBER _ 11 Page2

AGENCY: Division of Procurement Services

SUBJECT:  Audit and Certification - Midlands Technical College

AUTHORITY ACTION REQUESTED:

Authorize Midlands Technical College to make direct procurements at the following limits for
three years from date of approval:

Certification Limits

Supplies and Services' *$350,000 per commitment

Information Technology? *$150,000 per commitment

Construction Contract Award $100,000 per commitment

Construction Contract Change Order $ 50,000 per change order

Architect/Engineer Contract Amendment $ 10,000 per amendment
* Total potential purchase commitment whether single year or multi-term

contracts are used.

Further require MTC to take the following corrective measures:
1. Advertise all sole source procurements, regardless of amount, for one year, ending
August 31, 2023,
2. Provide a written corrective action plan for preparation and maintenance of sole source
documentation to the Division of Procurement Services for submittal to the Authority no
later than November 1, 2022,

3. Immediately suspend no less than 20% of its P-Cards until August 31, 2023 and notify
the Division of Procurement Services of which cards have been suspended by September
30, 2022.

! Supplies and Services includes non-IT consulting services.
2 Information Technology includes consultant assistance for any aspect of information technology, systems and networks.

ATTACHMENTS:

Agenda item worksheet and attachment



STATE FISCAL ACCOUNTABILITY AUTHORITY

AGENDA ITEM WORKSHEET
Meeting Scheduled for: August 30, 2022 Regular Agenda
1. Submitted by: %
(a) Agency: Division of Procurement Services V% & l£/
(b) Authorized Official Signature: John St. C. White, Materials Management Officer

2. Subject: Audit and Certification

3. Summary and Background Information:

The S.C. Consolidated Procurement Code and Regulations (Code) authorize agencies to make direct
procurements up to $50,000 and to enter sole source and emergency procurement contracts with no dollar
limitation. S.C. Codes §§11-35-1210(1), 1560, and 1570, and Regulation 19-445.2000C (1). The Code authorizes
the Authority to delegate additional procurement authority by assigning dollar limits below which an agency may
make direct procurements. On August 31, 2017, the Authority delegated procurement authority to Midlands

Technical College (MTC) as follows:
Certification Limits

Supplies and Services $ 350,000 per commitment
Consultant Services $ 350,000 per commitment
Information Technology $ 150,000 per commitment
Construction Contract Change Order $ 25,000 per change order
Architect/Engineer Contract Amendment $ 5,000 per amendment

In accordance with S.C. Code Ann. § 11-35-1230, the Division of Procurement Services (DPS) audited the
procurement operating policies and procedures of Midlands Technical College to determine whether the internal
controls of the College’s procurement system were adequate to ensure compliance, in all material respects, with
the S.C. Consolidated Procurement Code and ensuing regulations (Code and Regulation).

We found the internal controls of MTC’s procurement system and purchasing card procedures were not adequate
to ensure compliance with the Code and State P-Card Policy as described in the audit report and made
recommendations for improvement. Based on the findings and recommendations, DPS will conduct a follow up
audit in one year. With the implementation of the recommended corrective action, the internal controls of
Midlands Technical College’s procurement system will be adequate to ensure compliance with the Code and
Regulations as described in the audit report.

Per S.C. Code Ann. §11-35-1210, Midlands Technical College requests that the Authority reauthorize it to make
direct procurements and increase the certification limits for Construction Services, Construction Contract Change
Orders, and Architect/Engineer Contract Amendments.

4. What is Authority asked to do?
Authorize Midlands Technical College to make direct procurements at the following limits for three years from
date of approval:

Certification Limits

Supplies and Services' *$ 350,000 per commitment
Information Technology? *$ 150,000 per commitment
Construction Contract Award $ 100,000 per commitment
Construction Contract Change Order $ 50,000 per change order
Architect/Engineer Contract Amendment $ 10,000 per amendment

* Total potential purchase commitment whether single year or multi-term contracts are used.

Further require MTC to take the following corrective measures:

1. Advertise all sole source procurements, regardless of amount, for one year, ending August 31, 2023,



STATE FISCAL ACCOUNTABILITY AUTHORITY
AGENDA ITEM WORKSHEET
2. No later than November 1, 2022, provide a written corrective action plan for preparation and
maintenance of sole source documentation to the Division of Procurement Services for submittal to the

Authority.

3. Immediately suspend no less than 20% of its P-Cards until August 31, 2023 and notify the Division of
Procurement Services of which cards have been suspended by September 30, 2022.

! Supplies and Services includes non-IT consulting services.
2 Information Technology includes consultant assistance for any aspect of information technology, systems and networks.

What is recommendation of the submitting agency involved?

Authorize Midlands Technical College to make direct procurements at the limits set forth above for three years
and require MTC to implement the measures set forth above.

Private Participant Disclosure — Check one:
X No private participants will be known at the time the Authority considers this agenda item.

L] A Private Participant Disclosure form has been attached for each private participant.
As referenced on the Disclosure forms, a private participant is a natural person or non-governmental
legal entity which may directly benefit from, and is participating in or directly associated with, the
requested approval.

Recommendation of other office (as required)?

(a) Authorized Signature:
(b) Office Name:

List of Supporting Documents:
(a) S.C.Code Ann. § 11-35-1230
(b) S.C. Code Ann. § 11-35-1210
(¢) Certification Comparison

2

Upload Agenda Item Worksheet and supporting documentation in PDF and native format to the SFAA
Authority File Drop.



HENRY MCMASTER. CHAIR FAA HARVEY S. PEELER. |R.
GOVERNOR CHAIRMAN. SENATE FINANCE COMMITTEE
CURTIS M. LOFTIS, JR. J. GARY SIMRILL

STATE TREASURER State Fiscal Accountability Authority CHATRMAN, HOUSE WAYS AND MEANS COMMITTLE
RICHARD ECKSTROM, CPA ? . GRANT GILLESPIE
COMITROLLER GENERAL THE DIVISION OF PROCUREMENT SERVICES  EXLCUTIVE DIRICTOR
DELBERT H. SINGLETON, JR
DivisioN DIRECTOR
(803) 734-8018
JOHN ST, C. WHITE
MATERIALS MANAGEMENT OFFICER
(803) 737-0600
Fax: (B03) 737-0639

August 22, 2022

Mr. Delbert H. Singleton Jr.
Director

Division of Procurement Services
6™ Floor-Wade Hampton Building
Columbia, South Carolina 29201

Subject: Midlands Technical College
Procurement Audit Report

Delbert:

I have attached Midlands Technical College’s procurement audit report issued by the Office of
Audit and Certification. I concur with the report and its recommendation that the State Fiscal
Accountability Authority approve a three-year procurement certification for Midlands Technical
College and impose requirements on the College tailored to the deficiencies noted in the report.

Sincerely,

f&%aﬂ%

John St. C. White
Materials Management Officer

Attachment

1201 MAIN STREET, SUITE 600 « COLUMBIA, SOUTH CAROLINA 29201
HTTP://PROCUREMENT.SC.GOV



HENRY MCMASTER, CHAIR FAA HARVEY S. PEELER. JR.
GOVERNOR CHAIRMAN. SENATE FINANCE COMMITTEE
CURTIS M. LOFTLS, |JR J. GARY SIMRILL

STATE TREASURER State Fiscal Accounlability Authority CHAIRMAN, HOUSE WAYS AND MLANS COMMITTIL
RICHARD ECKSTROM, CPA 3 ) GRANT GILLESPIE
COMITROLLER GENERAL THE DIVISION OF PROCUREMENT SERVICES  EXECUTIVE DIRLCTOR

DELBERT H. SINGLETON, R
DIVISION DIRECTOR

(B03) 734-RM18
JOHN 5T. C. WHITE
MATERIALS MANAGEMENT OFFICER
(803} 737-0600
FAX: {803) 737-0639

August 22, 2022

Mr. John St. C. White

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

Subject: Midlands Technical College
Procurement Audit Report

John:

We have audited the internal procurement operating policies and procedures of Midlands
Technical College (MTC), for the period of July 1, 2018 to June 30, 2021, to determine whether
the internal controls of MTC’s procurement system were adequate to ensure compliance, in all
material respects, with the South Carolina Consolidated Procurement Code and ensuing

regulations (Code).

The audit disclosed conditions, as explained in the report, which we believe require corrective
action or improvement. Corrective action by MTC based on the recommendations described in
the report will, in all material respects, place the agency in compliance with the Code.

Sincerely,

)/

Crawford Milling
Director, Audit and Certification

Attachment

1201 MAIN STREET, SUITE 600 ¢+ COLUMBIA, SOUTH CAROLINA 24201
HTTP://PROCUREMENT.S5C.GOV



State Fiscal Accountability Authority

Midlands Technical College
INDEPENDENT PROCUREMENT AUDIT REPORT

For the Audit Period:
July 1, 2018 to June 30, 2021

Office of Audit & Certification
Division of Procurement Services
December 15, 2021
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INTRODUCTION
The Division of Procurement Services (DPS) audited Midlands Technical College’s (MTC)

internal procurement operating policies and procedures, as outlined in their Internal Procurement
Operating Procedures Manual, under § 11-35-1230 (1) of the South Carolina Consolidated
Procurement Code (Code) and Reg. 19-445.2020' of the ensuing regulations.

The primary objective of the audit was to determine whether, in all material respects, the
internal controls of MTC’s procurement system were adequate to ensure compliance with the Code
and ensuing regulations.

The management of MTC is responsible for the agency’s compliance with the Code. Those
responsibilities include the following:

e Identifying MTC’s procurement activities and understanding and complying with the
Code.

e Establishing and maintaining effective controls over procurement activities that provide
reasonable assurance that MTC administers its procurement programs in compliance
with the Code.

e Evaluating and monitoring MTC’s compliance with the Code.

e Taking corrective action when instances of noncompliance are identified, including
corrective action for the findings of this audit.

Because of inherent limitations in any system of internal controls, errors or irregularities may
occur and not be detected. 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 review and evaluation of the system of internal control over procurement transactions, as
well as our overall audit of procurement policies and procedures, was conducted with professional

care. However, because of the nature of audit testing, they would not necessarily disclose all

weaknesses in the system.
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INTRODUCTION
Our audit was also performed to determine if recertification under SC Code Ann. § 11-35-1210

is warranted.

On August 31, 2017 the State Fiscal Accountability Authority (SFAA) granted MTC the

following procurement certifications:

PROCUREMENT AREAS CERTIFICATION LIMITS
Supplies and Services *$ 350,000 per commitment
Consultant Services *$ 350,000 per commitment
Information Technology *$ 150,000 per commitment
Construction Contract Change Order $ 25,000 per change order
Architect/Engineer Contract Amendment $ 5,000 per amendment

During the audit MTC requested the following increases in its certification limits.

PROCUREMENT AREAS REQUESTED CERTIFICATION LIMITS
Supplies and Services *$ 350,000 per commitment
Consultant Services *$ 350,000 per commitment
Information Technology *$ 150,000 per commitment
Construction Services $ 100,000 per commitment
Construction Contract Change Order $ 50,000 per change order
Architect/Engineer Contract Amendment $ 10,000 per amendment

*Total potential purchase commitment whether single year or multi-term contracts are used.

Total Expenditures
During the audit period, MTC made expenditures as follows:

$ Amount (000s)
FY2019 FY2020 FY2021 Total

Total Spend 13,566  18.596  19.111 51272

Note: All non-P-Card expenditures were made with purchase orders.
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SCOPE

We conducted our audit to obtain sufficient, appropriate evidence to provide a reasonable basis
for our findings and conclusions based on our audit objectives. Our audit included testing, on a
sample basis, evidence about MTC’s compliance with the Code for the period July 1, 2018 through
June 30, 2021, the audit period, and performing other procedures that we considered necessary in
the circumstances. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.

The scope of our audit included, but was not limited to, a review of the following:

(1) Internal procurement and purchasing card (P-Card) procedure manuals.

(2) Written determinations for all sole source and emergency procurements. MTC reported the
following sole source and emergency procurement activity during the audit period:

Sole Source Emergency
Fiscal Year Count __ $ Amount __ Count ___$ Amount
2019 16 888,522 1 2,063
2020 18 690,046 5 138,273
2021 7 448,253 6 211,201

(3) Procurement transactions for the audit period as follows:
a) Seventy-one expenditures each exceeding $10k totaling $3.3M.
b) Direct payments of which there were none.

c) A block of sequential expenditures over a two-month period reviewed for order splitting
or the use of favored vendors.

d) Twenty-five P-Card transactions for two judgementally selected months for compliance
with the South Carolina Purchasing Card Policy and Procedures (State P-Card Policy).
During the audit period MTC had 185 cardholders that made P-Card expenditures as

follows:
Fiscal Year Count $ _Amount
2019 8,586 2,297,741
2020 7,979 2,137,610
2021 7,046 1,928,015

(4) Two Design-Bid-Build projects totaling approximately $292k, one small construction project
totaling approximately $38k, two Indefinite Quantity Contracts totaling approximately $100k
and one Construction Management at Risk project totaling approximately $1.4M for
compliance with the Manual for Planning and Execution of State Permanent Improvements.

(5) Disposition of unauthorized procurements. MTC reported the following unauthorized
procurement activity to DPS during the audit period:

Fiscal Year Count $ Amount
2019 1 107,219
2020 e -0-
2021 - -0-

(6) Reporting of surplus property dispositions and approval of trade-ins in excess of $5k.
-3/11 -



SCOPE

(7) Small and Minority Business utilization plans and reports. MTC reported the following
activity to the Division of Small and Minority Business Contracting and Certification

(SMBCC):

Fiscal Year $ Goal $ Actual
2019 1,358,715 117,866
2020 1,336,588 45,713
2021 1,336,588 14,698
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SUMMARY OF FINDINGS

Page
I. Sole Source Procurements
A:: Sole Source Determinations Not Provided .........ccavsivmisismismiissmessssasmssises 6
MTC did not provide written determinations for 12 sole source procurements.
B. Sole Source Determinations Not Authorized...........ocoeeveeeeeeeeeeeeccerieare e eee e, 7

MTC did not date the signatures on 11 sole source written determinations and
dated two written determinations after the purchase order was issued.

II. Purchasing Card Administration
A. Internal P-Card Manual INadequate. ............cooooeeiiiomemeeeeeeeeeeeeeeneeeeseeeseeeaeeseeeennens 7

MTC'’s internal P-Card Manual is outdated and does not address key elements
of the State P-Card Policy.

B. Use of Blocked Merchant Category Codes.............coueuerieenirmeieucnisineseeseseeesseneneeenes 8
MTC made 1,608 transactions with blocked MCCs.

ITI. Blanket Purchase Agreements (BPAS).............c.ccccciveinuiiiinressncnssecsrsssssnessssssasessasssserass 8

MTC did not include one or more required terms and conditions on five BPAs
totaling approximately $57k, and three of the five did not include the required
dollar limit per call.

Note: The agency’s responses to issues raised in this report have been inserted
immediately following the recommendations in the body of the report.
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RESULTS OF AUDIT

I. Sole Source Procurements

Written determinations for all sole source and emergency procurements made pursuant to SC
Code Ann. §§ 11-35-1560 and 1570 were evaluated to assess the appropriateness of the
procurement actions and the accuracy of the quarterly reports submitted to the chief procurement
officers, as required by § 11-35-2440.

A. Sole Source Determinations Not Provided

MTC did not provide written determinations for 12 sole source procurements totaling
approximately $342k. Without written determinations, we were unable to determine the
justification for making these procurements without competition.

SC Code Ann. § 11-35-1560 (A) provides that: “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 a 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 ...item.”

The result is that these 12 procurements are illegal or unauthorized.

Regulation 19-445.2015 (A) (1) requires that, “Upon discovering after award either (a) that a
person lacking actual authority has made an unauthorized award or modification of a contract or
(b) that a contract award or modification is otherwise in violation of the Consolidated Procurement
Code or these regulations, as defined in section G below, must either ratify the contract in

accordance with this regulation or acknowledge and declare the contract null and void.”

Recommendation: We recommend that MTC report all 12 of these procurements as illegal
or unauthorized as required by regulation. We recommend MTC develop and implement
procedures to ensure that written determinations are prepared for all sole source procurements and

properly authorized by the appropriate level of management as required by the Code.

Agency Response
Although the 12 were previously reported as sole source procurements and solicited publicity
as Intent to Sole Source, the College did not complete MMO’s form #102 for Justification for Sole
Source Procurement. Therefore, as recommended, the College will complete the paperwork and
report these as unauthorized procurements. Written changes were made to the standard procedures

for sole source procurements.
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RESULTS OF AUDIT

B. Sole Source Determinations Not Authorized

We identified 11 instances in which authorized approvers did not date their signatures on sole
source written determinations totaling approximately $475k. Without approval date, we could not
determine if authorizations for these sole source procurements occurred before contract execution.

Regulation 19-445.2105 (C) (2) requires that: “The determination must be authorized prior to
contract execution.” Accepted practice to document that required approvals are obtained on time
is for the appropriate official to date the written determination when signing it. The result is that
without dates these 11 procurements are illegal or unauthorized.

See Regulation 19-445.2015 (A) (1) in IA above.

Recommendation: We recommend that MTC report all 11 of these procurements as
unauthorized or illegal as required by regulation. We also recommend that MTC develop and
implement procedures to ensure that written determinations are prepared and properly authorized
for all sole source procurement as required by the Code.

Agency Response

These were the results of administrative oversights. The purchase orders were finalized after
the signing of MMO's form #102 for Justification for Sole Source Procurement but since the dates
were omitted, the College will comply by reporting these as unauthorized procurements. These
were previously reported as sole source procurements. Staff training was conducted, and written

changes were made to the standard procedures for sole source procurements.

II. P-Card Administration
MTC had 185 cardholders who spent approximately $6.4M during the audit period. We
reviewed MTC’s P-Card policies and procedures and tested 25 P-Card transactions for compliance

with the State P-Card Policy. We identified the following areas of non-compliance.

A. Internal P-Card Manual Inadequate

MTC's most recent P-Card manual was last updated in January of 2019 and it did not address
key elements of the State P-Card Policy. We recommend that MTC develop an updated P-Card
Manual that covers the key requirements of the State P-Card Manual including the following:

e Establishing written internal procedures for properly setting up each P-Card profile.

e A provision for documented Level 1 and I P-Card training.

e Procedures and criteria for establishing communicating single transaction limits.

e A provision for limiting the number of liaisons per cardholder. (Span of Control)

e A documented filing system and document retention policy.
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RESULTS OF AUDIT

Recommendation: We recommend that MTC revise its P-Card procedure manual to include
the key requirements of the State P-Card Policy. Procurement Services provides a P-Card manual

checklist on its website that may be helpful in revising the College’s manual.

Agency Response
The College concurs with the findings. As recommended, the College will revise its P-Card

procedure manual to include key requirements of the State P-Card Policy.

B. Use of Blocked Merchant Category Codes
MTC’s P-Card Policy requires that certain types of vendors be blocked from P-Card purchases.

As a Group B Agency under State P-Card Policy, MCC restrictions only apply when imposed by
the entity’s own P-Card Policy. MTC provided a listing of their blocked MCCs. We identified
1,608 purchases totaling $826k made under blocked MCCs without prior approval by the P-Card
Administrator.

Recommendation: We recommend MTC re-evaluate its use of blocked MCCs to make the
prohibition effective. Then revise P-Card training to increase Cardholder awareness of the blocked
MCCs. Finally, MTC should develop and implement procedures for monthly P-Card liaison
reviews that include checking for blocked MCC usage.

Agency Response
The College concurs with the findings and will re-evaluate its use of blocked MCCs and make
changes in the P-Card training to increase Cardholders’ awareness of the blocked MCCs. In
addition, a more specific monthly review for P-Card liaison will be developed to verify the

checking of blocked MCCs usage.

ITII. Blanket Purchase Agreements
Five BPAs totaling approximately $57k did not describe the extent of obligation as required.

Per Regulation 19-445.2100 (E) (3) (b): “Extent of obligation. A statement that the State is
obligated only to the extent of authorized calls placed against the BPA.”

Three of the five BPAs totaling approximately $37k also did not contain the required provision
listing the names of individuals authorized to place calls against the BPAs and their respective
dollar limits. Per Regulation 19-445.2100 (E) (3) (c): “Notice of individuals authorized to place
calls and dollar limitations. A provision that lists the names of individuals authorized to place
calls under the agreement, identified by organizational component and the dollar limitations per

call for each individual shall be furnished to the supplier by the Procurement Officer.”
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RESULTS OF AUDIT

Recommendation: We recommend that MTC modify the BPAs to include the extent of
obligation statement as well as a provision listing authorized individuals and their respective dollar
limitations per call, as required by SC Code of Regulation 19-445.2100 (E). We also recommend
that MTC develop and implement procedures to ensure that future BPAs contain all terms and

conditions required by regulation.

Agency Response
The College concurs with the findings but since these are older BPAs, we are unable to go
back and modify them as the referenced documents were closed in the corresponding budget year.
The College has conducted staff training as well as made changes to the written policy for BPAs.
In closing, as the College will continue to utilize this audit as a tool to improve upon our
procurement performance, please let us know if you have any questions and/or concemns related

to the College' s responses.
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CERTIFICATION RECOMMENDATIONS

We recommend Midlands Technical College (MTC) advertise all sole source procurements,
regardless of amount, for one year, ending August 31, 2023. We further recommend that MTC shall
provide a written corrective action plan for preparation and maintenance of sole source documentation
by November 1, 2022 to the Division of Procurement Services for submittal to the five member
Authority.

We recommend twenty percent of MTC’s P-Cards be suspended immediately and remain
suspended until August 31, 2023.

We believe corrective action based on the recommendations in this report will make MTC’s
internal procurement operations consistent, in all material respects, with the South Carolina
Consolidated Procurement Code and ensuing regulations.

As provided in SC Code Ann. § 11-35-1210, we recommend that MTC’s procurement authority

to make direct agency procurements be increased to the following limits for three years:

PROCUREMENT AREAS CERTIFICATION LIMITS
Supplies and Services' *$ 350,000 per commitment
Information Technology? *$ 150,000 per commitment
Construction Services $ 100,000 per commitment
Construction Contract Change Order $ 50,000 per change order
Architect/Engineer Contract Amendment $ 10,000 per amendment

*Total potential purchase commitment whether single year or multi-term contracts are used.

EQ gy,

Edward Welch, CPA '
Audit Manager
Audit & Certification

Crawford Milling, CPA, CGMA
Director, Audit & Certification

! Supplies and Services includes non-IT consulting services
2 Information Technology includes consulting services for any aspect of information technology, systems, and networks
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END NOTES

! Regulation 19-445.2020 Certification
(A) Review Procedures.

(2) The Materials Management Officer shall review and report on the government body’s entire internal procurement
operation to include, but not be limited to the following:

(a) Adherence to provisions of the Code and these Regulations.

(b) Procurement staff and training.

(c) Adequate audit trails and purchase order register.

(d) Evidence of competition.

(e) Small purchase provisions and purchase order confirmation.

(f) Emergency and sole source procurements.

(g) Source selection.

(h) File documentation of procurements.

(1) Decisions and determinations made pursuant to section 2015.

(j) Adherence to any mandatory policies, procedures, or guidelines established by the appropriate chief
procurement officers.

(k) Adequacy of written determinations required by the Code and these Regulations.

(I) Contract administrations.

(m) Adequacy of the governmental body’s system of internal controls to ensure compliance with applicable
requirements.

(3) The report required by item A(2) shall be submitted to the board.
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SECTION 11-35-1230. Auditing and fiscal reporting.

(1) The Division of Procurement Services, through consultation with the chief procurement
officers, shall develop written plans for the auditing of state procurements.

(2) In procurement audits of governmental bodies thereafter, the auditors from the Division of
Procurement Services shall review the adequacy of the governmental body's internal controls in order to
ensure compliance with the requirement of this code and the ensuing regulations. A noncompliance
discovered through audit must be transmitted in management letters to the audited governmental body
and the board. The Division of Procurement Services shall provide in writing proposed corrective action
to governmental bodies, Based upon audit recommendations, the board may revoke certification as
provided in Section 11-35-1210 and require the governmental body to make all procurements through
the appropriate chief procurement officer above a dollar limit set by the board, until such time as the
board is assured of compliance with this code and its regulations by that governmental body.



SECTION 11-35-1210. Certification.

(1) Authority. In an amount up to fifty thousand dollars in actual or potential value, individual
governmental bodies may make direct procurements not under term contracts. Subject to the following and
subject to any ensuing regulations:

(a) the board may assign differential dollar limits below which individual governmental bodies may
make direct procurements not under term contracts. The Division of Procurement Services shall review the
respective governmental body's internal procurement operation, shall certify 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; and

(b) the Director of the Division of Procurement Services may authorize an individual governmental
body to make direct procurements not under term contracts in an amount up to one hundred fifty thousand
dollars. All authority granted pursuant to this item must be in writing, and the director shall advise the board
in writing of all such authorizations.

(2) Policy. Authorizations granted by the board or the Director of the Division of Procurement Services
to a governmental body are subject to the following:

(a) adherence to the provisions of this code and the ensuing regulations, particularly concerning
competitive procurement methods;

(b) responsiveness to user needs;

(c) obtaining the best prices for value received.

(3) Adberence to Provisions of the Code. All procurements shall be subject to all the appropriate
provisions of this code, especially regarding competitive procurement methods and nonrestrictive

specifications.

(4) Subject to subsection (1), the State Board for Technical and Comprehensive Education, in
coordination with the appropriate chief procurement officer, may approve a cumulative total of up to fifty
thousand dollars in additional procurement authority for technical colleges, provided that the Division of
Procurement Services makes no material audit findings concerning procurement. As provided by
regulation, any authority granted pursuant to this paragraph is effective when certified in writing by the
Division of Procurement Services.



For August 30, 2022 SFAA Meeting

AGENCY
FLORENCE-DARLINGTON TECH

GREENVILLE TECHNICAL COLLEGE
HORRY-GEORGETOWN TECH
MIDLANDS TECHNICAL COLLEGE

SPARTANBURG COMMUNITY COLLEGE
TRI-COUNTY TECHNICAL COLLEGE
TRIDENT TECHNICAL COLLEGE

Agency Certification Audit and Certification
Comparison to Other Agencies

Architect/
Construction Engineer
CERTIFICATION Suppliesand Consultant Information Construction Contract Contract
DATE Active Services Services Technology Contract Award Change Order Amendment
5/2/2017 Y 150,000 100,000 100,000 25,000 5,000
12/17/2019 Y 100,000
12/10/2019 Y 250,000 150,000 100,000 50,000 25,000
5/14/2019 Y 250,000 150,000 150,000 25,000 10,000
8/31/2017 Y 350,000 350,000 150,000 25,000 5,000
8/30/2022 Recommende: 350,000 150,000 100,000 50,000 10,000
10/15/2019 Y 225,000 225,000 250,000 50,000 10,000
12/17/2019 Y 100,000

5/14/2019 Y 750,000 350,000 100,000 100,000 50,000



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF August 30, 2022 ITEM NUMBER __12

AGENCY: Division of Procurement Services

SUBJECT:  Audit and Certification - Northeastern Technical College

The S.C. Consolidated Procurement Code and Regulations (Code) authorize agencies to make
direct procurements up to $50,000 and to enter sole source and emergency procurement contracts
with no dollar limitation. S.C. Codes §§11-35-1210(1), 1560, and 1570, and Regulation 19-
445.2000C(1). The Code authorizes the Authority to delegate additional procurement authority by
assigning dollar limits below which an agency may make direct procurements. Northeastern
Technical College (NETC) has not been delegated any additional authority.

In accordance with the S.C. Code Ann. § 11-35-1210, the Division of Procurement Services (DPS)
audited the procurement operating policies and procedures of NETC to determine whether the
internal controls of the Agency’s procurement system were adequate to ensure compliance, in all
material respects, with the Code and ensuing regulations.

We found the internal controls of NETC’s procurement system were not adequate to ensure
compliance with the Code as described in the audit report and made recommendations for
improvement. Based on these findings and recommendations, DPS will conduct a follow up audit
in one year. With the implementation of the recommended corrective action, the internal controls
of Midlands Technical College’s procurement system will be adequate to ensure compliance with
the Code and Regulations as described in the audit report.

AUTHORITY ACTION REQUESTED:

As recommended by the Division of Procurement Services, require NETC to take the following
corrective measures:

T, No later than November 1, 2022, provide a written corrective action plan for
preparation, organization, filing and maintenance of procurement workpapers to
DPS for submittal to the Authority.

2. Immediately suspend no less than 20% of its P-Cards until August 31, 2023, and
notify DPS of which cards have been suspended by September 30, 2022.

ATTACHMENTS:

Agenda item worksheet and attachment



STATE FISCAL ACCOUNTABILITY AUTHORITY
AGENDA ITEM WORKSHEET

Meeting Scheduled for: August 30, 2022 Regular Agenda
1. Submitted by: ; E! ‘% é%
(a) Agency: Division of Procurement Services &
(b) Authorized Official Signature: Uohn St. C. White, Materials Management Officer
2. Subject: Audit and Certification
3. Summary and Background Information:

The S.C. Consolidated Procurement Code and Regulations (Code) authorize agencies to make direct
procurements up to $50,000 and to enter sole source and emergency procurement contracts with no
dollar limitation. S.C. Codes §§11-35-1210(1), 1560, and 1570, and Regulation 19-445.2000C(1). The
Code authorizes the Authority to delegate additional procurement authority by assigning dollar limits
below which an agency may make direct procurements. Northeastern Technical College (NETC) has
not been delegated any additional authority.

In accordance with the S.C. Code Ann. § 11-35-1210, the Division of Procurement Services (DPS)
audited the procurement operating policies and procedures of NETC to determine whether the internal
controls of the Agency’s procurement system were adequate to ensure compliance, in all material
respects, with the Code and ensuing regulations.

We found the internal controls of NETC’s procurement system were not adequate to ensure compliance
with the Code as described in the audit report and made recommendations for improvement. Based on
these findings and recommendations, DPS will conduct a follow up audit in one year. With the
implementation of the recommended corrective action, the internal controls of NETC’s procurement
system will be adequate to ensure compliance with the Code and Regulations as described in the audit

report.

What is Authority asked to do?
Require NETC to take the following corrective measures:
1. No later than November 1, 2022, provide a written corrective action plan for preparation, organization,
filing and maintenance of procurement workpapers to DPS for submittal to the Authority.
2. Immediately suspend no less than 20% of its P-Cards until August 31, 2023, and notify DPS of which
cards have been suspended by September 30, 2022.

What is recommendation of the submitting agency involved?
Require NETC to implement the measures set forth above.

Private Participant Disclosure — Check one:
No private participants will be known at the time the Authority considers this agenda item.

[J A Private Participant Disclosure form has been attached for each private participant.
As referenced on the Disclosure forms, a private participant is a natural person or non-governmental
legal entity which may directly benefit from, and is participating in or directly associated with, the
requested approval.

Recommendation of other office (as required)?

(a) Authorized Signature:
(b) Office Name:

List of Supporting Documents:
(a) S.C.Code Ann. § 11-35-1210



STATE FISCAL ACCOUNTABILITY AUTHORITY
AGENDA ITEM WORKSHEET

9. Upload Agenda Item Worksheet and supporting documentation in PDF and native format to the SFAA
Authority File Drop.
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GOVERNOR CHAIRMAN, SENATE FINANCE COMMITTIE
CURTIS M. LOFTIS, JR. - . . GARY SIMRILL

J Stale Fiscal Accountability Authority Icp—|.«|ruu,m. HOUSL WAYS AND MLEANS COMMITTLL

STATL TREASURLR

RICHARD ECKSTROM, CPA . GRANT GILLESPIE
COMIFTROLLLR GENERAL THE DIVISION OF PROCUREMENT SERVICES  [XECUTIVE DIRECTOR

DELBERT H. SINGLETON, |R.
DIvISION DIRECTOR

(803) 734-8018
JOHN ST. C. WHITE
MATERIALS MANAGEMENT OFEICER
(8031 737-0600
FAX: (803) 737-0639

August 22, 2022

Mr. Delbert H. Singleton Jr.
Director

Division of Procurement Services
6 Floor-Wade Hampton Building
Columbia, South Carolina 29201

Subject: Northeastern Technical College
Procurement Audit Report

Delbert:

I have attached Northeastern Technical College’s procurement audit report issued by the Office of
Audit and Certification. I concur with the report and its recommendation that the State Fiscal
Accountability Authority impose requirements on the College tailored to the deficiencies noted in
the report.

Sincerely,

(754%%&1/%

John St. C. White
Materials Management Officer

Attachment

1201 MAIN STREET, SUITE 600 « COLUMBIA, SOUTH CAROLINA 2921
HTTP://PROCUREMENT.SC.GOV



HENRY MCMASTER, CHAIR
GOVERNOR

CURTI!S M. LOFTIS. |R.

STATL TREASURLR

RICHARD ECKSTROM, CPA
COMPTROLLER GENERAL

Mr. John St. C. White

HARVEY S. PEELER. JR.
CHAIRMAN, SLNATEL TINANCL COMMITTLEE
J. GARY SIMRILL

State Fiscal Accountability Authority CHAIRMAN. HOUSE WAYS AN[ MEANS COMMITTLL

GRANT GILLESPIE
THE DIVISION OF PROCUREMENT SERVICES  (XtCUTIVE DIRICTOR

DELBERT H. SINGLETON, JR.
DIVISION DIRECTOR

(A03) 734-801R
JOHMN 5T. C. WHITE
MATERIALS MANAGEMENT OFFICER
(803) 737-0600
FAX. (B03) T37-0629

August 22, 2022

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

Subject: Northeastern Technical College
Procurement Audit Report

John:

We have audited the internal procurement operating policies and procedures of Northeastern
Technical College (NETC), for the period of October 1, 2017 to September 30, 2020, to determine
whether the internal controls of NETC’s procurement system were adequate to ensure compliance,
in all material respects, with the South Carolina Consolidated Procurement Code and ensuing

regulations (Code).

The audit disclosed conditions, as explained in the report, which we believe require corrective
action or improvement. Corrective action by NETC based on the recommendations described in

the report will, in all material respects, place the agency in compliance with the Code.

Attachment

Sincerely,

Crawford Millin%

Director, Audit and Certification

1201 MAIN STREET, SUITE 600 ¢+ COLUMBIA, SOUTH CAROLINA 29201
HTTP://PROCUREMENT.SC.GOV



Northeastern Technical College

INDEPENDENT PROCUREMENT AUDIT REPORT

For the Audit Period:
October 1, 2017 to September 30, 2020

Office of Audit & Certification
Division of Procurement Services
August 31, 2021

State Fiscal Accountability Authority
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INTRODUCTION

Per § 11-35-1230 of the South Carolina Consolidated Procurement Code and Reg. 19-
445.2020', the Division of Procurement Services (DPS) audited Northeastern Technical College’s
(NETC) internal procurement operating policies and procedures. The primary objective of the
audit was to determine whether, in all material respects, the internal controls of NETC’s
procurement system were adequate to ensure compliance with the Code and ensuing regulations.

The management of NETC is responsible for the agency’s compliance with the Code. Those
responsibilities include the following:

e Identifying the agency’s procurement activities and understanding and complying with

the Code.

e Establishing and maintaining effective controls over procurement activities that provide
reasonable assurance that the agency administers its procurement programs in
compliance with the Code.

e Evaluating and monitoring the agency’s compliance with the Code.

e Taking corrective action when instances of noncompliance are identified, including
corrective action on audit findings of this audit.

Because of inherent limitations in any system of internal controls, errors or irregularities may
occur and not be detected. 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 review and evaluation of the system of internal control over procurement transactions, as
well as our overall audit of procurement policies and procedures, was conducted with professional

care. However, because of the nature of audit testing, they would not necessarily disclose all

weaknesses in the system.

Total Expenditures
During the audit period, NETC made expenditures as follows:
$ Amount (000s)
Q2,34 Q1

FY2018 FY2019 FY2020 FY2021 Total
Total Spend 4.408 3.732 5.217 1,353 16,710
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SCOPE

We conducted our audit to obtain sufficient, appropriate evidence to provide a reasonable basis
for our findings and conclusions based on our audit objectives. Our audit included 1) testing, on
a sample basis, evidence of NETC’s compliance with the Code for the period October 1, 2017
through September 30, 2020, the audit period, and 2) performing other procedures that we
considered necessary in the circumstances. We believe that the evidence obtained provides a
reasonable basis for our findings and conclusions based on our audit objectives.

The scope of our audit included, but was not limited to, a review of the following:

(1) Internal procurement and purchasing card (P-Card) procedure manuals.

(2) All written determinations for sole source and emergency procurement during the audit period.
NETC reported the following sole source and emergency procurement activity to DPS during
the audit period:

Sole Source Emergency
Fiscal Year Count _ $ Amount _ Count __$ Amount
Q2,3,4 2018 3 247,689 - -0-
2019 5 320,114 - -0-
2020 - -0- 2 60,763
Q1 2021 2 35,745 - -0-

(3) Procurement transactions for the audit period as follows:
a) Twenty-five expenditures each exceeding $10k totaling $1.7 M.
b) Direct Expenditure Vouchers (DEVs) of which there were none.

¢) A block of sequential expenditures over a two-month period reviewed for order splitting
or the use of favored vendors.

d) Twenty-five P-Card transactions for two judgmentally selected months. There were 31
cardholders with a total spend of approximately $340k during the audit period.

scal Vear  Transsct ;
Q2,3,4 2018 787 89,729
2019 1,096 118,472

2020 988 97,265

Q1 2021 147 34,505

(4) Thirteen construction, Architect/Engineer and Related Professional Service Contracts for
compliance with the Manual for Planning and Execution of State Permanent Improvements.

(5) Disposition of unauthorized procurements. The following unauthorized procurement activity
was reported to DPS during the audit period:

Fiscal Year Count $ Amount

Q1,2,32018 - -0-
2019 . s

2020 4 133,228

Q4 2021 ; -0-
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SCOPE
(6) Reporting of surplus property dispositions, and approval of trade-ins in excess of $5k.

(7) Small and Minority Business Enterprise (MBE) utilization plans and reports. No plans or
reports were submitted during the audit period.
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III.

VI

VIL

SUMMARY OF FINDINGS

Accounting System Limitations Resulted in Unreliable Expenditure Listing .........

NETC could not provide an expenditure listing with Purchase Order numbers
at the beginning of the audit.

Illegal or Unauthorized ConsStruction............cccociiiiiieiuiiiirsineniieneessesneessasanssnssnses

NETC could not provide documentation for 10 construction projects.

Supplies & Services
A. Procurements Without Documentation............ceeeceureeeeeneseeressesieeseesensesessssssssessasses

NETC did not provide any documentation for three procurements.

B. Procurements Without Evidence of COMPELITION ..c..veeeeiiveeeuieesseeneesaeenserasaeeneesessess

NETC did not provide evidence of competition for nine procurements.

C. Procurements Initiated Without ReqUiSTtIONS ........evreeeeeieeeeieeeeeeeeeeeeeseeseeaesseesmnenanes

NETC conducted twelve procurements for which they could not provide
required purchase requisitions.

D. Inadequate Internal Control Procedures over the Procurement Process........coveeee....

NETC issued five POs after it acquired the supplies and services.

Sole Source Procurements

A. Sole Source Determinations Not Provided .............ccccooioieioiiiniionemiissieessissessesosaions

NETC did not provide written determinations for three sole source
procurements.

B. Sole Source Procurements Omitted from Reporting. .......occooovivieeeeeivereeeriieeeiaeeensanns

NETC did not report two sole source procurements.

BIvEenty PEDCURSIREIER . . .-vocoiucsiviassmvsimiims s s s it
NETC did not provide written determinations for two emergency procurements

Unauthorized ProCul@IMEIES . ... .......ciiiiieieeiiiee et sieeeeeaestaessesesssessesaessssssanssases

NETC did not provide written determinations for two unauthorized
procurements.

Internal Procurement Procedures Manual Lacked Key Provisions............ccc........

NETC’s Internal Procurement Procedures Manual lacked procedures to ensure
compliance with key elements the Code.
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SUMMARY OF FINDINGS
PAGE

VIII. P-Card Administration

Weaknesses in management oversight of the P -Card program increased the risk
that inappropriate use of P-Cards could go undetected.

A. Internal P-Card Manual Inadequate ........ooooeoeieeeeeeee oo eeeeee e e e e se e e eeann 13

NETC’s internal P-Card Manual is outdated and does not address key elements
of the State P-Card Policy.

B. Bank Statements Lacked Management and Cardholder Approval..........cccccoevvneennne. 14
Ten P-Card statements lacked supervisor/approver signatures and six lacked
cardholder signatures.

C. Required Liaison Reviews Not Performed .........c..ccooeeeereeiiciienieceeereeiesecsecsienee e 14

There was no documented review of P-Card transactions by liaisons.

B SErpNE PRI ..o e e e s 15

NETC did not identify and report surplus property to the Surplus Property
Office (SPO).

X. MBE Utilization Plans and Progress Reports Not Filed ..............c.ccoooviiiiiiienicnnnns 16
NETC did not file annual MBE utilization plans and quarterly reports.

XI. Delays in Access to Procurement ReCOTAS. ............n.eueeeieeeeeeieeeseeeeeeemeesaneneesenaes 16

We experienced delays in response to requests for documentation or
explanation during the audit.

Note: The agency’s responses to issues raised in this report have been inserted
immediately following the recommendations in the body of the report.
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RESULTS OF AUDIT

I. Accounting System Limitations Resulted in Unreliable Expenditure Listing

At the beginning of the audit, NETC was unable to provide an accurate expenditure listing that
included PO numbers. The expenditure listing NETC did provide totaled approximately $16.7M
After we completed field work, NETC provided a second expenditure listing with PO numbers.
However, this listing only totaled approximately $9.4M. The inability to provide a reliable listing
of expenditures with PO numbers is a material control weakness. System or procedural issues
cannot be identified and remedied without reliable, accurate, and complete reports.

Recommendation: We recommend NETC evaluate its ERP system’s reporting capabilities
and its workflow procedures to ensure key information such as PO numbers are captured and
reportable. Relevant reports should be designed and periodically reviewed to identify variances
from policy and procedure. For example, expenditures made without POs should be investigated
to determine if they are appropriate or if there are system or procedural issues that need to be
addressed.

Agency Response

Concur. The cause was a lack of training and knowledge of the ERP to extract the report with
purchase order numbers. The difference between the two reports provided was the initial report
was all expenditures and the second report was only expenditures with purchase order numbers.
NETC has implemented a yearlong training of the staff with the vendor on all aspects of the system

and implementing improvements to the system.

II. Illegal or Unauthorized Construction

NETC provided a list of ten construction projects. The list had no project dollar amounts or
dates; however, it indicated that nine of the projects were within NETC’s $50k authority. The
Office of State Engineer is providing oversite on the remaining project. NETC was unable to
provide requested documentation for any of the listed projects within its authority.

Regulation 19-445.2005 requires the Agency to “maintain procurement files sufficient to
satisfy the requirements of external audit.” Without adequate documentation, we are unable to
determine whether NETC complied with the Code in the acquisition of construction for the nine
projects within its authority and must assume that NETC failed to comply with the Code. The
result is that any procurements associated with these nine projects must be treated as illegal or
unauthorized.

Regulation 19-445.2015 (A) (1) requires that, “Upon discovering after award either (a) that a
person lacking authority has made an unauthorized award or modification of a contract or (b) that
a contract award or modification is otherwise in violation of the Consolidated Procurement Code
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or these regulations, the appropriate official,” as defined in 19-445.2015 (G), “must decide to either
ratify the contract in accordance with this regulation or acknowledge and declare the contract null
and void. If ratified, the contract may be continued or terminated. The contract may be ratified
only if the ratification is in the best interest of the state.”

Recommendation: We recommend NETC develop and implement procedures for
maintaining construction “procurement files sufficient to satisfy the requirements of external
audit.” We further recommend that NETC report any procurements associated with these nine
projects as illegal or unauthorized per Regulation 19-445.2015.

Agency Response

Concur. NETC has begun to implement an electronic filing system for all procurements to

easily retrieve the documentation. NETC is in the process of developing a Master List of Projects

to include the recommended elements from the audit.

III. Supplies & Services

We tested 25 procurements over $10k that totaled approximately $1.7M, out of a population
of approximately $7.2M for compliance with the Code. NETC is not certified and most of their
purchasing is from state-term contracts, interagency agreements, or for exempt educational
materials. However, the following findings are indicative of a material risk that NETC’s

procurement procedures are being bypassed or not enforced.

A. Procurements Without Documentation

NETC did not provide documentation for three procurements greater than $10k totaling
approximately $79k. Without adequate documentation, we were unable to determine whether
NETC complied with the Code in the acquisition of supplies and services for these three
procurements and must assume that NETC failed to comply with the Code. The result is that these

three procurements must be treated as illegal or unauthorized.

See Regulations 19-445.2005 and 19-445.2015 in Section II.

Recommendation: We recommend that NETC develop and implement procedures that
establish a consistent methodology for organization and location of required documentation of
procurement activity as required by the Code and regulations. We further recommend that NETC
report these three procurements as illegal or unauthorized per Regulation 19-445.2015.

Agency Response
Concur. NETC has begun to implement an electronic filing system for all procurements to

easily retrieve the documentation.
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B. Procurements Without Evidence of Competition

NETC did not provide the required evidence of competition for nine procurements greater than
$10k and less than $50k totaling approximately $173k. Without adequate documentation, we
were unable to determine whether NETC complied with the Code in the acquisition of supplies
and services for these nine procurements and must assume that NETC failed to comply with the
Code. The result is that these nine procurements must be treated as illegal or unauthorized.

SC Code Ann § 11-35-1550 (2) (b) states: "Written request for written quotes from a minimum
of three qualified sources of supply may be made and, unless adequate public notice is provided
in the South Carolina Business Opportunities, documentation of at least three bona fide,
responsive, and responsible quotes must be attached to the purchase requisition for a small
purchase not in excess of twenty-five thousand dollars, or for a small purchase of commercially
available off-the-shelf products not in excess of one hundred thousand dollars, or for a small
purchase of construction not in excess of one hundred thousand dollars. The award must be made
to the lowest responsive and responsible sources. The request for quotes must include a purchase
description. Requests must be distributed equitably among qualified supplies unless advertised as
provided above."

Recommendation: We recommend NETC develop and implement procedures to ensure that
procurements of supplies and services, information technology, and construction less than $100k
follow SC Code Ann. § 11-35-1550 (2) Small Purchase Procedures. . We further recommend that
NETC report these nine procurements as illegal or unauthorized per Regulation 19-445.2015.

Agency Response

Concur. Training has been developed and implemented for all staff that would be involved to
understand the code requirements for the different levels of small purchase procedures. The
Director of Finance has sent several emails to all staff to be aware of the various dollar thresholds

and requirements for small purchases.

C. Purchases Initiated Without Requisition

NETC did not provide purchase requisitions for 12 procurements totaling approximately

$1.2M.
NETC’s Internal Procurement Manual, Section 5 A. Requisitioning requires:

"The requisition is the most important communication between the requesting party and the
Business Office. This document notifies the Business Office that a department desires a specific
item or service. It should be forwarded to the Business Office as soon as possible in advance of
actual commodity need. Usually, it is the only document submitted; therefore, it must present
specific and complete details on the commodity or service desired. It must be correct as to the
quantity, item(s), specifications and delivery.”
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We agree that NETC’s policy that all procurements should be initiated by operations and
properly documented is an important control to prevent unnecessary or authorized procurements.
The absence of requisitions for these 12 procurements is a material control weakness.

Recommendation: We recommend NETC comply with its Internal Procurement Manual and
treat any procurement that does not comply as an unauthorized procurement per Regulation 19-
445.2015. We also recommend NETC provide clear guidance to personnel throughout the college
regarding the requirement to issue a requisition before any procurement and that documentation
of the requisition be maintained.

Agency Response

Concur. The Director of Finance has sent out a communication to all staff to explain the
process and provided training to staff responsible for purchasing for various departments to ensure
proper paperwork. The Business Office staff has been trained to ensure all proper documentation
has been submitted before processing the purchase requisition including proper authorized

signatures.

D. Inadequate Internal Controls over the Procurement Process

NETC'’s internal controls over the procurement process are inadequate or are being bypassed.
We identified five POs totaling approximately $32k that were dated after the invoice date.

Creating POs after a purchase has been made is not an effective way to ensure that supplies or
services are ordered with management approval, adequate funding, and in compliance with the
Code.

NETC’s Internal Procurement Manual section 5 B. Requisitioning, states:

The following steps are taken in the generation of [POs]:
1. Requisition is delivered to the Business Office (filled out properly with all pertinent
information and bearing all required signatures).
2. After requisition is received, priority is established. The"FIFO" (first in, first out)
method will be used except in case of extenuating circumstances.
3. Review requisition and assign proper account code.
4. Perform required purchasing steps (bids, source of supply, delivery by vendor or pick-up,
etc.).
5. If Materials Management Office approval is required, the requisition is transposed onto a
state requisition and forwarded to the Materials Management Office.
Otherwise, requisition data is keyed into the finance system and a PO is created. Each
[PO] will be distributed as follows:
i. Vendors copy to vendor unless confirmation order.
ii. Copy to Accounts Payable.
iii. Copy to Receiving Department.
6. All [PO’s] must be signed by the Procurement Officer.
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Recommendation: We recommend NETC comply with its internal Procurement Manual and
treat any procurement that does not comply as an unauthorized procurement per Regulation 19-
445.2015. We also recommend NETC provide clear guidance to personnel throughout the college

regarding the appropriate requisitioning process and use of POs.

Agency Response
Concur. The Director of Finance provided training to staff on the proper process of
procurement between purchase requisition, direct pay, and procurement card as soon as it was
identified between July and August of 2020. The Business Office staff was trained to identify and
address the situations to ensure compliance with the regulations. The divisional staff was trained

on the requirements that are responsible for purchasing.

IV. Sole Source Procurements

We assessed the written determinations for all ten Sole Source Procurements for compliance

with the Code.

A. Sole Source Determinations Not Provided

NETC did not provide written determinations for three sole source procurements totaling
approximately $248k. Without written determinations, we were unable to determine the
justification for making these procurements without competition.

SC Code Ann. § 11-35-1560 (A) provides that: “A contract may be awarded for a supply,
service, information technology, or construction item without competition if, ... the CPO, the head
of a 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 ...item.”

The result is that these three procurements are illegal or unauthorized.

Regulation 19-445.2015 address the disposition of unauthorized procurements. Section (H)
(2) states: “The written determination must include the facts and circumstances surrounding the
improper act, what corrective action is being taken to prevent recurrence, and the action taken
against the individual committing the act.”

Recommendation: We recommend NETC develop and implement procedures to ensure that
written determinations are prepared for all sole source procurements and properly authorized by
the appropriate level of management as required by the Code. NETC’s procurement procedures

manual should designate who is authorized to approve sole source procurements.
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Additionally, we recommend NETC draft the written determinations required by R 19-
445.2015 (H) (2) for these three procurements and report them as illegal or unauthorized as
required by R 19-445.2015 (I).

Agency Response

Concur. NETC was without a Procurement Manager and had several turnovers of the Director

of Finance role during the time period. The Director of Finance has provided training to the staff

on the Sole Source requirements purchase for the departments.

B. Sole Source Procurements Omitted from Reporting

NETC omitted two sole source procurements totaling approximately $58k from its statutorily
required quarterly reports.

SC Code Ann. § 11-35-2440 requires that governmental bodies submit quarterly, a record
listing of all contracts made pursuant to § 11-35-1560 — Sole Source Procurements, to the Chief
Procurement Officers.

Recommendation: We recommend that NETC report these two procurements as required, and
develop and implement written procedures, to include management review and approval, to ensure
that an accurate and complete list of all sole source procurements is reported quarterly in a timely
manner.

Agency Response

Concur. NETC was without a Procurement Manager for an extended period and the staff was
not aware of the Sole Source requirements. The Director of Finance has trained all staff that does
purchase for divisions of the requirements. This will be added to the policy and procedure manual

when revised.

V. Emergency Procurements

NETC made two emergency procurements totaling approximately $61k during the audit period
and did not provide the required written determinations for either. Without written determinations,
we were unable to determine the justification for making these procurements without competition.

SC Code Ann. § 11-35-1570 (A) states: Notwithstanding any other provisions of the code, the
chief procurement officer, the head of a purchasing agency, or a designee of either officer may
award or authorize others to award emergency contracts only when there exists an immediate threat
to public health, welfare, critical economy and efficiency, or safety under emergency conditions
as defined in regulations promulgated by the board: and provided, that such emergency
procurements shall be made with as much competition as is practical under the circumstances. A
written determination of the basis for the emergency and for the selection of the contractor shall
be included in the contract file.
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Recommendation: We recommend NETC develop and implement procedures to ensure that
written determinations are prepared and properly authorized for all emergency procurements as
required by the Code. We further recommend the procedures provide for sufficient review and
approval of emergency expenditures by the appropriate level of management to ensure they are
within the scope of the declared emergency.

Agency Response

Concur. NETC was without a Procurement Manager for an extended period and the interim

Director of Finance wasn’t aware of the emergency requirements. The current Director of Finance

has provided training to all staff that does purchases for the college departments.

VI. Unauthorized Procurements

We reviewed unauthorized procurements to determine if they were properly ratified or
terminated in accordance with Reg. 19-445.2015. We identified two instances totaling
approximately $24k, out of the four reported, where NETC properly reported unauthorized
procurements, but did not provide the required written determination.

Regulation 19-445-2015(A)(1) states: Upon discovering after award either (a) that a person
lacking actual authority has made an unauthorized award or modification of a contract or (b) that
a contract award or modification is otherwise in violation of the Consolidated Procurement Code
or these regulations, the appropriate official, as defined in G below, must decide to either ratify
the contract in accordance with this regulation or acknowledge and declare the contract null and
void. If ratified, the contract may be continued or terminated. The contract may be ratified only
if ratification is in the interest of the State.

Regulation 19-445-2015(H)(1) states: “All decisions authorized by sections A, B and E above
shall be supported by a written determination of appropriateness conforming to the requirements
of Section 11-35-210.”

Recommendation: We recommend that the appropriate official either ratify the contracts or
acknowledge and declare the contracts null and void and prepare the appropriate written
determinations as required by Regulation 19-445.2015 (A)(1) and (H)(1) and report the
unauthorized procurements to DPS.

Agency Response

Concur. NETC was without a Procurement Manager for an extended period and the staff
thought Billboards were exempt under the advertising exemption. The Director of Finance that
was hired on July 20, 2020, detected the issues, and ratified the contract with the assistance of the
SC Technical College System Office. The staff was trained on the small purchase thresholds and

communicated the only exemptions in detail what is specifically exempted.
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VII. Internal Procurement Procedures Manual Lacked Key Provisions

NETC’s internal Procurement Procedures Manual is dated July 2002. The manual is based on
the July 1, 1993 South Carolina Procurement Code and has not been approved by the Chief
Procurement Officer. The General Assembly has materially amended the Code four times since
1993. Due to its age, the manual does not provide procedures for key provisions of the Code as
required by Code and Regulation 19-445.2005. Provisions not addressed include, but are not
limited to, assignment of roles and responsibilities, procedures for commonly used source selection
methods, including the new small purchase procedures, as well as a filing system that provides for
consistent organization, and retention of procurement files.

Recommendation: We recommend NETC revise its internal procurement manual to provide
procedures for procurement personnel conducting commonly used source selection methods
including the new small purchase procedures, the assignment of roles and responsibilities, and a
consistent filing system. Procurement Services provides a Procurement Manual checklist on its
website that may assist in revising the manual. Once the manual has been revised, we recommend
NETC submit the manual to Audit and Certification for approval as required by SC Code Ann. §
11-35-540 and Reg. 19-445.2005. Upon approval, we recommend retraining staff on the revised
procedures.

Agency Response
Concur. NETC is working on revising all policies and procedures to bring them into

compliance with current procurement policies and procedures.

VIII. P-Card Administration
NETC had 31 cardholders who spent approximately $340k during the audit period. We

reviewed NETC’s P-Card policies and procedures and tested 25 P-Card transactions for
compliance with the South Carolina Purchasing Card Policy and Procedures (State P-Card Policy)

and identified the following areas of non-compliance:

A. Internal P-Card Manual Inadequate

NETC's most recent P-Card manual was last updated in May of 2007 and did not address key
elements of the State P-Card Policy, as revised March 6, 2020':

Clear assignment of roles and responsibilities

Required documentation of manager/supervisor approval
Clear description of prohibited transactions

Prohibition against order splitting

! The State P-Card Policy has since been updated on September 9, 2021.
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e A prohibition against the use of blocked MCC Codes
e Procedures for the use of BOA Works
e Requirement for a documented Level I and Level II training program

Recommendation: We recommend that NETC revise its P-Card procedure manual to include
the key requirements of the State P-Card Policy as well as the assignment of roles and
responsibilities. Procurement Services provides a P-Card manual checklist on its website that may
be helpful in revising NETC’s manual.

Agency Response

Concur. NETC trained staff based on the current South Carolina Purchasing Card Policy and
Procedure, January 1, 2020, while NETC is developing a NETC Procurement Card Policy and
Procedure Manual for the Area Commission and SFAA to approve. The Director of Finance
arrived on July 20, 2020 and began training staff in September 2020 to begin to comply with the

regulations. NETC is providing annual refresher training on the P-Card requirements.

B. Bank Statements Lacked Management & Cardholder Approval

In ten incidences, management failed to sign bank statements. In six incidences, cardholder’s
failed to sign bank statements. The lack of sufficient management oversight over the P-Card
program increases the risk of misuse and abuse.

Per State P-Card Policy, Section III(B)(8), Supervisor/Approvers, “Sign the cardholder
monthly bank statements signifying review and approval for payment. This responsibility cannot
be delegated to another person.” State P-Card Policy III(D)(4) states, cardholders “sign the
cardholder monthly bank statements attesting to the accuracy and completeness of the statement.
All signatures must be original. Signatures made with rubber stamps are prohibited.”

Recommendation: We recommend that NETC’s P-Card Manual require both management

and the cardholder to sign the activity statements as required by the State P-Card Policy.
Agency Response

Concur. As of July 2020, the Director of Finance detected the lack of signatures by the
cardholders and supervisor, which implemented training to ensure all bank statements were
reviewed and signed by the appropriate staff. The Director of Finance assumed the role of P-Card
Liaison and Administrator. The Certification Document was created and implemented for all
cardholders to sign and attach the monthly bank statement in addition to signing the bank card

statement.

C. Required Liaison Reviews Not Performed

There is no documentation of liaison review of any of the transactions tested. During the audit

the P-Card Administrator implemented new procedures that require him to perform a documented
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review of all the bank statements and all the transactions. We commend NETC for implementing
these new policies; however, we believe that these new policies may not be effective due the
number of cards being reviewed by one individual (span of control).

State P-Card Policy III (C) Liaison Responsibilities states: “The liaison reviews the transactions
for all cardholders assigned to him/her to determine that the cardholder and supervisor/approver are
complying with this State P-Card Policy, i.e., no prohibited transactions, no split transactions,
purchases are made from contract vendors when available, no deliveries to other than the business
address(s), no blocked MCC codes, etc.”

Recommendation: We recommend that NETC document procedures that were put into place
during the audit and assign responsibility for this review to departmental liaisons to reduce the
span of control to an effective level.

Agency Response
Concur. The number of Procurement Card has been reduced and have implemented a review
process to ensure compliance with the regulations. There is enough oversight with the employee,
trained supervisors, and the Director of Finance to review and sign off each statement. NETC
is a small college and with the turnover rate, the annual total might have been 31 for a given year

but typically have less than 20 active cards at any given time.

IX. Surplus Property
NETC did not identify and report surplus items to the Surplus Property Management Office

No documentation for Surplus Property disposal was provided.

SC Regulation 19-445-2150 (B) (1) Surplus Property Management states: "Reporting: Within
one hundred eighty days from the date property becomes surplus, it must be reported to the SPMO
on a turn-in-document (TID) designed by SPMO. The description, model or serial number,
acquisition cost, date of purchase and agency ID number shall be listed for each item."

Recommendation: We recommend NETC develop and implement procedures for the disposal
of Surplus Property, including the assignment of roles and responsibilities, as required by SC Code
Ann. § 11-35-3820.

Agency Response

Concur. NETC has implemented an electronic file system to track all Turn-In Documents. All
documents sent to and received from State Surplus are filed by month and year. NETC tried to
verify with State Surplus if they had any records during the audit period but was unsuccessful in

making the determination based on how State Surplus files the documents.
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X. MBE Utilization Plans and Progress Reports Not Filed
NETC had not submitted any Annual MBE Utilization Plans or Quarterly Progress Reports.

Recommendation: We recommend NETC develop and implement procedures, including
management review and approval, to require annual MBE utilization plans and quarterly progress
reports be submitted to the Office of Small and Minority Business Assistance in a timely manner
as required by SC Code Ann. § 11-35-5240 (2).

Agency Response

Concur. NETC has flagged all certified MBE vendors in the accounting system to be able to
run the reports to submit online. The Director of Finance has referred vendors to get certified by
the Governor’s Office. It is part of the procurement card training to actively look for MBE vendors
whenever possible. Purchase Cardholders are to notify the Business Office for tracking if any

MBE vendors are used by the purchase card.

XI. Delays in Access to Procurement Records

We experienced delays in response to requests for documentation or explanation during the
audit. Required procurement records did not appear to be organized in a consistent manner or
location for access by current procurement personnel. NETC had experienced significant turnover
in key procurement staff in recent years. The current Director of Finance assumed that position in
July of 2020. The Director of Finance position had been vacant for 18 months and there was no
procurement staff in place during this period. By July 2021 a new procurement staff had been
established.

During the audit, management stated that NETC implemented an electronic system for filing
all procurement documentation in a dedicated and clearly marked location including procedures
requiring all staff to review and scan documents related to procurement. NETC is cross training
staff on where records are located to ensure that records will be accessible. The State Board for
Technical and Comprehensive Education provided training for the staff in August of 2021.

Regulation 19-445.2005 (B) Procurement Records, requires “Each governmental body must
maintain procurement files sufficient to satisfy the requirements of external audit.” SC Code Ann.
§ 11-35-2430 states, “All procurement records of governmental bodies shall be retained and
disposed of in accordance with records retention guidelines and schedules approved by the
Department of Archives and History after consultation with the Attorney General.”
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Recommendation: We commend NETC for implementing new procedures that establish a
consistent methodology for organizing and locating required documentation of procurement
activity as required by the Code and regulations. We recommend that NETC include in these
procedures’ requirements for the maintenance of documentation sufficient to demonstrate
compliance with the Code and regulations and to satisfy the requirements of an external audit.
NETC should also include procedures for management review and oversight.

Agency Response
Concur. NETC has implemented an electronic filing system on the server to easily retrieve

procurement documents with a naming convention.
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CONCLUSION AND RECOMMENDATIONS

Based on the results of our audit, it appears that NETC staff were bypassing NETC’s procurement
procedures. We recommend NETC submit a corrective action plan regarding organization and filing
of procurement workpaper files by November 1, 2022 to the Division of Procurement Services for
submittal to the five member Authority.

We recommend twenty percent of NETC’s P-Cards be suspended immediately and remain
suspended until August 31, 2023.

We believe corrective action based on the recommendations described in this report will bring
NETC into compliance with the South Carolina Consolidated Procurement Code.

NETC has not requested procurement certification above the statutory limit of $50,000. Subject
to the corrective actions listed in this report, we recommend NETC be allowed to continue procuring
supplies and services, information technology, and construction up to $50,000 as provided by the
Code.

Edward"Welch, CPA
Audit Manager
Audit & Certification

w / WLJ?DD
Crawford Milling, CPA, CGMA
Director, Audit & Certification
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End Notes

! Regulation 19-445.2020 Certification
(A) Review Procedures.

(2) The Materials Management Officer shal review and report on the particular government body’s entire internal
procurement operation to include, but not be limited to the following:

3)

@
(b)
©
@
©
0
®
(1)
()
i)

(k)
)

Adherence to provisions of the Code and these Regulations.

Procurement staff and training.

Adequate audit trails and purchase order register.

Evidence of competition.

Small purchase provisions and purchase order confirmation.

Emergency and sole source procurements.

Source selection.

File documentation of procurements.

Decisions and determinations made pursuant to section 2015.

Adherence to any mandatory policies, procedures, or guidelines established by the appropriate chief
procurement officers.

Adequacy of written determinations required by the Code and these Regulations.
Contract administrations.

(m) Adequacy of the governmental body’s system of internal controls to ensure compliance with applicable

requirements.

The report required by item A(2) shall be submitted to the board.
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SECTION 11-35-1210. Certification.

(1) Authority. In an amount up to fifty thousand dollars in actual or potential value, individual
governmental bodies may make direct procurements not under term contracts. Subject to the following and
subject to any ensuing regulations:

(a) the board may assign differential dollar limits below which individual governmental bodies may
make direct procurements not under term contracts. The Division of Procurement Services shall review the
respective governmental body's internal procurement operation, shall certify 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; and

(b) the Director of the Division of Procurement Services may authorize an individual governmental
body to make direct procurements not under term contracts in an amount up fo one hundred fifty thousand
dollars. All authority granted pursuant to this item must be in writing, and the director shall advise the board
in writing of all such authorizations.

(2) Policy. Authorizations granted by the board or the Director of the Division of Procurement Services
to a governmental body are subject to the following:

(a) adherence to the provisions of this code and the ensuing regulations, particularly concerning
competitive procurement methods;

(b) responsiveness to user needs;

(c) obtaining the best prices for value received.

(3) Adherence to Provisions of the Code. All procurements shall be subject to all the appropriate
provisions of this code, especially regarding competitive procurement methods and nonrestrictive
specifications.

(4) Subject to subsection (1), the State Board for Technical and Comprehensive Education, in
coordination with the appropriate chief procurement officer, may approve a cumulative total of up to fifty
thousand dollars in additional procurement authority for technical colleges, provided that the Division of
Procurement Services makes no material audit findings concerning procurement. As provided by
regulation, any authority granted pursuant to this paragraph is effective when certified in writing by the
Division of Procurement Services.



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF August 30, 2022 ITEM NUMBER _ 13

AGENCY: Division of Procurement Services

SUBJECT:  Audit and Certification — State Accident Fund

The S.C. Consolidated Procurement Code and Regulations (Code) authorize agencies to make
direct procurements up to $50,000 and to enter sole source and emergency procurement contracts
with no dollar limitation. S.C. Codes §§11-35-1210(1), 1560, and 1570, and Regulation 19-
445.2000C(1). The Code authorizes the Authority to delegate additional procurement authority by
assigning dollar limits below which an agency may make direct procurements. The State Accident
Fund has not been delegated any additional authority.

In accordance with the S.C. Code Ann. § 11-35-1210, the Division of Procurement Services (DPS)
audited the procurement operating policies and procedures of the State Accident Fund to determine
whether the internal controls of the Agency’s procurement system were adequate to ensure
compliance, in all material respects, with the Code. Because the State Accident Fund is not
certified and has not requested procurement certification, this report is submitted as information
only.

AUTHORITY ACTION REQUESTED:

Receive the State Accident Fund’s procurement audit report for information only.

ATTACHMENTS:

Agenda item worksheet and attachment



STATE FISCAL ACCOUNTABILITY AUTHORITY
AGENDA ITEM WORKSHEET

Meeting Scheduled for: August 30, 2022 Regular Agenda

1.

Submitted by: 'Eg i%
(a) Agency: Division of Procurement Services ;
(b) Authorized Official Signature: John St. C. White, Materials Management Officer

Subject: Audit and Certification

Summary and Background Information:

The S.C. Consolidated Procurement Code and Regulations (Code) authorize agencies to make direct
procurements up to $50,000 and to enter sole source and emergency procurement contracts with no
dollar limitation. S.C. Codes §§11-35-1210(1), 1560, and 1570, and Regulation 19-445.2000C(1). The
Code authorizes the Authority to delegate additional procurement authority by assigning dollar limits
below which an agency may make direct procurements. The State Accident Fund has not been delegated
any additional authority.

In accordance with the S.C. Code Ann. § 11-35-1210, the Division of Procurement Services (DPS)
audited the procurement operating policies and procedures of the State Accident Fund to determine
whether the internal controls of the Agency’s procurement system were adequate to ensure compliance,
in all material respects, with the Code. Because the State Accident Fund is not certified and has not
requested procurement certification, this report is submitted as information only.

What is Authority asked to do?
Receive State Accident Fund’s procurement audit report for information only.

What is recommendation of the submitting agency involved?
DPS recommends that the Authority receive the report for information only.

Private Participant Disclosure — Check one:
No private participants will be known at the time the Authority considers this agenda item.

[J A Private Participant Disclosure form has been attached for each private participant.
As referenced on the Disclosure forms, a private participant is a natural person or non-governmental
legal entity which may directly benefit from, and is participating in or directly associated with, the
requested approval.

Recommendation of other office (as required)?

(a) Authorized Signature:
(b) Office Name:

List of Supporting Documents:
(a) S.C.Code Ann. § 11-35-1210

Upload Agenda Item Worksheet and supporting documentation in PDF and native format to the SFAA
Authority File Drop.



HENRY MCMASTER, CHAIR
GOVERNOR

CURTIS M, LOFTIS, |
STATE TREASURER

RICHARD ECKSTROM. CPA
COMPTROLLER GENERAL

THE DIVISION OF PROCUREMENT SERVICES

DELBERT H. SINGLETON, JR.
Division DIRECTOR

(803) 734-8018
JOHN ST. C. WHITE
MATERIALS MANAGEMENT OFFICER
(803) 737-0600
FAX: (803) 737-0639

July 28, 2022

Mr. Delbert H. Singleton Jr.

Director

Division of Procurement Services
6" Floor-Wade Hampton Building
Columbia, South Carolina 29201

Subject: State Accident Fund
Procurement Audit Report

Delbert:

HARVEY 5. PEELER JR
CHAIRMAN, SENATE FINANCE COMMITTEE

J. GARY SIMRILL
CHAIRMAN, HOUSE WAYS AND MEANS COMMITTEE

GRANT GILLESPLE
EXECUTIVE DIRECTOR

I have attached the State Accident Fund’s procurement audit report issued by the Office of Audit

and Certification. I concur with the report and its conclusion.

Attachment

Sincerely,

Pob, B s AT

John St. C. White
Materials Management Officer

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

HTTP://PROCUREMENT.SC.GOY



HENRY MCMASTER, CHAIR FAA HARVEY 5. PEELER. JR.
CHAIRMAN SENATL FINANCE COMMITTEE
CURTIS M. LOFTIS, JR . GARY SIMRILL

GOVERNOR
STATL TREASUKER State Fiscal Accountability Authonty CHAIIMAN. HOUSE WAYS AND MEANS COMMITTEE
RICHARD ECKSTROM, CPA GRANT GILLESPIE

COMPTROLLER GINLRAL THE DIVISION OF PROCUREMENT SERVICES  EXECUTIVE DIRECTOR

DELBERT H. SINGLETON, |R
DIVISION DIRECTOR

(R03) 734-R018
JOHN ST, C. WHITE
MATERIALS MANAGEMENT O HICER
(RO3) 737-0000
FAX: 1803} 737-D639

July 27, 2022

Mr. John St. C. White

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

Subject: State Accident Fund
Follow-up Procurement Audit Report

John:

We have audited the internal procurement operating policies and procedures of the State
Accident Fund (SAF), for the period of April 1, 2021 to January 31, 2022, to determine whether
the internal controls of SAF’s procurement system were adequate to ensure compliance, in all
material respects, with the South Carolina Consolidated Procurement Code and ensuing

regulations (Code).

Our examination found that the internal controls of SAF’s procurement system were adequate
to ensure compliance with the Code and ensuing regulations and identified no material violations
of Code.

Sincerely,

,—,,/ -PDa~

Crawford Milling
Director, Audit and Certification

Attachment

1201 MAIN STREET. SUITE 600 « COLUMBIA, SOUTH CAROLINA 29201
HTTP//PROCUREMENT.SC.GOV



State Fiscal Accountability Authority

South Carolina
State Accident Fund

FOLLOW-UP PROCUREMENT AUDIT REPORT

for the Audit Period:
April 1, 2021 to January 31, 2022

Office of Audit & Certification
Division of Procurement Services
March 17, 2022
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INTRODUCTION

The Division of Procurement Services (DPS) audited State Accident Fund’s (SAF) internal
procurement operating policies and procedures, as outlined in their internal Procurement Operating
Procedures Manual, under § 11-35-1230 of the South Carolina Consolidated Procurement Code
(Code) and Reg. 19-445.2020'. This audit was a follow-up to the period ending March 31, 2021,
audit. DPS conducted the follow-up audit at the request of the State Fiscal Accountability
Authority based on the findings in the original report.

The primary objective of our audit was to determine whether, in all material respects, the
internal controls of State Accident Fund’s procurement system were adequate to ensure

compliance with the Code and ensuing regulations.

The management of State Accident Fund is responsible for the agency’s compliance with the
Code. Those responsibilities include the following:
» Identifying the agency’s procurement activities and understanding and complying with the
Code
+ Establishing and maintaining effective controls over procurement activities that provide
reasonable assurance that the agency administers its procurement programs in compliance with
the Code
« Evaluating and monitoring the agency’s compliance with the Code
» Taking corrective action when instances of noncompliance are identified, including corrective
action on audit findings of this audit
Because of inherent limitations in any system of internal controls, errors or irregularities may
occur and not be detected. 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 review and evaluation of the system of internal control over procurement transactions, as
well as our overall audit of procurement policies and procedures, was conducted with professional

care. However, because of the nature of audit testing, they would not necessarily disclose all

weaknesses in the system.
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INTRODUCTION

Total Expenditures
During the audit period, the agency made expenditures as follows:

$ Amount (000s)
Q4 Q1,2
FY2021 FY2022 Total
POs 636 504 1,140
Direct Pays 424 1.356 1,780
Total Spend 1.060 1.860 2,920

*Claims expenses totaling $51M removed from Direct Pays
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SCOPE

We conducted our audit to obtain sufficient, appropriate evidence to provide a reasonable basis
for our findings and conclusions based on our audit objectives. Our audit included testing, on a
sample basis, evidence about SAF’s compliance with the Code for the period April 1, 2021 through
January 31, 2022, the audit period, and performing other procedures that we considered necessary
in the circumstances. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.

The scope of our audit included, but was not limited to, a review of the following:

(1) Internal procurement and purchasing card (P-Card) procedure manuals

(2) Procurement transactions for the audit period as follows:
a) Seventeen supplies & services expenditures each exceeding $10k totaling $693k.
b) Four direct payments totaling $4.2M.

¢) A block of sequential expenditures over a two-month period reviewed for order
splitting or the use of or favored vendors

d) Twenty-five P-Card transactions totaling $5k for compliance with the South
Carolina Card Policy and Procedures (State P-Card Policy). During the audit SAF
had two P-Card cardholders that made P-Card expenditures as follows:

Fiscal Year Transactions $ Amount
Q4 2021 21 2,839
Q1,2 2022 34 5,608

e) Information Technology acquisitions under approved IT Plans

(3) Construction contracts and Architect/Engineer and Related Professional Service Contracts
for compliance with the Manual for Planning and Execution of State Permanent
Improvements of which there were none.

(4) Written determinations for all sole source and emergency procurements. The following
sole source and emergency procurement activity was reported to DPS during the audit

period:
Sole Source Emergency
Fiscal Year  Count _ $ Amount Count __$ Amount
Q4, 2021 0 0 0 0
Q1,2 2022 1 17,000 0 0

(5) Disposition of unauthorized procurements. SAF reported no unauthorized procurement
activity to DPS during the audit period.

(6) Reporting of surplus property dispositions, and approval of trade-ins in excess of $5k.
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SCOPE

(7) Small and Minority Business utilization plans and reports. The following activity was
reported to the Division of Small and Minority Business Contracting and Certification
(SMBCC):

Fiscal Year $ Goal $ Actual
Q4 2021 1,672 20,400
Q1,2 2022 10,144 467

4/6



CONCLUSION

Our examination found that the internal controls of SAF’s procurement system were adequate
to ensure compliance with the Code and ensuing regulations and identified no material violations
of Code.

In our opinion the South Carolina State Accident Fund’s internal procurement operations are
consistent with the South Carolina Consolidated Procurement Code and ensuing regulations.

The Agency has not requested increased procurement certification above the $50,000 statutory
authority provided by § 11-35-1210 of the Code. As provided by SC Code Ann. § 11-35-1210,
we recommend the State Accident Fund be allowed to continue to make direct agency

procurements of supplies and services, information technology, and construction services up to

8 hefll)

Edward Welch CPA
Audit Manager,
Audit & Certification

(Js ooy

Crawford Milling, CPA, CGMA<""
Director, Audit & Certification

$50,000 per commitment.
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End Notes

i Regulation 19-445.2020 Certification
(A) Review Procedures.

(2) The Materials Management Officer shall review and report on the government body’s entire internal
procurement operation to include, but not be limited to the following:

(a) Adherence to provisions of the Code and these Regulations;

(b) Procurement staff and training;

(c) Adequate audit trails and purchase order register;

(d) Evidence of competition;

(e) Small purchase provisions and purchase order confirmation,

(f) Emergency and sole source procurements;

(g) Source selection;

(h) File documentation of procurements;

(i) Decisions and determinations made pursuant to section 2015;

(j) Adherence to any mandatory policies, procedures, or guidelines established by the appropriate chief
procurement officers;

(k) Adequacy of written determinations required by the Code and these Regulations;

(I) Contract administrations;

(m) Adequacy of the governmental body’s system of internal controls in order to ensure compliance with
applicable requirements.

(3) The report required by item A(2) shall be submitted to the board.
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Attachment 1

South Car()lina Henry D. McMaster

Governor

State Accident Fund S—

Acting Director

June 13, 2022

Via e-mail: demilling@mmo.sc.gov

Crawford Milling, CPA, CGMA

Director of Audit & Certification

Division of Procurement Services/Audit & Certification
State Fiscal Accountability Authority

1201 Main Street, Suite 600

Columbia, South Carolina 29201

RE: South Carolina State Accident Fund Follow-Up Procurement Audit Report
Dear Mr. Milling:

We are in receipt of the Follow-Up Procurement Audit Report following your follow-up
audit of the State Accident Fund (SAF)’s internal procurement operating policies and procedures.
Once again, we appreciate your time, effort, and professionalism in conducting this audit. Per the
conclusion of your report, you did not identify any material violations of the South Carolina
Consolidated Procurement Code by SAF, and “found that the internal controls of SAF’s
procurement system were adequate to ensure compliance with the Code and ensuing regulations.”
Since your audit in 2021, we at SAF have worked to ensure our procurement policies, procedures,
and practices are in full compliance with the South Carolina Consolidated Procurement Code and
its correlating regulations. We will continue to conduct internal reviews and make any necessary
changes to ensure that all future procurement actions remain in full compliance with the Code and
ensuing regulations.

Thank you again for your input and assistance in helping the State Accident Fund improve
our procurement procedures. If you have any questions please do not hesitate to contact me.

Sincerely,
Erin Farthing
Acting Director

Post Office Box 1166 (29071), 113 Reed Avenue, Lexington, South Carolina 29072
(803-896-5800) www.saf.sc.gov



SECTION 11-35-1210. Certification.

(1) Authority. In an amount up to fifty thousand dollars in actual or potential value, individual
governmental bodies may make direct procurements not under term contracts. Subject to the following and
subject to any ensuing regulations:

(a) the board may assign differential dollar limits below which individual governmental bodies may
make direct procurements not under term contracts. The Division of Procurement Services shall review the
respective governmental body's internal procurement operation, shall certify 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; and

(b) the Director of the Division of Procurement Services may authorize an individual governmental
body to make direct procurements not under term contracts in an amount up to one hundred fifty thousand
dollars. All authority granted pursuant to this item must be in writing, and the director shall advise the board
in writing of all such authorizations.

(2) Policy. Authorizations granted by the board or the Director of the Division of Procurement Services
to a governmental body are subject to the following:

(a) adherence to the provisions of this code and the ensuing regulations, particularly concerning
competitive procurement methods;

(b) responsiveness to user needs;

(c) obtaining the best prices for value received.

(3) Adherence to Provisions of the Code. All procurements shall be subject to all the appropriate
provisions of this code, especially regarding competitive procurement methods and nonrestrictive
specifications.

(4) Subject to subsection (1), the State Board for Technical and Comprehensive Education, in
coordination with the appropriate chief procurement officer, may approve a cumulative total of up to fifty
thousand dollars in additional procurement authority for technical colleges, provided that the Division of
Procurement Services makes no material audit findings concerning procurement. As provided by
regulation, any authority granted pursuant to this paragraph is effective when certified in writing by the
Division of Procurement Services.



STATE FISCAL ACCOUNTABILITY AUTHORITY  REGULAR SESSION
MEETING OF August 30, 2022 ITEM NUMBER _ 14 Page1l

AGENCY: Division of Procurement Services

SUBJECT:  Audit and Certification — SC Department of Public Safety

The S.C. Consolidated Procurement Code and Regulations (Code) authorize agencies to make
direct procurements up to $50,000 and to enter sole source and emergency procurement
contracts with no dollar limitation. S.C. Codes §§11-35-1210(1), 1560, and 1570, and
Regulation 19-445.2000C (1). The Code authorizes the Authority to delegate additional
procurement authority by assigning dollar limits below which an agency may make direct
procurements. On May 2, 2017, the Authority delegated additional procurement authority to

the SC Department of Public Safety as follows:
Certification Limits

Supplies and Services $500,000 per commitment
Consultant Services $100,000 per commitment
Information Technology $100,000 per commitment
Construction Contract Change Order $ 25,000 per change order
Architect/Engineer Contract Amendment $ 5,000 per amendment

In accordance with S.C. Code Ann. § 11-35-1230, the Division of Procurement Services
audited the procurement operating policies and procedures of the Department of Public Safety
to determine whether the internal controls of the Agency’s procurement system were adequate
to ensure compliance, in all material respects, with the S.C. Consolidated Procurement Code
and ensuing regulations (Code and Regulation). With the implementation of the recommended
corrective action, the internal controls of the Department of Public Safety’s procurement
system are adequate to ensure compliance with the Code and Regulations as described in the
audit report.

Per S.C. Code Ann. §11-35-1210, the Department of Public Safety requests that the Authority
reauthorize it to make direct procurements at the current certification limits for supplies and
services and information technology:

Certification Limits

Supplies and Services! *$ 500,000 per commitment
Information Technology? *$ 100,000 per commitment
Construction Contract Change Order $ 25,000 per change order
Architect/Engineer Contract Amendment $ 5,000 per amendment
* Total potential purchase commitment whether single year or multi-term contracts
arc used.

! Supplies and Services includes non-1T consulting services.
2 Information Technology includes consultant assistance for any aspect of information technology, systems and networks.



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF August 30, 2022 ITEM NUMBER __ 14 , Page2

AGENCY: Division of Procurement Services

SUBJECT:  Audit and Certification — SC Department of Public Safety

AUTHORITY ACTION REQUESTED:

Authorize the Department of Public Safety to make direct procurements at the following limits for
three years from date of approval:

Certification Limits

Supplies and Services' *$ 500,000 per commitment
Information Technology? *$ 100,000 per commitment
Construction Contract Change Order § 25,000 per change order
Architect/Engineer Contract Amendment § 5,000 per amendment
. Total potential purchase commitment whether single year or multi-term contracts
are used.

! Supplies and Services includes non-IT consulting services.
.2 Information Technology includes consultant assistance for any aspect of information technology, systems and networks.

ATTACHMENTS:

Agenda item worksheets and attachments



STATE FISCAL ACCOUNTABILITY AUTHORITY
AGENDA ITEM WORKSHEET

Meeting Scheduled for: August 30, 2022 Regular Agenda

1. Submitted by: .
(a) Agency: Division of Procurement Services %L‘M
(b) Authorized Official Signature: John St. C. White, Materials Management Officer

2. Subject: Audit and Certification

3. Summary and Background Information:

The S.C. Consolidated Procurement Code and Regulations (Code) authorize agencies to make direct
procurements up to $50,000 and to enter sole source and emergency procurement contracts with no dollar
limitation. S.C. Codes §§11-35-1210(1), 1560, and 1570, and Regulation 19-445.2000C (1). The Code authorizes
the Authority to delegate additional procurement authority by assigning dollar limits below which an agency may
make direct procurements. On May 2, 2017, the Authority delegated additional procurement authority to the SC
Department of Public Safety as follows:

Certification Limits

Supplies and Services $ 500,000 per commitment
Consultant Services $ 100,000 per commitment
Information Technology $ 100,000 per commitment
Construction Contract Change Order $ 25,000 per change order
Architect/Engineer Contract Amendment § 5,000 per amendment

In accordance with S.C. Code Ann. § 11-35-1230, the Division of Procurement Services audited the procurement
operating policies and procedures of the Department of Public Safety to determine whether the internal controls
of the Agency’s procurement system were adequate to ensure compliance, in all material respects, with the S.C.
Consolidated Procurement Code and ensuing regulations (Code and Regulation). With the implementation of the
recommended corrective action, the internal controls of the Department of Public Safety’s procurement system
are adequate to ensure compliance with the Code and Regulations as described in the audit report.

Per S.C. Code Ann. §11-35-1210, the Department of Public Safety requests that the Authority reauthorize it to
make direct procurements at the current certification limits for supplies and services and information technology.

4. What is Authority asked to do?
Authorize the Department of Public Safety to make direct procurements at the following limits for three years
from date of approval:

Certification Limits

Supplies and Services' *$ 500,000 per commitment
Information Technology? *$ 100,000 per commitment
Construction Contract Change Order $ 25,000 per change order
Architect/Engineer Contract Amendment $ 5,000 per amendment

* Total potential purchase commitment whether single year or multi-term contracts are used.

! Supplics and Services includes non-IT consulting services.
2 Information Technology includes consultant assistance for any aspect of information technology, systems and networks.

5. What is recommendation of the submitting agency involved?
Authorize the SC Department of Public Safety to make direct procurements at the limits set forth above for three
years.



STATE FISCAL ACCOUNTABILITY AUTHORITY
AGENDA ITEM WORKSHEET

Private Participant Disclosure — Check one:

No private participants will be known at the time the Authority considers this agenda item.
(] A Private Participant Disclosure form has been attached for each private participant.
As referenced on the Disclosure forms, a private participant is a natural person or non-governmental
legal entity which may directly benefit from, and is participating in or directly associated with, the
requested approval.

Recommendation of other office (as required)?

(a) Authorized Signature:
(b) Office Name:

List of Supporting Documents:
(a) S.C.Code Ann. § 11-35-1230
(b) S.C.Code Ann. § 11-35-1210
(c) Certification Comparison

Upload Agenda Item Worksheet and supporting documentation in PDF and native format to the SFAA
Authority File Drop.



HENRY MCMASTER, CHAIR FAA HARVEY §. PEELER. JR.
GOVERNOR CHALRMAN, SENATE FINANCE COMMITTEE
CURTIS M. LOFTIS, |R. ). GARY SIMRILL

STATE TREASURER State Fiscal Accountability Authority CHAIRMAN, HOUSE WAYS AND MEANS COMMITTEE
RICHARD ECKSTROM, CPA GRANT GILLESPIE
COMITROLLER GENERAL THE DIVISION OF PROCUREMENT SERVICES  EXECUTIVE DIRECTOR

DELBERT H. SINGLETON, JR.
DIVISION DIRECTOR

(803) 734-BO1E
JOHN ST. C. WHITE
MATERIALS MANAGEMENT OFFICER
(803) 737-0600
FAX: (B03) 737-0639

July 28, 2022

Mr. Delbert H. Singleton Jr.
Director

Division of Procurement Services
6" Floor-Wade Hampton Building
Columbia, South Carolina 29201

Subject: Department of Public Safety
Procurement Audit Report

Delbert:

[ have attached the SC Department of Public Safety’s procurement audit report issued by the Office
of Audit and Certification. I concur with the report and its recommendation that the State Fiscal
Accountability Authority approve a three-year procurement certification for the Department of
Public Safety.

Sincerely,

%&%&V%

John St. C. White
Materials Management Officer

Attachment

1201 MAIN STREET, SUITE 600 + COLUMBIA, SOUTH CAROLINA 29201
HTTP://PROCUREMENT.SC.GOV



HENRY MCMASTER, CHAIR
GOVERNOR

CURTIS M. LOFTIS, JR.
STATE TREASURER

RICHARD ECKSTROM. CPA
COMPTROLLER GENERAL

Mr. John St. C. White

i State Fiscal Accountability Authority

THE DIVISION OF PROCUREMENT SERVICES

DELBERT H. SINGLETON, |JR.
DIVISION DIRECTOR

(303) 734-8018
JOHN ST. C. WHITE
MATERIALS MANAGEMENT OFFICER
{B03) 737-0600
Fax: (803) 737-00639

July 27,2022

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

Subject: Department of Public Safety
Procurement Audit Report

John:

We have audited the internal procurement operating policies and procedures of the South

HARVEY S. PEELER. JR.
CHAIRMAN, SENATE FINANCE COMMITTEE

J. GARY SIMRILL
CHATRMAN. HOUSE WAYS AND MEANS COMMITTEE

GRANT GILLESFIE
EXECUTIVE DIRECTOR

Carolina Department of Public Safety (DPS), for the period of July 1, 2018 to June 30, 2021, to

determine whether the internal controls of DPS’ procurement system were adequate to ensure

compliance, in all material respects, with the South Carolina Consolidated Procurement Code and
ensuing regulations (Code).

The audit disclosed conditions, as explained in the report, which we believe require corrective
action or improvement. Corrective action by DPS based on the recommendations described in the

report will, in all material respects, place the agency in compliance with the Code.

Attachment

Sincerely,

bl

Crawford Milling (
Director, Audit and Certification s

1201 MAIN STREET. SUITE 600 « COLUMBIA, SOUTH CAROLINA 29201

HTTP://PROCUREMENT.SC.GOV



State Fiscal Accountability Authority

South Carolina
Department of Public Safety

INDEPENDENT PROCUREMENT AUDIT REPORT

For the Audit Period:
July 1, 2018 to June 30, 2021

Office of Audit & Certification
Division of Procurement Services
June 3, 2022
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INTRODUCTION

Procurement Services audited the Department of Public Safety’s (DPS) internal procurement
operating policies and procedures, as outlined in their Internal Procurement Operating Procedures
Manual, under § 11-35-1230 (1) of the South Carolina Consolidated Procurement Code (Code)
and Reg. 19-445.2020 of the ensuing regulations.

The primary objective of the audit was to determine whether, in all material respects, the
internal controls of DPS’s procurement system were adequate to ensure compliance with the Code
and ensuing regulations.

The management of DPS is responsible for the agency’s compliance with the Code. Those
responsibilities include the following:

e Identifying the agency’s procurement activities and understanding and complying with

the Code.

e Establishing and maintaining effective controls over procurement activities that provide
reasonable assurance that the agency administers its procurement programs in
compliance with the Code.

e Evaluating and monitoring the agency’s compliance with the Code.

e Taking corrective action when instances of noncompliance are identified, including
corrective action on the findings of this audit.

Because of inherent limitations in any system of internal controls, errors or irregularities may
occur and not be detected. 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 review and evaluation of the system of internal control over procurement transactions, as
well as our overall audit of procurement policies and procedures, was conducted with professional

care. However, because of the nature of audit testing, they would not necessarily disclose all

weaknesses in the system.
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INTRODUCTION

We also performed our audit to determine if recertification under SC Code Ann. § 11-35-1210

is warranted.

On May 2, 2017 the State Fiscal Accountability Authority (SFAA) granted DPS the following

procurement certifications:

PROCUREMENT AREAS CERTIFICATION LIMITS
Supplies and Services *$ 500,000 per commitment
Consultant Services *$ 100,000 per commitment
Information Technology *$ 100,000 per commitment
Construction Contract Change Order $ 25,000 per change order
Architect/Engineer Contract Amendment $ 5,000 per amendment

*Total potential purchase commitment whether single year or multi-term contracts are used.

During the audit, the agency did not request additional certification.

Total Expenditures
During the audit period, DPS made expenditures as follows:

$ Amount (000s)
FY2019 FY2020 FY2021 Total
POs 23,966 25,159 31,200 80,326
DEVs 23937 32217 24.504 80.658

Total Spend 47903  57.376 55,704 160,984
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SCOPE

We conducted our audit to obtain sufficient, appropriate evidence to provide a reasonable basis
for our findings and conclusions based on our audit objectives. Our audit included testing, on a
sample basis, evidence about DPS’s compliance with the Code for the period July 1, 2018 through
June 30, 2021, the audit period, and performing other procedures that we considered necessary in
the circumstances. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.

The scope of our audit included, but was not limited to, a review of the following:

(1) Internal procurement and purchasing card (P-Card) procedure manuals

(2) Written determinations for all sole source and emergency procurements. DPS reported the
following sole source and emergency procurement activity during the audit period:

Sole Source Emergency
Fiscal Year Count _$ Amount Count S Amount
2019 13 773,873 2 128,796
2020 5 647,036 2 310,730
2021 9 811,303 1 15,931

(3) Procurement transactions for the audit period as follows:
a) Seventy-one expenditures each greater than $10,000 totaling approximately $8.9M.
b) Twenty-five direct payments totaling approximately $9M.

¢) A block of sequential expenditures over a two-month period reviewed for order splitting
or the use of favored vendors.

d) Twenty-five P-Card transactions for two judgmentally selected months for compliance
with the South Carolina Purchasing Card Policy and Procedures (State P-Card Policy).
During the audit period DPS had 42 cardholders that made P-Card expenditures as follows:

Fiacal Y T 2 S A
2019 2,300 539,804
2020 2,304 562,214
2021 2,817 596,606

(4) Four Design-Bid-Build projects totaling approximately $1.IM and one small construction
project totaling approximately $70k for compliance with the Manual for Planning and
Execution of State Permanent Improvements.

(5) Reporting of surplus property dispositions and approval of trade-ins in excess of $5k.

(6) Disposition of unauthorized procurements. DPS reported no unauthorized procurement
activity to Procurement Services during the audit period:
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SCOPE

(7) Small and Minority Business utilization plans and reports. DPS reported the following
activity to the Division of Small and Minority Business Contracting and Certification

(SMBCC):

Fiscal Year SGoal  § Actual
2019 108,709 238,132
2020 112,645 262,875
2021 136,800 136,800

4/11



SUMMARY OF FINDINGS

I. Supplies and Services Contracts......................

DPS did not provide evidence of required competition for three procurements
totaling approximately $196k.

II. Sole Source Procurements

A. Sole Source Written Determinations Not Dated..........oeeeeeeeeeereeeeeeseserssrenessssssreessneees

DPS authorized approvers did not date their signatures on seven sole source
written determinations totaling approximately $354k.

B. Sole Source Written Determinations Not Reported or Reported Late .......ccccveeeeernnn.

DPS omitted 14 sole source procurements totaling approximately $1.2M from
its statutorily required quarterly reports and did not report four sole source
procurements totaling approximately $90k in a timely manner.

ITII. Blanket Purchase Agreements (BPAS) ........c.ccccceimninnrenresessnesmsssssssssssssssssenseansassenas

DPS did not specify the dollar limit per call, as required, on three BPAs totaling
approximately $19k.

Note: The agency’s responses to issues raised in this report have been inserted
immediately following the recommendations in the body of the report.

5/11
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RESULTS OF AUDIT

I. Supplies and Services Contracts
Our review of supplies and services for the audit period identified the following issues:

DPS did not provide evidence of competition for three procurements greater than $10k totaling
approximately $196k.

Per SC Code Ann § 11-35-1550 (2) (b) requires that: "Written request for written quotes from
a minimum of three qualified sources of supply may be made and, unless adequate public notice
is provided in the South Carolina Business Opportunities, documentation of at least three bona
fide, responsive, and responsible quotes must be attached to the purchase requisition for a small
purchase not in excess of twenty-five thousand dollars, or for a small purchase of commercially
available off-the-shelf products not in excess of one hundred thousand dollars, or for a small
purchase of construction not in excess of one hundred thousand dollars. The award must be made
to the lowest responsive and responsible sources. The request for quotes must include a purchase
description. Requests must be distributed equitably among qualified supplies unless advertised as
provided above."

Recommendation: We recommend that DPS develop and implement procedures to ensure
that all procurements are appropriately procured through a competitive process as required per SC
Code Ann. § 11-35-1550.

Agency Response

SCDPS concurs with this finding. While gathering the initial documentation as requested for
this audit by the auditors, these three procurements were identified as lacking competition and
reported as such to the auditors by the Director of Procurement as improper procurements. As the
products and services were already completely received, the decision to declare the contracts null
and void was unnecessary; therefore, a written determination was created for each of the three
procurements and sent to the agency Director for affirmation and reported accordingly in Audit &
Certification's Online Reporting Database on 1/14/2022. In addition, SCDPS has created an
agency term contract for thermal paper and miscellaneous vehicle equipment.

SCDPS procedures require procurements be appropriately procured through a competitive
process as required by the SC Procurement Code. The staff who conducted these three

procurements are no longer employed at SCDPS.

II. Sole Source Procurements

Sole source and emergency procurements made pursuant to SC Code Ann § 11-35-1560 and
1570, were evaluated to assess the appropriateness of the procurement actions and the accuracy of

the quarterly reports submitted to the chief procurement officers as required by § 11-35-2440.
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RESULTS OF AUDIT

A. Sole Source Written Determinations Not Dated

DPS authorized approvers did not date their signatures on seven sole source written
determinations totaling approximately $354k. Therefore, we could not determine if authorizations
for these sole source procurements were obtained before contract execution. the audit file did not
contain sufficient documentation as required, therefore, we have to assume that these eight
procurements were illegal or unauthorized.

Regulation 19-445.2105(C) (2) requires that, “The determination must be authorized prior to
contract execution”. A signature provides documentation that the authorization was made by the
appropriate official. Dating the approval provides documentation that the required approval was
obtained prior to execution of a contract for supplies and services without competition.

Regulation 19-445.2015 (A) (1) requires that, “Upon discovering after award either (a) that a
person lacking actual authority has made an unauthorized award or modification of a contract or
(b) that a contract award or modification is otherwise in violation of the Consolidated Procurement
Code or these regulations, the appropriate official, as defined in section G below, must decide to
either ratify the contract in accordance with this regulation or acknowledge and declare the contract
null and void.”

Recommendation: We recommend that these eight procurements be reported as illegal or
unauthorized as required by regulation. We further recommend DPS develop and implement
procedures to ensure that written determinations are prepared for all sole source procurements and
properly authorized by the appropriate level of management as required by regulation. We also
recommend that the format of the written determinations provide for documentation of timely
approvals. A sample form is posted on the Department of Procurement Services web site.

Agency Response

SCDPS concurs with this finding. Dates were not included on seven sole source written
determinations; however, appropriate management approval was included on all of these
documents, which, to the Procurement Officer, indicated approval of the sole source. The
Procurement Officer proceeded with the purchase order or contract based on this approval. As
evidence that these sole sources were in place prior to contract execution, four of the sole source
documents had the signed written determination attached to the PO on the date the contract or

purchase order was executed.
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RESULTS OF AUDIT

The goods receipts and payments happened after the purchase order was issued as outlined in

the table below:

Vendor Name PO Amount | Sole Source PO Date | Goods Date
Attached to Receipt Paid
PO
Vendor 1 $176,390 3/20/2019 3/20/2019 | 6/30/2019 | 6/30/2019
Vendor 2 $ 29,000 3/25/2019 3/25/2019 | 3/26/2019 | 6/24/2019
Vendor 3 $ 44,780 2/12/2019 2/12/2019 | 5/21/2019 | 5/21/2019
Vendor 4. $ 5,764 3/29/2019 4/3/2019 6/7/2019 6/10/2019

It is standard practice for written determinations to be prepared for all sole source procurements
and properly authorized by the appropriate level of management as required by regulation prior to
the Procurement Officer proceeding with a purchase order or contract. The absence of a date on
these documents was an oversight by management. Approved/authorized sole source written
determinations will be dated and attached in SCEIS upon issuance of the purchase order. In
addition, SCDPS utilizes the form posted on the Department of Procurement Services web site as
further assurance the agency is following appropriate procedures.

In accordance with Regulation 19-445.2015, as the products and services have been completely
received, the decision to declare the contracts null and void is unnecessary; therefore, a written
determination will be created for these procurements and sent to the agency Director for

affirmation and reported accordingly in Audit & Certification's Online Reporting Database.

B. Sole Source Written Determinations Not Reported or Reported Late

DPS omitted 14 sole source procurements totaling approximately $1.2M from its statutorily
required quarterly reports, and four sole source procurements totaling approximately $90k were
reported late.

SC Code Ann. § 11-35-2440 (1) (a) requires that governmental bodies submit quarterly, a
record listing of all contracts made pursuant to § 11-35-1560 — Sole Source Procurements, to the
Chief Procurement Officers.

Recommendation: We recommend that DPS develop and implement procedures, including
management review and approval, to ensure that all sole source procurements are accurately and
timely reported as required by SC Code Ann. § 11-35-2440.

Agency Response
SCDPS concurs with this finding. SCDPS is like many other agencies and has experienced
staff turnover within the Procurement Office during this audit period. Because tracking items for

quarterly reports is still a manual process, it is often an overlooked requirement when a new
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RESULTS OF AUDIT

employee is transitioning into their new position. SCDPS will ensure that sole source
procurements are accurately and timely reported by SC Code Ann. §11-35-2440. Going forward,
once a purchase order is issued as a sole source procurement, the purchase order will be reported
within the online reporting database with all documents attached to the purchase order within
SCEIS. In addition, original copies are stored in a file cabinet in the Director of Procurement's

office by date/quarter.

III. Blanket Purchase Agreements

Three BPAs totaling approximately $19k were identified that did not contain required terms
and conditions. Regulation 19-445.2100 E. (3) (c) requires: “Notice of individuals authorized to
place calls and dollar limitations. A provision that a list of names of individuals authorized to
place calls under the agreement, identified by organizational component, and the dollar limitation
per call for each individual shall be furnished to the supplier by the Procurement Officer."

Recommendation: We recommend that DPS modify the BPAs to include the dollar
limitations per call as required by SC Code of Regulation 19-445.2100. We also recommend that
DPS develop and implement procedures to ensure that future BPAs contain the terms and
conditions required by regulation.

Agency Response
SCDPS concurs with this finding. DPS will ensure that future BPAs contain the terms and

conditions required by regulation including the dollar limitations per call.

SCDPS accepts your findings and recommendations. The exceptions noted within this audit
have been discussed with Procurement Staff to ensure appropriate procedures are adhered to going
forward.

We appreciate the time, effort, and guidance you have given our agency throughout the audit

process.
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CERTIFICATION RECOMMENDATION

We believe corrective action based on the recommendations in this report will make the
Department of Public Safety’s internal procurement operations consistent with the South Carolina
Consolidated Procurement Code and ensuing regulations.

As provided in SC Code Ann. § 11-35-1210, we recommend that the Department of Public
Safety’s procurement authority to make direct agency procurements be re-certified up to the following

limits for three years:

PROCUREMENT AREAS RECOMMENDED CERTIFICATION LIMITS
Supplies and Services' *$ 500,000 per commitment
Information Technology? *$ 100,000 per commitment
Construction Contract Change Order $ 25,000 per change order
Architect/Engineer Contract Amendment $ 5,000 per amendment

* Total potential purchase commitment whether single year or multi-term contracts are

& gy

Edward Welch, CPA !

Audit Manager
Audit & Certification
mj)_ag

Crawford Milling, CPA, CGMA
Director, Audit & Certification

] Supplies and Services includes non-IT consulting services
2 Information Technology includes consulting services for any aspect of information technology, systems, and networks.
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End Notes

! Regulation 19-445.2020 Certification.

(1) Review Procedures.

(2) The Materials Management Officer shall review and report on the government body’s entire internal procurement
operation to include, but not be limited to the following:

(a) Adherence to provisions of the Code and these Regulations.

(b) Procurement staff and training.

(c) Adequate audit trails and purchase order register.

(d) Evidence of competition.

(e) Small purchase provisions and purchase order confirmation.

(f) Emergency and sole source procurements.

(g) Source selection.

(h) File documentation of procurements.

(i) Decisions and determinations made pursuant to section 2015.

(j) Adherence to any mandatory policies, procedures, or guidelines established by the appropriate chief
procurement officers.

(k) Adequacy of written determinations required by the Code and these Regulations.

(I) Contract administrations.

(m) Adequacy of the governmental body’s system of internal controls to ensure compliance with applicable
requirements.

(3) The report required by item A(2) shall be submitted to the board.
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SECTION 11-35-1230. Auditing and fiscal reporting.

(1) The Division of Procurement Services, through consultation with the chief procurement
officers, shall develop written plans for the auditing of state procurements.

(2) In procurement audits of governmental bodies thereafter, the auditors from the Division of
Procurement Services shall review the adequacy of the governmental body's internal controls in order to
ensure compliance with the requirement of this code and the ensuing regulations. A noncompliance
discovered through audit must be transmitted in management letters to the audited governmental body
and the board. The Division of Procurement Services shall provide in writing proposed corrective action
to governmental bodies. Based upon audit recommendations, the board may revoke certification as
provided in Section 11-35-1210 and require the governmental body to make all procurements through
the appropriate chief procurement officer above a dollar limit set by the board, until such time as the
board is assured of compliance with this code and its regulations by that governmental body.



SECTION 11-35-1210. Certification.

(1) Authority. In an amount up to fifty thousand dollars in actual or potential value, individual
governmental bodies may make direct procurements not under term contracts. Subject to the following and
subject to any ensuing regulations:

(a) the board may assign differential dollar limits below which individual governmental bodies may
make direct procurements not under term contracts. The Division of Procurement Services shall review the
respective governmental body's internal procurement operation, shall certify 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; and

(b) the Director of the Division of Procurement Services may authorize an individual governmental
body to make direct procurements not under term contracts in an amount up to one hundred fifty thousand
dollars. All authority granted pursuant to this item must be in writing, and the director shall advise the board
in writing of all such authorizations.

(2) Policy. Authorizations granted by the board or the Director of the Division of Procurement Services
to a governmental body are subject to the following:

(a) adherence to the provisions of this code and the ensuing regulations, particularly concerning
competitive procurement methods;

(b) responsiveness to user needs;

(c) obtaining the best prices for value received.

(3) Adherence to Provisions of the Code. All procurements shall be subject to all the appropriate
provisions of this code, especially regarding competitive procurement methods and nonrestrictive
specifications.

(4) Subject to subsection (1), the State Board for Technical and Comprehensive Education, in
coordination with the appropriate chief procurement officer, may approve a cumulative total of up to fifty
thousand dollars in additional procurement authority for technical colleges, provided that the Division of
Procurement Services makes no material audit findings concerning procurement. As provided by
regulation, any authority granted pursuant to this paragraph is effective when certified in writing by the
Division of Procurement Services.



For August 30, 2022 SFAA Meeting Agency Certification Audit and Certification
Comparison to Other Agencies

Architect/
All other Construction Construction Engineer
CERTIFICATION Supplies and Supplies and Consultant  Information  Contract Contract Change Contract
AGENCY . ~ DATE Active Services Supplies Services Services Services Technology  Award Order Amendment
ADJUTANT GENERAL, OFFICE OF THE B/21/2018 Y 100,000 100,000
ARTS COMMISSION 9/8/2021 ¥ 100,000 100,000
COMMERCE, DEPT. OF 5/14/2019 ¥ 100,000 100,000
CORRECTIONS, SC DEPT. OF B/21/2018 Y 1,000,000 100,000 100,000 100,000 100,000 50,000
EDUCATION, SC DEPT. OF 10/15/2019 Y 150,000 100,000
FORESTRY COMMISSION 10/17/2017 ¥ 200,000 75,000 100,000
1/9/2020 Y 100,000

HEALTH & ENVIRONMENTAL CONTROL, 6/27/201B Y 2,000,000 250,000 225,000

2/11/2020 Y 100,000
JUVENILE JUSTICE, DEPT. OF 12/17/2020 Y 500,000 100,000 25,000 5,000
LABOR, LICENSING & REGULATION, DEP B/21/2018 Y 100,000 100,000
MOTOR VEHICLES, DEPT. OF 5/12/2020 Y 350,000 150,000
NATURAL RESOURCES, DEPT. OF 5/1/2018 Y 300,000

9/9/2019 Y 100,000

PARKS, RECREATION & TOURISM, DEPT 5/31f2022 ¥ 250,000 250,000 250,000 50,000
PUBLIC SAFETY, DEPT. OF 5/2/2017 ¥ 500,000 100,000 100,000 25,000 5,000

B/30/2022 Recommende 500,000 100,000 25,000 5,000
STATE LAW ENFORCEMENT DIVISION (S 5/2/2017 ¥ 250,000 100,000 100,000

8/30/2022 Recommende 250,000 100,000
TRANSPORTATON, DEPT, OF 12/10/2019 Y 1,000,000 500,000 100,000 500,000 100,000 25,000

VOCATIONAL REHABILITATION 10/15/2019 Y 250,000 100,000 250,000 100,000 25,000



STATE FISCAL ACCOUNTABILITY AUTHORITY  REGULAR SESSION
MEETING OF August 30, 2022 ITEM NUMBER 15 ,Paget

AGENCY: Division of Procurement Services

SUBJECT:  Audit and Certification — State Law Enforcement Division

The S.C. Consolidated Procurement Code and Regulations (Code) authorize agencies to make
direct procurements up to $50,000 and to enter sole source and emergency procurement
contracts with no dollar limitation. S.C. Codes §§11-35-1210(1), 1560, and 1570, and
Regulation 19-445.2000C (1). The Code authorizes the Authority to delegate additional
procurement authority by assigning dollar limits below which an agency may make direct
procurements. On May 2, 2017, the Authority delegated procurement authority to the State

Law Enforcement Division as follows:
Certification Limits

Supplies and Services $ 250,000 per commitment
Consultant Services $ 100,000 per commitment
Information Technology $ 100,000 per commitment

In accordance with S.C. Code Ann. § 11-35-1230, the Division of Procurement Services
audited the procurement operating policies and procedures of the State Law Enforcement
Division to determine whether the internal controls of the State Law Enforcement Division’s
procurement system were adequate to ensure compliance, in all material respects, with the S.C.
Consolidated Procurement Code and ensuing regulations (Code and Regulation). With the
implementation of the recommended corrective action, the internal controls of the State Law
Enforcement Division’s procurement system are adequate to ensure compliance with the Code
and Regulations as described in the audit report.

Per S.C. Code Ann. §11-35-1210, the State Law Enforcement Division requests that the
Authority reauthorize it to make direct procurements at the current limits:

Certification Limits

Supplies and Services' *$250,000 per commitment
Information Technology? *$100,000 per commitment

*  Total potential purchase commitment whether single year or
multi-term contracts are used.

! Supplies and Services includes non-IT consulting services.
2 Information Technology includes consultant assistance for any aspect of information technology, systems and

networks.



STATE FISCAL ACCOUNTABILITY AUTHORITY  REGULAR SESSION
MEETING OF August 30, 2022 ITEM NUMBER __15  Page2

AGENCY: Division of Procurement Services

SUBJECT: Procurement Audit and Certification — State Law Enforcement Division

AUTHORITY ACTION REQUESTED:

Authorize the State Law Enforcement Division to make direct procurements at the following
limits for three years from date of approval:
Certification Limits

*$250,000 per commitment
*$ 100,000 per commitment

Supplies and Services'
Information Technology?
*  Total potential purchase commitment whether single year or
multi-term contracts are used.
! Supplies and Services includes non-IT consulting services.
2 Information Technology includes consultant assistance for any aspect of information technology, systems and
networks.

ATTACHMENTS:

Agenda item worksheets and attachments



STATE FISCAL ACCOUNTABILITY AUTHORITY

AGENDA ITEM WORKSHEET
Meeting Scheduled for: August 30, 2022 Regular Agenda
1. Submitted by: %
(a) Agency: Division of Procurement Services % (::/‘/
(b) Authorized Official Signature: John St. C. White, Materials Management Officer
2. Subject: Audit and Certification
3. Summary and Background Information:
The S.C. Consolidated Procurement Code and Regulations (Code) authorize agencies to make direct
procurements up to $50,000 and to enter sole source and emergency procurement contracts with no dollar
limitation. S.C. Codes §§11-35-1210(1), 1560, and 1570, and Regulation 19-445.2000C (1). The Code authorizes
the Authority to delegate additional procurement authority by assigning dollar limits below which an agency may
make direct procurements. On May 2, 2017, the Authority delegated procurement authority to the State Law
Enforcement Division as follows:
Certification Limits
Supplies and Services $ 250,000 per commitment
Consultant Services $ 100,000 per commitment
Information Technology $ 100,000 per commitment
In accordance with S.C. Code Ann. § 11-35-1230, the Division of Procurement Services audited the procurement
operating policies and procedures of the State Law Enforcement Division to determine whether the internal
controls of the State Law Enforcement Division’s procurement system were adequate to ensure compliance, in
all material respects, with the S.C. Consolidated Procurement Code and ensuing regulations (Code and
Regulation). With the implementation of the recommended corrective action, the internal controls of the State
Law Enforcement Division’s procurement system are adequate to ensure compliance with the Code and
Regulations as described in the audit report.
Per S.C. Coc}\_e Ann. §11-35-1210, the State Law Enforcement Division requests that the Authority reauthorize it
to make direct procurements at the current limits.
4. What is Authority asked to do?
Authorize the State Law Enforcement Division to make direct procurements at the following limits for three years
from date of approval:
Certification Limits
Supplies and Services' *$ 250,000 per commitment
Information Technology? *$ 100,000 per commitment
* Total potential purchase commitment whether single year or multi-term contracts are used.
! Supplies and Services includes non-IT consulting services.
2 Information Technology includes consultant assistance for any aspect of information technology, systems and networks.
5. What is recommendation of the submitting agency involved?

Authorize the State Law Enforcement Division to make direct procurements at the limits set forth above for three
years.

6. Private Participant Disclosure — Check one:

No private participants will be known at the time the Authority considers this agenda item.

] A Private Participant Disclosure form has been attached for each private participant.
As referenced on the Disclosure forms, a private participant is a natural person or non-governmental
legal entity which may directly benefit from, and is participating in or directly associated with, the
requested approval.



STATE FISCAL ACCOUNTABILITY AUTHORITY
AGENDA ITEM WORKSHEET

7. Recommendation of other office (as required)?

(a) Authorized Signature:
(b) Office Name:

8. List of Supporting Documents:
(a) S.C.Code Ann. § 11-35-1230
(b) S.C.Code Ann. § 11-35-1210
(c) Certification Comparison

9. Upload Agenda Item Worksheet and supporting documentation in PDF and native format to the SFAA
Authority File Drop.



HENRY MCMASTER, CHAIR FAA HARVEY S. PEELER. JR.
GOVERNOR CHAIRMAN. SENATE FINANCE COMMITTEE
CURTIS M. LOFTIS, |R J. GARY SIMRILL

STATE TREASURER State Fiscal Accountability Authority CHAIRMAN, HOUSE WAYS AND MEANS COMMITTLE

RICHARD ECKSTROM, CPA GRANT GILLESPIE
THE DIVISION OF PROCUREMENT SERVICES  EXECUTIVE DIRECTOR

COMITROLLER GENERAL
DELBERT H. SINGLETON, JR.
DIVISION DIRECTOR

(803) 734-BOIE

JOHN ST. C. WHITE
MATERIALS MANAGEMENT OFFICER

18031 737-0600
FAX: (BO3) 737-0639

July 28, 2022

Mr. Delbert H. Singleton Jr.
Director

Division of Procurement Services
6™ Floor-Wade Hampton Building
Columbia, South Carolina 29201

Subject: South Carolina Law Enforcement Division
Procurement Audit Report

Delbert:

I have attached the South Carolina Law Enforcement Division’s (SLED’s) procurement audit
report issued by the Office of Audit and Certification. I concur with the report and its
recommendation that the State Fiscal Accountability Authority approve a three-year procurement
certification for SLED.

Sincerely,

M%&V%

John St. C. White
Materials Management Officer

Attachment

1201 MAIN STREET, SUITE 600 « COLUMBIA, SOUTH CAROLINA 29201
HTTP://PROCUREMENT.SC.GOV



HENRY MCMASTER CHAIR
GOVERNOR

CURTIS M. LOFTIS, JR.
STATE TREASURER

RICHARD ECKSTROM, CPA
COMITROLLER GENERAL

Mr. John St. C. White

i itala Fiscal Accountability Authority

THE DIVISION OF PROCUREMENT SERVICES

DELBERT H. SINGLETON, JR.
DIVISION DIRECTOR

{803) 734-B018
JOHN ST. C. WHITE
MATERIALS MANAGEMENT OFFICER
(803} 737-0600
FaX: (BD3) 737-0639

July 27,2022

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

Subject: South Carolina Law Enforcement Division
Procurement Audit Report

John:

We have audited the internal procurement operating policies and procedures of the South
Carolina Law Enforcement Division (SLED), for the period of July 1, 2018 to June 30, 2021, to
determine whether the internal controls of SLED’s procurement system were adequate to ensure
compliance, in all material respects, with the South Carolina Consolidated Procurement Code and

ensuing regulations (Code).

The audit disclosed conditions, as explained in the report, which we believe require corrective
action or improvement. Corrective action by SLED based on the recommendations described in

HARVEY 5. PEELER. JR.
CHAIRMAN, SENATE FINANCE COMMITTEE

). GARY SIMRILL
CHAIRMAN, HOUSE WAYS AND MEANS COMMITTLE

GRANT GILLESPIE
EXECUTIVE DIRECTOR

the report will, in all material respects, place the agency in compliance with the Code.

Attachment

Sincerely,

L

Craford Milling .
Director, Audit and Certification

1201 MAIN STREET. SUITE 600 « COLUMBIA, SOUTH CAROLINA 29201

HTTP://PROCUREMENT.SC.GOV



State Fiscal Accountability Authority

State Law Enforcement Division
INDEPENDENT PROCUREMENT AUDIT REPORT

for the Audit Period:
July 1, 2018 to June 30, 2021

Office of Audit & Certification
Division of Procurement Services
December 14, 2021
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INTRODUCTION

The Division of Procurement Services (DPS) audited the State Law Enforcement Division’s
(SLED) internal procurement operating policies and procedures, as outlined in their internal
Procurement Operating Procedures Manual, under § 11-35-1230 of the South Carolina
Consolidated Procurement Code (Code) and Reg. 19-445.2020' of the ensuing regulations.

The primary objective of our audit was to determine whether, in all material respects, the
internal controls of SLED’s procurement system were adequate to ensure compliance with the

Code and ensuing regulations.

The management of SLED is responsible for the agency’s compliance with the Code. Those

responsibilities include the following:
+ ldentifying the agency’s procurement activities and understanding and complying with
the Code

» Establishing and maintaining effective controls over procurement activities that
provide reasonable assurance that the agency administers its procurement programs in
compliance with the Code

* Evaluating and monitoring the agency’s compliance with the Code

» Taking corrective action when instances of noncompliance are identified, including
corrective action on audit findings of this audit

Because of inherent limitations in any system of internal controls, errors or irregularities may
occur and not be detected. 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 review and evaluation of the system of internal control over procurement transactions, as
well as our overall audit of procurement policies and procedures, was conducted with professional
care. However, because of the nature of audit testing, they would not necessarily disclose all

weaknesses in the system.

-1/11 -



INTRODUCTION

Our audit was also performed to determine if recertification under SC Code Ann. § 11-35-1210

is warranted.

On May 2, 2017, the State Fiscal Accountability Authority (SFAA) granted SLED the

following procurement certifications:

PROCUREMENT AREAS CERTIFICATION LIMITS
Supplies and Services *$ 250,000 per commitment
Information Technology *$ 100,000 per commitment
Consultant Services *$ 100,000 per commitment

*Total potential purchase commitment whether single year or multi-term contracts are used.

Total Expenditures
During the audit period, the agency conducted procurements as follows:
$ Amount (000s)
FY2019 FY2020 FY2021 Total
PO’s 26,055 28,951 24,851 79,857
Direct Payments _12.086 11,729 12,790 36.605
Total Spend 38,142 40,679 37,642 116,463

-2/11 -



SCOPE

We conducted our audit to obtain sufficient, appropriate evidence to provide a reasonable basis
for our findings and conclusions based on our audit objectives. Our audit included testing, on a
sample basis, evidence about SLED’s compliance with the Code for the period July 1, 2018
through June 30, 2021, the audit period, and performing other procedures that we considered
necessary in the circumstances. We believe that the evidence obtained provides a reasonable basis
for our findings and conclusions based on our audit objectives.

The scope of our audit included, but was not limited to, a review of the following:

(1) Internal procurement and purchasing card (P-Card) procedure manuals

(2) Written Determinations for all sole source and emergency procurements. SLED reported
the following sole source and emergency procurement activity during the audit period:

Sole Source Emergency

Fiscal Year Count ___$ Amount Count __$ Amount
2019 95 5,182,709 8 39,422

2020 67 6,649,732 12 2,287,407

2021 53 7,866,709 1 11,480

(3) Procurement transactions for the audit period as follows:
a) Seventy-one expenditures each greater than $10k totaling approximately $6.3M.
b) Twenty-five direct payments totaling approximately $48k.

¢) A block of sequential expenditures over a two-month period reviewed for order
splitting or the use of or favored vendors

d) Twenty-five P-Card transactions for two judgmentally selected months for
compliance with the South Carolina Purchasing Card Policy (State P-Card Policy).
During the audit period SLED had 46 cardholders that made expenditures as

follows:
Fiscal Year Transactions $ Amount
2019 1,399 365,215
2020 1,243 749,025
2021 1,167 291,621

(4) Four Design-Bid-Build projects totaling approximately $1.1M for compliance with the
Manual for Planning and Execution of State Permanent Improvements

(5) Disposition of unauthorized procurements. SLED reported the following unauthorized
procurement activity to Procurement Services during the audit period:

Fiscal Year Count S Amount
2019 4 8,317
2020 3 2,730
2021 1 154

(6) Reporting of surplus property dispositions, and approval of trade-ins in excess of $5k
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SCOPE

(7) Small and Minority Business utilization plans and reports. SLED reported the following
activity to the Division of Small and Minority Business Contracting and Certification
(SMBCC):

Fiscal Year $  Goal $ Actual
2019 343,779 405,327
2020 341,434 441,905
2021 537,904 225,126
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IV.

V.

SUMMARY OF FINDINGS

Internal Procurement Procedure Manual Lacked Key Provisions .........cc.cccecvueeenn..

SLED’s internal Procurement Procedure Manual lacked key provisions to
ensure compliance with key elements of the Code.

Sole Source Procurements

Right to Protest Clause Not Included in SCBO AdS.......ccocveevrieiiriieeerenssiessseaeaees

SLED did not include the prospective bidder’s right to protest clause in the
SCBO ads for nine procurements totaling approximately $1.4M.

Supplies and Services

I'T-Plan Approval not DOCUMEnted ... ansisisrssssssisin sviasiiiimasiiss

SLED did not request verification of required IT Plan Approval prior to
executing eight IT purchases that exceeded $50k.

P-Cards
Program Administration

A InteHal P-CArd MENNAL veiveiiiiiissiiissasiiasconsssisin skiiasasssrass iossiivisaiiindosiviioi e

SLED's internal P-Card Manual does not address key elements of the State P-
Card Policy.

B. Independent Audit of Purchasing Cards Not Performed ..........cccoevueverenuerisnencisesenaenes

SLED did not perform required periodic independent audits of the P-Card
program.

Minority Business Enterprise Utilization

Annual Utilization Plans and Progress Reports Not Submitted Timely.......cocovuvenens

SLED did not submit three MBE Utilization Plans and five quarterly reports to
the SMBCC in a timely manner.

Note: The agency’s responses to issues raised in this report have been inserted

immediately following the recommendations in the body of the report. The
cover letter is at the end of the report as Attachment 1.

-5/11 -

PAGE



RESULTS OF AUDIT

I. Internal Procurement Procedure Manual Lacked Key Provisions

SLED's internal procurement procedure manual lacked key provisions to ensure compliance
with the procurement code. The following key elements were not included in SLED’s procurement
manual:

e Commonly used source selection methods - SC Code Ann § 11-35-1510.
e Competitive sealed bidding (pre-bid conferences, safeguarding of bids, acceptance and
evaluation, rejections of bids) - SC Code Ann § 11-35-1520.

e Construction procurement procedures - SC Reg. 19-445.2145.

e [T Procurements greater than $50,000 - SC Proviso 117.117

e Maintenance of procurement files - SC Reg. 19-445.2005.

e Surplus Property Management - SC Code Ann § 11-35-3820.

e Trade-in sales - SC Code Ann § 11-35-1510.

e Minority Business Enterprise Utilization - SC Code Ann § 11-35-5210.

Recommendation: We recommend SLED revise its internal procurement procedures manual
as required by SC Code Ann. § 11-35-540(3) and Reg. 19-445.2005 and submit the revised manual
to DPS for approval. Procurement Services’ website has a procurement manual checklist that may

be helpful in revising the agency’s manual.

Agency Response
Agency concurs with finding. SLED will revise the internal procurement procedures manual

as noted in the audit report and will submit to DPS for approval.

II. Sole Source Procurements
Right to Protest Clause Not Included in SCBO Ads
SLED did not include the prospective bidders' right to protest clause in the SCBO ads for nine

procurements totaling approximately $1.4M. SC Code Ann. § 11-35-1560(A) requires public

notice of intent to award without competition contain a statement of a bidder’s right to protest.
Recommendation: We recommend that SLED develop and implement procedures to ensure

that the bidder’s right to protest is included on all public notice of intent to award without

competition.

Agency Response
Agency concurs with finding. While the notice was provided on the link that the SCBO
advertisement directed vendors to view, we understand that it must be posted directly with the

advertisement posted in SCBO and will ensure that this policy is adhered to.
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RESULTS OF AUDIT

III. Supplies and Services
IT Procurement Plan Approval Not Documented

SLED did not request verification of required IT Plan approval prior to executing eight IT
purchases that exceeded $50k. Proviso 117.117 states that “With the consultation and approval of
the Division of Technology Operations, agencies must create an information technology plan for
purchases that exceed $50,000 to ensure compliance with the Statewide Strategic Information
Technology Plan and the standards defined by the division.”

Recommendation: We recommend SLED develop and implement procedures to require IT
requisitions greater than $50k include certification that the agency has IT Plan approval prior to

contract execution.

Agency Response
While the agency felt that controls were in place to adhere to this Proviso, we have added this
requirement to the agency's Policy Manual. The agency participates in the reporting of the annual
IT Plan. All agency shopping carts that are created with IT General Ledger Codes, regardless of
the dollar value, currently route through the IT Director for approval before the workflow goes to
Procurement. A new process will be put in place to have a Proviso specific approval from the IT

Director for each Procurement that is $50,000 or greater.

IV. P-Cards

Program Administration
A. Internal P-Card Manual

SLED's internal p-card manual did not address the following provisions:
e Annual review of internal policy.
e Monitoring cardholder accounts for inactivity
e Default accounting codes.
e Hierarchical review and approval of purchases
e Procedures for increasing the Single Transaction Limits greater than $2.5K
e Prohibition against the use of blocked MCC codes.

e Responsibility for ensuring that the Certification Statements are submitted for approval
by the Comptroller General (CG).

State P-Card Policy Section III. A. 1. (a) requires agencies to “Develop the internal policy

governing the use of P-Cards, to include the [listed] minimum requirements.”
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RESULTS OF AUDIT

Recommendation: We recommend SLED revise its internal P-Card Manual to cover the key
requirements of the State P-Card Policy. Procurement Services’ website provides a P-Card

Manual checklist which may be of assistance in revising the manual.

Agency Response
The agency concurs with this finding. SLED staff has begun working on the revision of the P-

Card Manual to adhere to the provisions listed in the audit report.

B. Independent Audit of P-Cards Not Performed
SLED had not performed independent audits of P-Card activity as required. State P-Card

Policy, Section III. A. 1. a. (ix) requires agencies to “create a provision for audit or other

independent review of all areas of program administration and transactions at least annually.”

Recommendation: We recommend SLED develop and implement procedures to ensure
independent audits of the P-Card program are conducted, at least annually, to include program
administration and transaction testing. We further recommend that these audits be performed by
individuals not associated with the P-Card program, and that the procedures for these audits be

documented in SLED’s internal p-card manual.

Agency Response
The agency concurs with this finding. The SLED Internal Auditor will perform an annual audit

of the P-Card Program beginning the current fiscal year of 2023.

V. Minority Business Enterprise Utilization
Annual Utilization Plans and Quarterly Progress Reports Not Submitted Timely

SLED did not submit three annual MBE Ultilization Plans and five quarterly reports to the
SMBCC in a timely manner. SC Code Ann. § 11-35-5240 (2) requires that MBE utilization plans
be submitted to the SMBCC for approval no later than July 30th annually and that progress reports
be submitted to the SMBCC no later than 30 days after the end of each fiscal quarter.

Recommendation: We recommend the SLED develop and implement procedures, including
management review and approval, to ensure that annual MBE utilization plans, and quarterly
progress reports are submitted to the SMBCC in a timely manner as required by SC Code Ann. §
11-35-5240 (2).
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RESULTS OF AUDIT

Agency Response
The Agency concurs with this finding. The SLED Procurement Staff will compile and submit
all reports in a timely manner. SLED is currently working on the 2023 MBE Utilization Plan and
will submit by July 30, 2022.
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CERTIFICATION RECOMMENDATION

We believe corrective action based on the recommendations in this report will make the State
Law Enforcement Division’s internal procurement operations consistent with the South Carolina
Consolidated Procurement Code and ensuing regulations.

As provided in SC Code Ann. § 11-35-1210, we recommend that the State Law Enforcement
Division’s procurement authority to make direct agency procurements be re-certified up to the

following limits for three years:

PROCUREMENT AREAS RECOMMENDED CERTIFICATION LIMITS
Supplies and Services' *$ 250,000 per commitment
Information Technology? $ 100,000 per commitment

* Total potential purchase commitment whether single year or multi-term contracts are used.

Ed Welch, CPA :

Audit Manager
Audit & Certification

Chy 2o

Crawford Milling, CPA, CGMA )
Director, Audit & Certification <

! Supplies and Services includes non-IT consulting services
2 Information Technology includes consulting services for any aspect of information technology, systems and
networks
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End Notes

' Regulation 19-445.2020 Certification
(A) Review Procedures.

(2) The Materials Management Officer shal review and report on the particular government body’s entire internal
procurement operation to include, but not be limited to the following:

(a) Adherence to provisions of the Code and these Regulations.

(b) Procurement staff and training.

(c) Adequate audit trails and purchase order register.

(d) Evidence of competition.

(e) Small purchase provisions and purchase order confirmation.

(f) Emergency and sole source procurements.

(g) Source selection.

(h) File documentation of procurements.

(i) Decisions and determinations made pursuant to section 2015.

(j) Adherence to any mandatory policies, procedures, or guidelines established by the appropriate chief
procurement officers.

(k) Adequacy of written determinations required by the Code and these Regulations.

() Contract administrations.

(m) Adequacy of the governmental body’s system of internal controls to ensure compliance with applicable
requirements,

(3) The report required by item A(2) shall be submitted to the board.
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SECTION 11-35-1230. Auditing and fiscal reporting.

(1) The Division of Procurement Services, through consultation with the chief procurement
officers, shall develop written plans for the auditing of state procurements.

(2) In procurement audits of governmental bodies thereafter, the auditors from the Division of
Procurement Services shall review the adequacy of the governmental body's internal controls in order to
ensure compliance with the requirement of this code and the ensuing regulations. A noncompliance
discovered through audit must be transmitted in management letters to the audited governmental body
and the board. The Division of Procurement Services shall provide in writing proposed corrective action
to governmental bodies. Based upon audit recommendations, the board may revoke certification as
provided in Section 11-35-1210 and require the governmental body to make all procurements through
the appropriate chief procurement officer above a dollar limit set by the board, until such time as the
board is assured of compliance with this code and its regulations by that governmental body.



SECTION 11-35-1210. Certification.

(1) Authority. In an amount up to fifty thousand dollars in actual or potential value, individual
governmental bodies may make direct procurements not under term contracts. Subject to the following and
subject to any ensuing regulations:

(a) the board may assign differential dollar limits below which individual governmental bodies may
make direct procurements not under term contracts. The Division of Procurement Services shall review the
respective governmental body's internal procurement operation, shall certify 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; and

(b) the Director of the Division of Procurement Services may authorize an individual governmental
body to make direct procurements not under term contracts in an amount up to one hundred fifty thousand
dollars. All authority granted pursuant to this item must be in writing, and the director shall advise the board
in writing of all such authorizations.

(2) Policy. Authorizations granted by the board or the Director of the Division of Procurement Services
to a governmental body are subject to the following:

(a) adherence to the provisions of this code and the ensuing regulations, particularly concerning
competitive procurement methods;

(b) responsiveness to user needs;

(c) obtaining the best prices for value received.

(3) Adherence to Provisions of the Code. All procurements shall be subject to all the appropriate
provisions of this code, especially regarding competitive procurement methods and nonrestrictive
specifications.

(4) Subject to subsection (1), the State Board for Technical and Comprehensive Education, in
coordination with the appropriate chief procurement officer, may approve a cumulative total of up to fifty
thousand dollars in additional procurement authority for technical colleges, provided that the Division of
Procurement Services makes no material audit findings concerning procurement. As provided by
regulation, any authority granted pursuant to this paragraph is effective when certified in writing by the
Division of Procurement Services.



For August 30, 2022 SFAA Meeting Agency Certification
Comparison to Other Agencies

Audit and Certification

Architect/
All other Construction Construction Engineer
CERTIFICATION Supplies and Supplies and Consultant Information  Contract Contract Change Contract
AGENCY DATE Active Services Supplies Services Services Services Technology  Award Order Amendment
ADJUTANT GENERAL, OFFICE OF THE B/21/2018 Y 100,000 100,000
ARTS COMMISSION 9/8/2021 Y 100,000 100,000
COMMERCE, DEPT. OF 5/14/2019 Y 100,000 100,000
CORRECTIONS, SC DEPT. OF 8/21/2018 Y 1,000,000 100,000 100,000 100,000 100,000 50,000
EDUCATION, SC DEPT. OF 10/15/2019 Y 150,000 100,000
FORESTRY COMMISSION 10/17/2017 ¥ 200,000 75,000 100,000
1/9/2020 ¥ 100,000

HEALTH & ENVIRONMENTAL CONTROL, 6/27/2018 ¥ 2,000,000 250,000 225,000

2/11f2020 Y 100,000
JUVENILE JUSTICE, DEPT. OF 12/17/2020 Y 500,000 100,000 25,000 5,000
LABOR, LICENSING & REGULATION, DEP 8/21/2018 Y 100,000 100,000
MOTOR VEHICLES, DEPT. OF 5/12/2020 ¥ 350,000 150,000
NATURAL RESOURCES, DEPT. OF 5/1/2018 Y 300,000

9/9/2019 Y 100,000

PARKS, RECREATION & TOURISM, DEPT 5/31/2022 Y 250,000 250,000 250,000 50,000
PUBLIC SAFETY, DEPT. OF 5/2/2017 ¥ 500,000 100,000 100,000 25,000 5,000

8/30/2022 Recommende 500,000 100,000 25,000 5,000
STATE LAW ENFORCEMENT DIVISION {S 5/2/2017 Y 250,000 100,000 100,000

8/30/2022 Recommende 250,000 100,000
TRANSPORTATON, DEPT. OF 12/10/2019 Y 1,000,000 500,000 100,000 500,000 100,000 25,000

VOCATIONAL REHABILITATION 10/15/2019 ¥ 250,000 100,000 250,000 100,000 25,000



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF August 30, 2022 ITEM NUMBER _16

AGENCY: Executive Director

SUBJECT: South Carolina State Ceiling Allocation Plan - 2022

Act 202 of 2022 is effective for allocations of state ceiling beginning January 1, 2022,
and thereafter. As a condition of allocating state ceiling, the Act directs the Authority to
adopt an annual State Ceiling Allocation Plan, subject to review and comment by the
Joint Bond Review Committee.

In compliance with Act 202, a proposed 2022 State Ceiling Allocation Plan has been
developed which assigns percentages of state ceiling to categories of private activity
bonds and establishes a process for its periodic allocation. The 2022 State Ceiling
Allocation Plan was approved on June 28, 2022, contingent on future approval of
competitive criteria to be included in the plan. Since the June meeting, competitive
criteria for allocation of state ceiling to authorized requests have been developed and
incorporated into the proposed Allocation Plan.

The proposed Allocation Plan was reviewed by the Joint Bond Review Committee at its
meeting of June 21, 2022. The Committee provided comments to the Authority by letter
dated June 21, 2022. Those comments are attached.

The revised Allocation Plan, including the finalized competitive criteria, was submitted
to the Committee for review at its meeting of August 23, 2022. The Committee
recommended approval of the Plan, but also recommended "that the State Fiscal
Accountability Authority carefully consider inclusion of tie breaking criteria for
multifamily housing projects in the event that an insufficient amount of limited state
ceiling is available to support an allocation for bottom-ranked projects with identical
overall rankings . . .." The Committee's recommended tie breaking criteria appear in the
attached letter.

AUTHORITY ACTION REQUESTED:

Approve the 2022 State Ceiling Allocation Plan.

ATTACHMENTS:

1 JBRC Comments dated June 21, 2022

2. Proposed 2022 South Carolina State Ceiling Allocation Plan
3. 2022 Act 202 (H. 5075)

4 JBRC Comments dated August 23, 2022



NOTE: THIS IS A TEMPORARY VERSION. THIS DOCUMENT
WILL REMAIN IN THIS VERSION UNTIL FINAL APPROVAL
BY THE LEGISLATIVE COUNCIL.

(R228, H5075)

AN ACT TO AMEND SECTION 12-6-3795, CODE OF LAWS OF
SOUTH CAROLINA, 1976, RELATING TO THE SOUTH
CAROLINA HOUSING TAX CREDPIT, SO AS TO DEFINE
TERMS AND LIMIT THE CREDIT; TO PROVIDE A ONE-TIME
AUTHORIZATION OF SOUTH CAROLINA HOUSING TAX
CREDITS FOR CERTAIN PROJECTS APPROVED BEFORE
2022; TO AMEND ARTICLE 3 OF CHAPTER 11, TITLE 1,
RELATING TO THE ALLOCATION OF STATE CEILING ON
ISSUANCE OF PRIVATE ACTIVITY BONDS, SO AS TO
REQUIRE THE STATE FISCAL ACCOUNTABILITY
AUTHORITY TO DEVELOP A STATE CEILING ALLOCATION
PLAN ANNUALLY, TO SPECIFY REQUIREMENTS OF THE
PLAN, AND TO PROVIDE A PROCESS FOR PERIODIC
ALLOCATIONS OF THE STATE CEILING; AND TO REPEAL
SECTION 1-11-370 RELATING TO INDEBTEDNESS
INCLUDED WITHIN ANY LIMITS ON PRIVATE ACTIVITY
BONDS.

Be it enacted by the General Assembly of the State of South Carolina:
South Carolina Housing Tax Credit

SECTION 1.A. Section 12-6-3795 of'the 1976 Code, as added by Act
137 of 2020, is amended to read:

“Section 12-6-3795. (A) As used in this section:

(1) °“Eligibility statement’ means a statement authorized and issued
by the South Carolina State Housing and Finance Development
Authority certifying that a given project qualifies for the South Carolina
housing tax credit, including any preliminary determination thereof.

(2) ‘Federal housing tax credit’ means the federal tax credit as
provided in Section 42 of the Internal Revenue Code of 1986, as
amended.

(3) ‘Median income’ means those incomes that are determined by
the federal Department of Housing and Urban Development guidelines
and adjusted for family size.



(4) ‘Project’ means a housing project that has restricted rents that
do not exceed thirty percent of income for at least forty percent of its
units occupied by persons or families having incomes of sixty percent or
less of the median income, or at least twenty percent of the units occupied
by persons or families having incomes of fifty percent or less of the
median income.

(5) ‘Qualified project’ means a qualified low-income building as
that term is defined in Section 42 of the Internal Revenue Code of 1986,
as amended, that is located in South Carolina and receives approval for
tax credits from the South Carolina Housing and Finance Development
Authority provided pursuant to this section.

(6) ‘Taxpayer’ means a sole proprietor, partnership, corporation of
any classification, limited liability company, or association taxable as a
business entity that is subject to South Carolina taxes pursuant to Section
12-6-510, Section 12-6-530, Chapter 11, Title 12, or Chapter 7, Title 38.

(7) ‘Federal 9 percent tax credit’ means the federal housing tax
credit described in Section 42(b)(1)(B)(i) of the Internal Revenue Code.

(8) ‘Federal 4 percent tax credit’ means the federal housing tax
credit described in Section 42(b)(1)(B)(ii) of the Internal Revenue Code.

(9) ‘Credit period’ has the meaning defined in Section 42(f)(1) of
the Internal Revenue Code.

(10) “State housing authority’ means the South Carolina State
Housing Finance and Development Authority.

(11) ‘Department of Revenue’ means the South Carolina
Department of Revenue.

(B)(1) A state tax credit pursuant to this section may be claimed
against income taxes imposed by Section 12-6-510 or 12-6-530, bank
taxes imposed pursuant to Chapter 11, Title 12, corporate license fees
imposed pursuant to Chapter 20, Title 12, and insurance premium and
retaliatory taxes imposed pursuant to Chapter 7, Title 38, to be termed
the South Carolina housing tax credit, and is allowed with respect to each
qualified project placed in service after January 1, 2020, and before
December 31, 2030, in an amount not to exceed the federal housing tax
credit allowed with respect to such qualified project, subject to the
limitations of item (5). In computing a tax payable by a taxpayer pursuant
to Section 38-7-90, the credit allowed pursuant to this section must be
treated as a premium tax paid pursuant to Section 38-7-20.

(2)(a) If under Section 42 of the Internal Revenue Code of 1986,
as amended, a portion of any federal housing tax credit taken on a project
is required to be recaptured, the taxpayer claiming any South Carolina
housing tax credit with respect to such project also is required to
recapture a portion of any South Carolina housing tax credit authorized
by this section. The state recapture amount is equal to the proportion of
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the South Carolina housing tax credit claimed by the taxpayer that equals
the proportion the federal recapture amount bears to the original federal
housing tax credit amount subject to recapture.

(b) In the event that recapture of any South Carolina housing tax
credit is required, any return submitted to the Department of Revenue,
as provided in this section, shall include the proportion of the South
Carolina housing tax credit required to be recaptured, the identity of each
taxpayer subject to the recapture, and the amount of South Carolina
housing tax credit previously allocated to such taxpayer. Any recapture
of the South Carolina housing tax credit is reported in the same manner
as any recapture of the federal housing tax credit.

(3) The total amount of the South Carolina housing tax credit
allowed by this section for a taxable year may not exceed the taxpayer’s
income tax liability. Any unused South Carolina housing tax credit may
be carried forward to apply to the taxpayer’s next five succeeding years’
tax liability. The taxpayer may not apply the credit against any prior tax
years’ tax liability.

(4) The South Carolina housing tax credit and any recaptured tax
credit, must be allocated among some or all of the partmers, members, or
shareholders of the entity owning the project in any manner agreed to by
such persons, regardless of whether such persons are allocated or
allowed any portion of the federal housing tax credit with respect to the
project.

(5)(a) The South Carolina housing tax credit allowed for any
project must supplement but not supplant the federal housing tax credit
and must be limited to an amount necessary only to achieve financial
feasibility of the project.

(b) The total amount of all South Carolina housing tax credits
that may be allocated in any calendar year must not exceed twenty
million dollars, plus the total of all unallocated tax credits, if any, for any
preceding years, and the total amount of any previously allocated tax
credits that have been recaptured, revoked, canceled, or otherwise
recovered but not otherwise reallocated.

(c) Of the dollar limitation prescribed in subitem (b), the total
amount of South Carolina housing tax credits allocated to qualified
projects utilizing the federal 9 percent tax credit must not exceed forty
percent of the dollar limitation prescribed in subitem (b). Of the South
Carolina housing tax credits allocated to qualified projects utilizing the
federal 9 percent tax credit, no less than fifty percent of the South
Carolina housing tax credits must be allocated to qualified projects
located in an eligible rural area as designated by the United States
Department of Agriculture, with the remainder allocated to (i) qualified
projects serving older persons or persons with special needs, irrespective
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of rural eligibility criteria; (ii) qualified projects supporting workforce
development as certified by the South Carolina Department of
Commerce, irrespective of rural eligibility criteria; and (iii) other
qualified projects, irrespective of rural eligibility criteria.

(d) Compliance with the dollar limitations of subitems (b) and
(c) must be determined by the total amount of South Carolina housing
tax credits allocated for one full year of the credit period applicable to
each qualified project, and not the total amount of South Carolina
housing tax credits allocated for the entire credit period applicable to
each qualified project. Compliance with the dollar limitations of
subitems (b) and (c¢) must be determined within each calendar year at the
time the state housing authority makes a preliminary determination of
any qualified project’s eligibility for the South Carolina housing tax
credit.

(e) In addition to the dollar limitation of subitem (b), allocation
of any South Carolina housing tax credit to any qualified project utilizing
the federal 4 percent tax credit is conditioned on among other things
availability and allocation to the extent necessary for the qualified
project of any state ceiling made pursuant to Article 3, Chapter 11, Title
1.

(C)(1) The state housing authority shall promulgate rules establishing
criteria upon which the eligibility statements are issued which must
include consideration of evidence of local support for the project. The
eligibility statement must specify the amount of the South Carolina
housing tax credit allowed, and must include: (i) the annual amount of
South Carolina housing tax credit allocated to the qualified project for
each year of credit the period; and (ii) the total amount of South Carolina
housing tax credit allocated to the qualified project for the entire credit
period.

(2) The state housing authority may not issue an eligibility
statement until the taxpayer provides a report to the state housing
authority detailing how the South Carolina housing tax credit will benefit
the tenants of the project, once placed in service, including without
limitation, reduced rent, and why the South Carolina housing tax credit
is essential to the financial feasibility of the project.

(3) The state housing authority must establish uniform criteria for
allocating the South Carolina housing tax credit to eligible projects
pursuant to a competitive process that promotes highest value and
greatest public benefit. The state housing authority must establish the
criteria required by this section as part of any qualified allocation plan
adopted to administer the federal housing tax credit, which must include
without limitation: (i) written notice by the state housing authority to the
county and city within which any project is proposed to be located; (ii)
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following such notice, an opportunity for public comment on the
proposed project at a public hearing conducted by the state housing
authority no less than ten business days following notice of such public
hearing, notification of which must be made by publication in a
newspaper of general circulation in the county and city within which the
proposed project is to be located; and (iii) an opportunity for the county
and the city within which the project is proposed to be located to provide
comment within no less than ten business days following such public
hearing. The criteria established pursuant to this section, and any
qualified allocation plan, are subject to the prior review and comment of
the Joint Bond Review Committee.

(4) The state housing authority must furnish no later than January
thirty-first of each year an annual report of South Carolina housing tax
credits allocated pursuant to this section, which must include for the
preceding calendar year the total amount of South Carolina housing tax
credits allocated, and for each project, the project name and location, the
amount of the South Carolina housing tax credits allocated to the project,
project ownership, total number of units assisted, and the public benefit
achieved by the project. The annual report must be furnished to the
President of the Senate, the Speaker of the House of Representatives, the
Chairman of the Senate Finance Committee, the Chairman of the House
of Representatives Ways and Means Committee, the Joint Bond Review
Committee, and the State Fiscal Accountability Authority.

(D) The Department of Revenue, in consultation with the state
housing authority, may adopt rules and policies necessary to implement
and administer the provisions of this section; provided, however, that the
state housing authority has the responsibility for: (i) allocation and
administration of the South Carolina housing tax credit; and (ii) ensuring
that the limits prescribed by subsection (B)(5)b) and (c) are not
exceeded.

(E) Notwithstanding any other provision of law, the provisions of this
section and administration thereof are subject to the oversight, and
review and comment as appropriate, of the Joint Bond Review
Committee.”

B.1. Notwithstanding the limitations prescribed by Section
12-6-3795(B)(5)(b), (c), and (d) in SECTION I.A., the General
Assembly hereby provides a one-time authorization of South Carolina
housing tax credits in an amount necessary but not exceeding one
hundred million dollars for qualified projects approved before December
31, 2021, by the State Fiscal Accountability Authority or the South
Carolina State Housing and Finance Development Authority, as
applicable. Any allocations of South Carolina housing tax credits made
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pursuant to this provision are subject to the review and comment of the
Joint Bond Review Committee. No later than thirty days following
enactment hereof, the South Carolina State Housing and Finance
Development Authority must identify and report to the President of the
Senate, the Speaker of the House of Representatives, the Chairman of
the Senate Finance Committee, the Chairman of the House of
Representatives Ways and Means Committee, the Joint Bond Review
Committee, and the State Fiscal Accountability Authority all qualified
projects to which this one-time authorization of South Carolina housing
tax credits is proposed to apply. The report must be made in such form
and substance as may be directed by the Joint Bond Review Committee.
Nothing in this provision grants any rights to, or in the processes used in
the determination of, allocation of this one-time authorization of South
Carolina housing tax credits. Decisions made pursuant to this provision
are final and are not subject to judicial or administrative review.

2. This subsection B takes effect upon approval by the Governor.

C. This SECTION takes effect upon approval by the Governor and first
applies to tax years beginning after 2021.

State ceiling allocation

SECTION 2. Article 3, Chapter 11, Title 1 of the 1976 Code is amended
to read:

“Article 3
Allocation of State Ceiling on Issuance of Private Activity Bonds

Section 1-11-500. The state ceiling on the issuance of private activity
bonds as defined in Section 146 of the Internal Revenue Code of 1986
established in the act must be certified annually by the Secretary of the
State Fiscal Accountability Authority (the state authority) based upon the
provisions of the act. The secretary of the state authority shall make this
certification as soon as practicable after the estimates of the population
of the State of South Carolina to be used in the calculation are published
by the United States Bureau of the Census but in no event later than
February first of each calendar year.

Section 1-11-510. (A) The private activity bond limit for all issuing
authorities must be allocated by the state authority in response to



authorized requests as described in Section 1-11-530 by the issuing
authorities, or as otherwise provided in Section 1-11-520(G).

(B) The aggregate private activity bond limit amount for all South
Carolina issuing authorities is allocated initially to the State for further
allocation within the limits prescribed herein.

(C) Nothing in this article or the State Ceiling Allocation Plan
adopted pursuant to this article grants any rights to, or in the processes
used in the allocation or disposition of, state ceiling. Decisions made
pursuant to this article are final and are not subject to judicial or
administrative review.

Section 1-11-520. (A) No later than September thirtieth of the year
preceding the calendar year to which the state ceiling applies, and subject
to review and comment by the Joint Bond Review Committee, the state
authority must publish a State Ceiling Allocation Plan that assigns
percentages of the state ceiling to categories of any of the permitted
purposes prescribed by the Internal Revenue Code. Without limitation,
categories of permitted purposes may include industrial and economic
development bonds; single family housing bonds; multifamily housing
bonds; student loan bonds; and any other bonds eligible for tax
exemption as a private activity bond pursuant to the Internal Revenue
Code. No initial assignment to any single category may exceed forty
percent of the state ceiling, and no minimum assignment is required for
any category.

(B) Further, the allocation plan must provide for a process of periodic
allocations of the state ceiling within each category, which for any period
generally may not exceed an amount of the state ceiling allocated to that
category equally divided among the number of periods in the year during
which allocations are to be made; provided, however, that the state
authority may, upon findings of exceptional and compelling
circumstances, amend the annual allocation plan following review and
comment by the committee.

(C) Notwithstanding the assigned percentages set forth in the
allocation plan, the state authority may but need not reassign any state
ceiling unused in prior periods as a supplement to and means to address
demand for ceiling allocation in a subsequent period. Such reassignment
may be made for any allocation category, notwithstanding its original
assignment.

(D) Unless otherwise approved in writing by the state authority
following justification and substantial findings of significance, no
authorized request may receive an allocation of state ceiling applicable
to that calendar year exceeding ten percent of the total state ceiling in the



case of an industrial or economic development project, or five percent of
the total state ceiling for any other allocation category.

(E) The allocation plan must establish competitive criteria for
allocation of state ceiling to authorized requests. Competitive criteria
may be unique to each category but must be uniform within each
category and established to achieve highest value and greatest public
benefit. Discussions of matters related to the periodic evaluation of
authorized requests may be conducted in executive session. The state
authority may utilize the services of the South Carolina Department of
Commerce, the South Carolina State Housing Finance and Development
Authority, any other state agency, and any other public or private
resources to inform and provide services for the development of the
allocation plan, including the evaluation and competitive criteria; and the
periodic evaluation of authorized requests. The Department of
Commerce and the State Housing Finance and Development Authority
are directed to provide to the state authority such assistance as may be
requested or required to accomplish the purposes of this article.

(F) Allocations of state ceiling to authorized requests must be made
in accordance with the provisions of the allocation plan and policies and
procedures adopted by the state authority.

(G) The state authority must determine the disposition of any
remaining, unused state ceiling during the final period of the calendar
year pursuant to a petition submitted in accordance with Section
1-11-530(D).

Section 1-11-530. (A) For private activity bonds proposed for issue
by other than state government issuing authorities, an authorized request
is a request included in a petition to the state authority that a specific
amount of the state ceiling be allocated to the bonds for which the
petition is filed. The petition must be accompanied by: (i) a copy of the
Inducement Contract, [nducement Resolution, or other comparable
preliminary approval entered into or adopted by the issuing authority, if
any, relating to the bonds, and (ii) such other supporting documentation
as the state authority may by policy prescribe.

(B) For private activity bonds proposed for issue by any state
government issuing authority, an authorized request is a request included
in a petition to the state authority that a specific amount of the state
ceiling be allocated to the bonds for which the petition is filed. The
petition must be accompanied by: (i) a bond resolution or comparable
action by the issuing authority authorizing the issuance of the bonds, and
(ii) such other supporting documentation as the state authority may by
policy prescribe.



(C) Each authorized request must demonstrate that the allocation
amount requested constitutes all of the private activity bond financing
contemplated at the time for the project and any other facilities located
at or used as a part of an integrated operation with the project.

(D) An issuing authority seeking an allocation of any remaining
unused state ceiling for carry-forward designation must submit to the
state authority a petition identifying the types of tax-exempt bonds to
which the carry-forward designation will apply. The petition must be
accompanied by such other supporting documentation as the state
authority may by policy prescribe. Such allocations are not subjected to
the provisions of Section 1-11-520(D), (E), and (F).

(E) Notwithstanding any other provision of this article, the state
authority may disapprove, reduce, or defer any authorized request or
petition for carryforward.

(F) The state authority must periodically furnish to the Joint Bond
Review Committee a report of petitions received, along with their
dispositions.

Section 1-11-540. Reserved.

Section 1-11-550. (A) An allocation of the state ceiling approved by
the state authority is made formal initially by a certificate which allocates
tentatively a specific amount of the state ceiling to the bonds for which
the allocation is requested. This tentative allocation certificate must
specify the state ceiling amount allocated, the issuing authority and the
project involved, and the time period during which the tentative
allocation is valid. This certificate must remind the issuing authority that
the tentative allocation is made final after the issuing authority chairman
or other duly authorized official or agent of the issuing authority, before
the issue is made, certifies the issue amount and the projected date of
issue, as is required by subsection (B) of this section. It also may include
other information considered relevant by the secretary of the state
authority.

(B) The chairman or other authorized official or agent of an issuing
authority issuing any private activity bond for which a portion of the state
ceiling has been allocated tentatively shall execute and deliver to the
secretary of the state authority an issue amount certificate setting forth
the exact amount of bonds to be issued and the projected bond issue date
which date must not be more than ten business days after the date of the
issue amount certificate and it must be before the state ceiling allocation
involved expires. The issue amount certificate may be an executed copy
of the appropriate compleied form to be submitted to the Internal
Revenue Service on the issue or it may be in the form of a letter which
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certifies the exact amount of bonds to be 1ssued and the projected date of
the issue.

(C) In response to the issuing authority’s issue amount certificate
required by subsection (B) of this section, the secretary of the state
authority is authorized to issue and, as may be necessary, to revise a
certificate making final the ceiling allocation previously approved by the
state authority on a tentative basis, if the secretary of the state authority
determines that:

(1) the issuing authority’s issue amount certificate specifies an
amount not in excess of the approved tentative ceiling allocation amount;

(2) the issue amount certificate was received prior to the issue date
projected and that the certificate is dated not more than ten days prior to
the issue date projected; provided, however, that if an issue amount
certificate is dated more than ten days prior to the date of issue of the
bonds, such certificate shall be void, and a new request must be provided
to the secretary of the state authority prior to issuance of the bonds;

(3) the issue date projected is within the time period approved
previously for the tentative ceiling allocation; and

(4) the bonds when issued and combined with the total amount of
bonds requiring a ceiling allocation included in issue amount certificates
previously submitted to the state authority by issuing authorities do not
exceed the state ceiling for the calendar year. Except under extraordinary
circumstances, the secretary of the state authority shall issue this
certificate within two business days following the date the issue amount
certificate is received.

(D) In accordance with Section 149(e)(2)(F) of the Internal Revenue
Code, the secretary of the state authority is designated as the state official
responsible for certifying, if applicable, that certain bonds meet the
requirements of Section 146 of the Internal Revenue Code relating to the
volume cap on private activity bonds.

(E) Any tentative or final state ceiling allocation granted by the state
authority before the effective date of this act remains valid as an
allocation of a portion of the volume cap for South Carolina provided
under Section 146 of the Internal Revenue Code. The allocations expire
in accordance with the law under which they were granted or extended
and their validity may be extended or reinstated in accordance with the
provisions of Sections 1-11-500 through 1-11-570.

Section 1-11-560. (A) Any state ceiling allocation approved by the
state authority is valid only for the calendar year in which it is approved,
unless eligible and approved for carry-forward election or unless
specified differently in the certificates required by Section 1-11-550.
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(B) Unless eligible and approved for carry-forward election or unless
specified differently in certificates required by Section 1-11-550, each
state ceiling allocation expires automatically if the bonds for which the
allocation is made are not issued within ninety consecutive calendar days
from the date the allocation is approved by the state authority.

(C) In response to a written request by the chairman or other duly
authorized official or agent of an issuing authority, the state authority,
acting during the period an approved allocation is valid, may but need
not extend the period in which an allocation is valid in a single calendar
year by thirty-one consecutive calendar days to a total of not more than
one hundred twenty-one consecutive calendar days.

(D) In response to a written request by the chairman or other
authorized official or agent of an issuing authority, the state authority
may but need not reinstate for a period of not more than thirty-one
consecutive calendar days in any one calendar year part or all of an
allocation approved but not extended previously in accordance with
subsection (C) of this section in that same calendar year which has
expired. The reinstatement request must certify that the authorized
request previously submitted is still true and correct or a new authorized
request must be submitted.

(E) A tentative ceiling allocation is canceled automatically if the
chairman or other authorized official or agent of the issuing authority
fails to deliver the issue amount certificate required by Section 1-11-550
to the secretary of the state authority before the bonds for which the
allocation is made are issued.

(F) The chairman or other authorized official or agent of an issuing
authority shall advise the secretary of the state authority in writing as
soon as is practicable after a decision is made not to issue bonds for
which a portion of the state ceiling has been allocated. All notices of
relinquishment of ceiling allocations must be entered promptly in the
state authority’s records by the secretary of the state authority.

(G) Ceiling allocations which are eligible and approved for
carry-forward election are not subject to the validity limits of this
section. The state authority shall join with the issuing authorities
involved in carry-forward election statements to meet the requirements
of the Internal Revenue Service.

Section 1-11-570. The state authority may adopt policies and
procedures necessary to implement and administer the provisions of this
article. All such policies and procedures, and any changes thereto, are
subject to review and comment by the Joint Bond Review Committee.
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Section 1-11-580. The State Fiscal Accountability Authority shall
make quarterly payments on insurance contracts where the annual
premium exceeds fifty thousand dollars. The board shall undertake
necessary negotiations to implement this requirement. Where fees may
be incurred for quarterly rather than annual payments, the State Fiscal
Accountability Authority shall determine whether the investment
income opportunity is greater or less than proposed fees and shall make
the decision which best benefits South Carolina.”

Repeal
SECTION 3. Section 1-11-370 of the 1976 Code is repealed.
Conflicting provisions

SECTION 4. The provisions of Article 3, Chapter 11, Title 1 of the
1976 Code relating to the allocation of state ceiling on issuance of private
activity bonds, as amended in this act, shall control if there is any conflict
with any other provision of law or regulation, specifically including
Regulation 19-103.

Severability

SECTION 5.If any section, subsection, paragraph, subparagraph,
sentence, clause, phrase, or word of this act is for any reason held to be
unconstitutional or invalid, such holding shall not affect the
constitutionality or validity of the remaining portions of this act, the
General Assembly hereby declaring that it would have passed this act,
and each and every section, subsection, paragraph, subparagraph,
sentence, clause, phrase, and word thereof, irrespective of the fact that
any one or more other sections, subsections, paragraphs, subparagraphs,
sentences, clauses, phrases, or words hereof may be declared to be
unconstitutional, invalid, or otherwise ineffective.

Time effective
SECTION 6. The provisions of this act are effective for allocations of
state ceiling beginning January 1, 2022, and thereafter. For the first year

of implementation, the state authority may adopt such special procedures
as may be necessary to effect the requirements of this act.
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Ratified the 12" day of May, 2022.

President of the Senate

Speaker of the House of Representatives

Approved the day of 2022,

Governor

e X X oeee
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August 23, 2022

Mr. Grant Gillespie

Executive Director

State Fiscal Accountability Authority
Post Office Box 12444

Columbia, South Carolina 29211

Re:  Proposed Ceiling Allocation Plan Pursuant to Act 202 of 2022

Dear Mr. Gillespie:

At its meeting today, the Joint Bond Review Committee reviewed the proposed State Ceiling Allocation
Plan for Calendar Year 2022 submitted on behalf of the State Fiscal Accountability Authority for
consideration by the Committee pursuant to the provisions of Act 202 of 2022, which provides for among
other things publication by the Authority of a State Ceiling Allocation Plan, subject to the review and
comment by the Committee. The Committee determined that the Plan for 2022 as presented complies
with the provisions of the Act, and recommends its approval.

The proposed Plan for 2022 assigns percentages to private activity bond purposes permitted by the
Internal Revenue Code, subject to certain limitations; provides for periodic allocations equally divided
among the periods during the year in which allocations are to be made; provides for competitive criteria
to achieve highest value and greatest public benefit; provides for allocation of the private activity bond
limit for all issuing authorities in response to authorized requests; and provides for limitations on amounts
assigned to authorized requests; all in accordance with the Act.

In addition to the foregoing, the Plan for 2022 establishes policies and procedures for submission of
authorized requests, and provides for special procedures during the first year of implementation.

The provisions of the Plan for 2022 apply to allocations of state ceiling beginning January 1, 2022, as
required by the Act. The plan also focuses on the statutory requirement that awards of limited state
resources are made to projects demonstrating highest value and greatest public benefit, as measured by
the relationship of the state resources to the measurable benefit of the project. The Plan further provides
for recommendations by the South Carolina Department of Commerce and the South Carolina State
Housing Finance and Development Authority, as applicable, to the State Fiscal Accountability Authority,
which has ultimate discretion and accountability for approval of the allocation of state ceiling to permitted
categories and authorized requests.
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Act 202 further permits the State Fiscal Accountability Authority to adopt policies and procedures to
effect the purposes of the Act, and the Plan for 2022 includes numerous such provisions, including those
recommended by the Committee following its review of the draft Plan for 2022 on June 21, 2022.

As a further recommendation, the Committee recommends that the State Fiscal Accountability Authority
carefully consider inclusion of tie breaking criteria for multifamily housing projects in the event that an
insufficient amount of limited state ceiling is available to support an allocation for bottom-ranked projects
with identical overall rankings, in substance and in order of priority:

Allocation of state ceiling to the project that could be accommodated within the limitation in the
event the other project could not; thereafter,

Allocation to a project located within a designated rural area if the other project is not; and
thereafter,

Allocation determined solely by the relationship of total state resources to the number of tenants
the project is expected to serve, as a determinant of greatest public benefit.

Please advise if you have any questions or need clarification.
Very truly yours,

-

F. Richard Harmon, Jr.
Director of Research
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June 21, 2022

Mr. Grant Gillespie

Executive Director

State Fiscal Accountability Authority
Post Office Box 12444

Columbia, South Carolina 29211

Re: Proposed Ceiling Allocation Plan Pursuant to Act 202 of 2022

Dear Mr. Gillespie:

At its meeting today, the Joint Bond Review Committee reviewed the proposed State Ceiling Allocation
Plan for Calendar Year 2022 submitted on behalf of the State Fiscal Accountability Authority for
consideration by the Committee pursuant to the provisions of Act 202 of 2022, which provides for among
other things publication by the Authority of a State Ceiling Allocation Plan, subject to the review and
comment by the Committee.

The proposed Plan assigns percentages to private activity bond purposes permitted by the Internal
Revenue Code, subject to certain limitations; provides for periodic allocations equally divided among the
periods during the year in which allocations are to be made; provides for competitive criteria to achieve
highest value and greatest public benefit; provides for allocation of the private activity bond limit for all
issuing authorities in response to authorized requests; and provides for limitations on amounts assigned to
authorized requests; all in accordance with the Act. In addition to the foregoing, the Plan establishes
policies and procedures for submission of authorized requests, and provides for special procedures during
the first year of implementation.

The provisions of the Plan apply to allocations of state ceiling beginning January 1, 2022, as required by
the Act. The plan also focuses on the statutory requirement that awards of limited state resources are
made to projects demonstrating highest value and greatest public benefit, as measured by the relationship
of the state resources to the measurable benefit of the project. The Plan further provides for
recommendations by the South Carolina Department of Commerce and the South Carolina State Housing
Finance and Development Authority, as applicable, to the State Fiscal Accountability Authority, which
has ultimate discretion and accountability for approval of the allocation of state ceiling to permitted
categories and authorized requests.
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Act 202 further permits the State Fiscal Accountability Authority to adopt policies and procedures to
effect the purposes of the Act, and the Plan includes numerous such provisions, among them:

The Plan requires applications to be complete at the time of submission so that the State Fiscal
Accountability Authority is positioned to make an informed decision that considers all aspects of
the request, including as applicable, any commitment to and amount of state incentives; the
ceiling allocation request; and the bonds to be issued pursuant to the allocation. The plan
appropriately relies extensively on the professional expertise of the Department of Commerce and
the State Housing Authority, and recognizes the unique characteristics of each category for which
requests for state ceiling may be made.

The Plan recognizes that complete submissions for allocations of state ceiling to multi-family
housing projects will include a statutory determination by the State Housing Authority for federal
and state housing tax credits in conjunction with its recommendations for allocation of state
ceiling to authorized requests. The Plan also recognizes that the State Housing Authority, as the
historical recipient of unused state ceiling, holds an important resource in managing and
preserving the state’s federally limited state ceiling allocation, and provides for preferential
utilization of this resource before making allocations from current year state ceiling.

The Committee determined that the Plan as presented complies with the provisions of the Act, subject to
finalizing certain matters requiring further review by the Committee, and careful consideration by the
State Fiscal Accountability Authority of the recommendations included herein.

The Committee was advised that two distinct submission channels for multi-family housing ceiling
allocation requests evolved during the 2021 calendar year, with proposals submitted in some cases
through the State Housing Authority, and others submitted by local housing authorities, with the latter
potentially having by-passed the more rigorous and robust financial and underwriting standards utilized
by the State Housing Authority.

The provisions of Act 202 requiring establishment of uniform competitive criteria dictate careful
consideration of the submission process, which must be standardized through a common administrative
channel that produces a single list of submissions that have been uniformly and competitively scored and
ranked in accordance with the value and benefit provisions of the Act. For these reasons, the Committee
recommends that the State Fiscal Accountability Authority carefully consider a requirement that
submissions for multi-family projects requesting state ceiling must be made only through the State
Housing Authority.
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The Committee acknowledges that the Plan contemplates further refinement, particularly development
and inclusion of detailed competitive criteria, for further consideration by the Committee and the State
Fiscal Accountability Authority at their meetings scheduled in August 2022. Accordingly, the Committee
reserves final comment until the Plan is finalized, and recommends that no allocations of Calendar Year
2022 state ceiling be made pursuant to the Plan until the Committee has made further review and
provided comment on the final version thereof.

Please advise if you have any questions or need clarification.
Very truly yours,
r

F. Richard Harmon, Jr.
Director of Research



2022 South Carolina State Ceiling Allocation Plan

SECTIONA. BACKGROUND AND PURPOSE

Among other things, Act 202 of 2022 amended the provisions of Article 3 of Chapter 11, Title 1
of the 1976 Code, which provides for the allocation of state ceiling necessary for the issuance of
private activity bonds. The Act requires allocation of the private activity bond limit by the State
Fiscal Accountability Authority (the State Authority) for all issuing authorities in response to
authorized requests. The Act further requires that the State Authority publish a State Ceiling
Allocation Plan that assigns percentages to the purposes permitted by the Internal Revenue
Code, subject to certain limitations. The Allocation Plan must provide for a process of periodic
allocations of state ceiling equally divided among the periods during the year in which
allocations are to be made, with certain exceptions. The Allocation Plan must establish
competitive criteria for the allocation of state ceiling, which may be unique to each category
but must be uniform within each category and established to achieve highest value and
greatest public benefit. The Act provides limitations on amounts assigned to authorized
requests, with certain exceptions. The State Authority is permitted to utilize the services of the
South Carolina Department of Commerce, the South Carolina State Housing Finance and
Development Authority, other state agencies, and public or private resources, to establish and
inform development of the allocation plan, competitive criteria, and periodic evaluation of
authorized requests.

The provisions of the Act are effective for allocations of state ceiling beginning January 1, 2022,
and thereafter. For the first year of implementation, the State Authority is authorized to adopt
such special procedures as may be necessary to effect the requirements of the Act.

The purpose of this plan is to establish the State Ceiling Allocation Plan for calendar year 2022,
as well as any special procedures applicable thereto; to otherwise establish policies and
procedures in accordance with the provisions of the Act; and to provide for a coordinated effort
to prepare and publish an allocation plan for 2023.

SECTIONB. DETERMINATION OF STATE CEILING

Pursuant to Section 1-11-500 of the 1976 Code, the Secretary of the State Authority certified
that the state ceiling on the issuance of private activity bonds for calendar year 2022 is
$570,977,550.

SECTIONC. DETERMINATION OF LIMITS ON STATE CEILING FOR AUTHORIZED REQUESTS

Pursuant to Section 1-11-520(D), the amount of state ceiling that may be allocated to an
authorized request may not exceed 10% (5$57,097,755.00) in the case of an industrial or
economic development project, or 5% ($28,548,877.50) for any other authorized request. The
same limitations shall apply to any requests for issuance approval for use of prior year
carryforward.

The State Authority may approve an amount exceeding these limitations only upon justification
and substantial findings of significance. Requests for such approval must be made to the
Authority in writing and adequately supported. The State Authority reserves the right to seek



2022 South Carolina State Ceiling Allocation Plan

any additional information from an applicant necessary to support a substantial finding of
significance.

SECTION D. DETERMINATION OF AMOUNTS SUBJECT TO THIS ALLOCATION PLAN

In addition to the amount determined pursuant to Section 1-11-500, certain amounts available
from carryforward and other adjustments are subject to the provisions of this Allocation Plan,
as follows:

Amount determined pursuant to Section 1-11-500 $570,977,550
Less amounts previously allocated 0)
Plus amounts expired, relinquished, revoked, or otherwise
not utilized for issuance 0
Plus amounts carried forward from prior calendar years that remain unused:
Allocated to Single-Family Housing (2019; expires 2022) 374,998,335
Allocated to Multi-Family Housing (2020; expires 2023) 316,453,232
Allocated to Multi-Family Housing (2021; expires 2024) 2.839.401
Total $1,265,268,518

SECTIONE.  AVAILABILITY OF AMOUNTS; PERIODIC ALLOCATION

Pursuant to Section 1-11-520(A), and subject to the special provisions below, the State
Authority hereby makes an initial assignment of the state ceiling applicable to calendar year
2022 pursuant to Section 1-11-500 to the following categories of permitted purposes?
prescribed by the Internal Revenue Code:

Industrial and Economic Development (40%)? $ 228,391,020
Single-family Housing (40%)3 228,391,020
Multi-family Housing (0%)* 0
Other Qualified Purposes (20%)> 114,195,510

SECTIONF. PERIODIC ALLOCATION

Pursuant to Section 1-11-520(B), the State Authority hereby provides for two (2) allocation
periods for 2022, and hereby designates February 1 and August 1 as allocation dates, on which
50% of the state ceiling assigned to each category is made available for subsequent allocation
to authorized requests and on which dates issuance approval for use of carryforward will be
made. Allocations to authorized requests and issuance approval for carryforward use will be
made only at the meeting of the State Authority immediately following each allocation date;

! Generally, see IRS Publication 4078 (Rev. 9-2019) for a complete list of permitted purposes prescribed by the IRC.
2 Facilities for the furnishing of water; sewage facilities; privately owned solid waste disposal facilities; facilities for
the local furnishing of electric energy or gas; local district heating or cooling; qualified hazardous waste facilities;
qualified enterprise zone facilities; qualified small issue bonds.

3 Qualified mortgage bonds.

¢ Qualified residential rental projects.

* Mass commuting facilities; privately owned high-speed intercity rail facilities; qualified redevelopment bond; and
qualified student loan bonds.
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provided, for 2022, the August allocation will be effected at the Authority’s regularly
scheduled October meeting.

The following table summarizes these provisions.

Category Category Category Amount Amount Amount
Percentage Available for Available for
Allocation to Allocation to
Authorized Authorized

Requests on or | Requests on or
after February | after August 1,

1, 2022 2022
Industrial and Economic
Development 40% $228,391,020 $114,195,510 | $114,195,510
Multi-Family Housing 0% $0.00 $0.00 $0.00
Single-Family Housing 40% $228,391,020 $114,195,510 | $114,195,510
Other Qualified Purposes 20% $114,195,510 $ 57,097,755 $ 57,097,755
Totals 100% $570,977,550 $285,488,775 | $ 285,488,775

The amount available for allocation to authorized requests on February 1, 2022 has not been
allocated to any authorized requests as of the date of adoption of this plan. Section 1-11-520(C)
expressly provides that "the state authority may but need not reassign any state ceiling unused
in prior periods as a supplement to and means to address demand for ceiling allocation in a
subsequent period. Such reassignment may be made for any allocation category,
notwithstanding its original assignment." Such reassignment, if made, will be determined on or
after the August 1, 2022, allocation date.

If an authorized request cannot be approved pursuant to the then-current plan even with a
reassignment pursuant to Section 1-11-520(C), the Authority's Secretary is authorized to not
place the request on the Authority's agenda. In such an event, Authority's Secretary will notify
the Authority's members well in advance of the scheduled meeting date.

SECTIONG. PERIODIC ALLOCATION FOR INDUSTRIAL AND ECONOMIC DEVELOPMENT

The amount of state ceiling available for this category for each allocation date is $114,195,510.
The amount available for the February 1 allocation date has not been allocated to any
authorized requests as of the date of adoption of this plan.

SECTION H. PERIODIC ALLOCATION FOR SINGLE-FAMILY HOUSING

The amount of state ceiling available for this category for each allocation date is $114,195,510.
The amount available for the February 1 allocation date has not been allocated to any
authorized requests as of the date of adoption of this plan.

As noted above, there is available $374,998,335 carried forward from calendar year 2019 that
will expire in calendar year 2022 unless otherwise utilized. On May 31, 2022, the Authority
approved the issuance and sale by the State Housing Finance and Development Authority of not
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exceeding $375,000,000 in mortgage revenue bonds and short-term notes to preserve this
allocation.

SECTIONI.  PERIODIC ALLOCATION FOR MULTI-FAMILY HOUSING

No amount of state ceiling for the 2022 calendar year is designated for allocation to Multi-
family Housing, and no assignment of state ceiling is contemplated for this category until the
available carryforward is exhausted. As noted above, there is carryforward available that will
expire in calendar year 2023 unless otherwise utilized. The State Housing Finance and
Development Authority shall endeavor to utilize this carryforward.

In addition to the determination made above, the State Authority recognizes that authorized
requests and issuance approval requests made through local housing authorities will be further
impacted by other aspects of this policy. Act 202 contemplates that State Housing will perform
the periodic evaluation and ranking of authorized requests for state ceiling, and requires State
Housing to administer the allocation of the state housing tax credit. Both requirements involve
the use of a competitive process that must be applied uniformly as to any multi-family housing
project seeking an allocation of current year ceiling or issuance approval for projects using
carryforward. In addition, the statutory standard for the competitive criteria required for both
state ceiling and the state tax credit is "highest value and greatest public benefit." Accordingly,
prior to submission to the State Authority, authorized requests for state ceiling and requests for
issuance approval of bonds using carryforward previously allocated to State Housing for multi-
family housing projects must, as a practical matter, be submitted to State Housing for
underwriting and evaluation for allocation of state ceiling or issuance approval involving the use
or carryforward, for compliance with the corresponding federal low-income housing tax credit,
and, as applicable, for the ranking associated with allocation of the state housing tax credit. For
additional guidance regarding the submission of authorized requests for ceiling allocation or for
issuance approval for use of carryforward for multifamily housing, see the Submission Criteria
for Authorized Requests section below.

SECTIONJ.  PERIODIC ALLOCATION FOR OTHER QUALIFIED PURPOSES

The amount of state ceiling available for this category for each allocation date is $57,097,755.
The amount available for the February 1 allocation date has not been allocated to any
authorized requests as of the date of adoption of this plan.

SECTION K. REASSIGNMENT OF UNUSED STATE CEILING AND PLAN AMENDMENTS

The amounts not allocated to authorized requests for the 2022 calendar year may be
reassigned by the State Authority on or after August 1, 2022, in accordance with the provisions
of Section 1-11-520(C), following the process described below. Any change to the amount of
state ceiling allocated to a category that cannot be accomplished by a reassignment pursuant to
Section 1-11-520(C) requires an amendment to the annual allocation plan in accordance with
Section 1-11-520(B) following review and comment by the Joint Bond Review Committee.
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SECTIONL. SUBMISSION FOR 2022 RANKING AND REQUIRED REPORTS FOR NECESSARY
INFORMATION
Industrial and Economic Development Bonds

Not later than September 19, 2022, Commerce must provide the State Authority with its final
evaluation and ranking for allocation of state ceiling to these authorized requests in accordance
with the competitive criteria described herein, as well as its allocation recommendations.

Commerce and the South Carolina Jobs Economic Development Authority (JEDA), in
consultation with the South Carolina Coordinating Council for Economic Development
(Coordinating Council), must provide a coordinated report for proposed industrial and
economic development projects to the State Authority identifying all known requests for state
ceiling for each of the calendar years 2022 and 2023 no later than August 1, 2022. The response
must include the project name,® amount of the state ceiling request, year of allocation, and
tentative recommendation of Commerce in accordance with the competitive criteria described
below.

For the 2023 calendar year, Commerce may also submit a request for the State Authority to
assign up to 40 percent of state ceiling for Industrial and Economic Development, less any
allocation requested for known projects, to accommodate future but presently unidentifiable
requests; provided, however, that once known, each such request shall identify the project,
amount of the allocation request, year of allocation, and include a recommendation of
Commerce in accordance with the competitive criteria.

Multi-Family Housing Bonds

Not later than September 19, 2022, State Housing must provide the State Authority with a
report of its evaluation and ranking for allocation of state ceiling to all authorized requests for
state ceiling and all issuance requests for issuance approval for use of carryforward in
accordance with the competitive criteria described below. State Housing's report must also
include its evaluation and ranking of all pending state tax credit applications. As noted in
Section N below, State Housing must provide the State Authority with written confirmation of
its Board’s allocation recommendations for State Housing projects no later than September 30,
2022.

The State Housing Finance and Development Authority must provide a report for proposed
single-family and multi-family housing projects to the State Authority identifying all pending
and expected authorized requests for each of the calendar years 2022 and 2023 not later than
August 1, 2022. The report must also identify all pending and expected requests for issuance
approval for use of carryforward for the years 2022 and 2023. The response must include the
project name, amount of the state ceiling request, amount of state tax credit (if any), and year
of allocation. The report must also include recommendations for the amount of year-end
carryforward needed for State Housing to continue its programs in future years.

8 Or other identifying information in the event the name of the project is not yet public.

5
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These reports will be utilized in decisions to reassign state ceiling pursuant to section 1-11-
520(C), to reallocate by amending the plan pursuant to section 1-11-520(B), or to reserve
current year state ceiling for allocation as year-end carryforward.

These reports will also be utilized in development of the 2023 State Ceiling Allocation Plan. The
State Authority recognizes and acknowledges that specific project details may not be known in
all cases for the 2023 calendar year; accordingly, specificity is expected to the extent known,
accompanied by reasonable estimates of anticipated requests otherwise, properly described as
such.

Pursuant to Section 1-11-520(€E), State Housing, Commerce, and JEDA are directed to undertake
outreach efforts each year designed to provide the State Authority with the best available
information by the deadlines provided in the next year's state ceiling allocation plan.

All issuing authorities must provide the State Authority's Secretary with a year-end account of
any unused remaining carryforward from prior years no later than January 2" each year.

SECTION M. COMPETITIVE CRITERIA

Act 202 provides among other things that the allocation plan must establish competitive criteria
for allocation of state ceiling to authorized requests, and further provides that competitive
criteria may be unique to each category but must be uniform within each category and
established to achieve highest value and greatest public benefit.

For purposes of this Allocation Plan, determinations of highest value and greatest public benefit
will be made on the basis of the relationship of the state resources requested to the
measurable benefit of the proposed project.

SECTIONN. COMPETITIVE CRITERIA FOR INDUSTRIAL AND ECONOMIC DEVELOPMENT
ALLOCATION AND ALLOCATION TO OTHER PERMITTED PURPOSES

Commerce must provide each year to the State Authority for inclusion in the annual State
Ceiling Allocation Plan its recommendations for determining highest value and greatest public
benefit for allocation of state ceiling to industrial and economic development projects, and
projects proposed for other qualified purposes.

Determinations of highest value and greatest public benefit must include at a minimum and
without limitation such measures as the number of new permanent jobs’ that will be created
by the project; the capital investment of the project sponsor independent of state incentives
and resources; and a cost benefit analysis generally reflecting a positive financial benefit to the
state. The Council must submit its proposed recommendations for the coming year to the State
Authority no later than June 30 each year. Commerce will use these measures to evaluate any
ceiling allocation requests for Industrial and Economic Development projects and projects
proposed for other qualified purposes, and such evaluations shall be presented to the
Coordinating Council for approval at a public meeting.

7 Generally, maintenance of existing jobs will not meet this criterion.
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For projects seeking either local or state discretionary incentives such as fee in lieu of tax
arrangements, county industrial development bonds, job development credits and/or state
grant funding, a definitive agreement with the Coordinating Council and/or the local
government, as applicable, must have been finalized prior to consideration by the State
Authority. Such agreements with the Coordinating Council may include a preliminary
revitalization, grant performance or other incentive agreement provided that it contains
minimum new permanent job and investment commitments by the entity seeking an allocation.

For projects that are not seeking local or state discretionary incentives, such information as is
requested and determined by Commerce to be sufficient for Commerce to evaluate the
feasibility and competitiveness of the proposal must be submitted to Commerce prior to
consideration by the State Authority.

With its recommendations, Commerce must submit proposed deadlines for the coming year by
which those seeking state ceiling for Industrial and Economic Development projects or projects
proposed for other qualified purposes must submit their proposals to Commerce in order for
Commerce to provide the State Authority with its final evaluation, ranking and
recommendation no later than the bond submission deadline for the meetings at which state
ceiling allocation requests will be considered for the applicable allocation period.

If multiple projects will be submitted for consideration by the State Authority within a single
allocation period, Commerce must rank those projects from highest to lowest value and public
benefit as determined by provisions of this section.

In addition to the foregoing, Commerce must provide a definitive recommendation for the
amount of state ceiling proposed to be allocated to the project, following an affirmative vote of
the Coordinating Council in a public meeting.

For the current year, the competitive criteria for Industrial and Economic Development projects
recommended by Commerce are adopted by the State Authority, attached as Exhibit A, and
incorporated into this Plan by reference.

SECTION O. COMPETITIVE CRITERIA FOR MULTI-FAMILY HOUSING ALLOCATION

State Housing Finance and Development Authority (Housing) must provide each year to the
State Authority for inclusion in the State Ceiling Allocation Plan its recommendations for
determining highest value and greatest public benefit for allocation of state ceiling to multi-
family housing projects.

Determinations of highest value and greatest public benefit must reflect the relationship of the
state resources proposed for the project to the affordable housing benefits the project will
achieve. Total state resources must include without limitation the amount of state ceiling, any
applicable state tax credits, and any other state resources and incentives as are germane and
applicable to the project. Affordable housing benefits must include without limitation such
facility characteristics as the heated residential square footage, number of bedrooms, and
number of tenants the project is designed to serve. A determination of highest value must
include a comparison of the state resources to the project’s total cost.
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State Housing may coordinate these determinations with the applicable Qualified Allocation
Plan and any other threshold requirements, policies, or procedures as are consistent with this
section.

If multiple multi-family project submissions (for ceiling allocation and/or issuance approval for
use of carryforward) will be considered by the State Authority within a single allocation period,
State Housing must rank those projects from highest to lowest value and public benefit, as
determined by the provisions of this section.

These criteria will be applied uniformly to all multi-family housing projects whether seeking
current year ceiling allocation or issuance approval using carryforward. Housing must submit its
proposed recommendations for the coming year to the State Authority no later than June 30"
each year.

With its recommendations for 2023, Housing must submit proposed deadlines for 2023 by
which those seeking state ceiling for Multi-family housing projects must submit their proposals
to Housing in order for Housing to provide the State Authority with its final evaluation, ranking
and recommendation no later than the bond submission deadline for the meetings at which
state ceiling allocation requests will be considered for the applicable allocation period.

In addition to the foregoing, Housing must provide a definitive recommendation for the amount
of state ceiling proposed to be allocated to any State Housing project, following an affirmative
vote of its governing board in a public meeting. For 2022, State Housing must submit written
confirmation of its Board’s recommendations no later than September 30, 2022.

For the current year, the competitive criteria for Multi-family Housing projects recommended
by Housing are adopted by the State Authority, attached as Exhibit B, and incorporated into
this Plan by reference.

SECTION P. COMPETITIVE CRITERIA FOR SINGLE-FAMILY HOUSING ALLOCATION

Multiple competing requests during a single allocation period are not expected for submissions
in this category. Accordingly, the State Authority has determined that the highest value and
greatest public benefit are most appropriately determined at the programmatic level, rather
than by allocations to specific requests.

SECTION Q. SUBMISSION REQUIREMENTS FOR AUTHORIZED REQUESTS

All submissions for allocation of state ceiling must be complete at the time of submission. The
Secretary of the Authority is authorized not to place any submission on the agenda if the
submission is found by Authority staff to be incomplete. The request must be in accordance
with the statutory provisions of Section 1-11-530. In addition to the foregoing, all requests for
allocation of state ceiling must meet all of the following requirements, as applicable:

1 If the applicable private activity bonds require approval of the State Authority, the
request for allocation of state ceiling must include a contemporaneous request for approval to
issue the associated bonds. A request for an allocation of state ceiling associated with a
contemporaneous request for issuance approval is not complete unless it includes all items
required by the Authority for the issuance approval request.
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2. If the applicable private activity bonds require the approval of an entity other than the
State Authority, the issuer, or a state constitutional officer, a certified statement from the other
approving entity must be submitted with the allocation request. For example, an issuance of
bonds by the Jobs-Economic Development Authority must be approved by the Coordinating
Council (§ 41-43-110(A)).

3. If a request for allocation of state ceiling regards private activity bonds for a multi-family
housing project, either (i) the petition making the request must be accompanied by both a
preliminary determination of the project’s eligibility for the South Carolina housing tax credit
(§12-6-3795(B)(5)(d)) and all comments provided by a county and city pursuant to Section 12-6-
3795(C)(3)); or (ii) the petition making the request must include an irrevocable waiver of any
claim for a state tax credit pursuant to Section 12-6-3795, accompanied by proof that the
petition has been filed with State Housing. Even if a project includes an irrevocable waiver of
any claim for a state tax credit, the request must undergo a feasibility and underwriting review
by State Housing; accordingly, the request must be accompanied by a Certificate of Allocating
Agency (42(m) Letter).

4, If a request for issuance approval regards private activity bonds for a multi-family
housing project, and is using prior-year carryforward previously allocated to State Housing
either the (i) the petition making the request must be accompanied by both a preliminary
determination of the project’s eligibility for the South Carolina housing tax credit (§12-6-
3795(B)(5)(d)) and all comments provided by a county and city pursuant to Section 12-6-
3795(C)(3)); or (ii) the petition making the request must include an irrevocable waiver of any
claim for a state tax credit pursuant to Section 12-6-3795, accompanied by proof that the
petition has been filed with State Housing. Even if a project includes an irrevocable waiver of
any claim for a state tax credit, the request must undergo a feasibility and underwriting review
by State Housing; accordingly, the request must be accompanied by a Certificate of Allocating
Agency (42(m) Letter).

5. The petition submitted for each authorized request must include a representation that
"the allocation amount requested constitutes all of the private activity bond financing
contemplated at the time for the project and any other facilities located at or used as a part of
an integrated operation with the project." Reference Section 1-11-530(C).

6. In the case of a proposed industrial or economic development project using state ceiling
from either the Industrial and Economic Development or Other Qualified Purposes categories,
the project must appear on the list of projects ranked by the Coordinating Council for Economic
Development and must have received a definitive recommendation from the Council for the
amount of state ceiling proposed to be allocated to the project.

7. In the case of a proposed project using state ceiling from the Multi-family Housing
category or prior year carryforward previously allocated to State Housing for multi-family
housing projects, the project must appear on the list of projects ranked by the State Housing
and Finance Development Authority and must have received a definitive recommendation from
State Housing for the amount of state ceiling proposed to be allocated to the project.
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8. A request to take any of the following actions must be accompanied by a letter signed
by the chief executive officer of the applicant providing a thorough explanation of the
compelling circumstances leading to the request and a justification for why those circumstances
were not successfully avoided: A request (a) to reinstate or extend the validity of previously
allocated state ceiling, (b) to allocate state ceiling to a project if previously allocated state
ceiling was allowed to expire, or (c) to allocate additional state ceiling to a project. In addition, a
request to allocate additional state ceiling to a project must be accompanied by supporting
financial analysis demonstrating the further amount necessary to accomplish financial
feasibility of the project. A responsible officer of the applicant is expected to attend the
applicable Authority meeting.

9, A request (a) to approve single-project allocations for carry-forward election, or (b) to
approve carryforward elections prior to the fourth quarter of the calendar year to which the
state ceiling applies must be accompanied by a letter signed by the chief executive officer of
the applicant that provides a compelling justification for such action and a thorough
explanation of why it is in the best interest of the state to approve the request. As noted
below, such requests are considered extraordinary and will receive a heightened level of
review. A responsible officer of the applicant is expected to attend the applicable Authority

meeting.

10.  In the case of an industrial or economic development project, a petition requesting
more than ten percent of the total state ceiling must be accompanied by a thorough and
compelling statement of facts justifying such an extraordinary allocation of state ceiling to a
single project. The petition must be accompanied by a statement of position by the
Coordinating Council regarding the relative size of the request.

11. In the case of a request for any purpose other than for industrial or economic
development, a petition requesting more than five percent of the total state ceiling must be
accompanied by a thorough and compelling statement of facts justifying such an extraordinary
allocation of state ceiling to a single project.

12. If any part of the submission is subject to review, comment or other action of the Joint
Bond Review Committee, the item must be submitted to the committee prior to consideration
of the submission by the State Authority.

If a request does not meet each and every published requirement by the submission deadline
for the applicable Authority meeting, the Authority's Secretary is authorized not to place the
item on the Authority's agenda.

The State Authority reserves its discretion to amend and supplement these procedures as
circumstances dictate.

The State Authority and its members reserve the right to require additional information for any
particular item.

SECTIONR. EXTENSIONS AND CARRYFORWARDS

Section 1-11-530(C) provides that each authorized request must demonstrate that the
allocation amount requested constitutes all of the private activity bond financing contemplated

10
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at the time for the project and any other facilities located at or used as a part of an integrated
operation with the project. In addition to the foregoing, the Authority must be reasonably
assured that any allocation of state resources will be utilized prior to expiration. Accordingly,
the State Authority will undertake a heightened level of review and exercise conservative
discretion in addressing any request to (1) reinstate or extend the validity of previously
allocated state ceiling, (2) allocate state ceiling to a project if previously allocated state ceiling
was allowed to expire, (3) allocate additional state ceiling to a project, (4) approve single-
project allocations for carry-forward election, (5) or approve carryforward elections prior to the
fourth quarter of the calendar year to which the state ceiling applies.

11
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Henry McMaster SOUTH CAROLINA Harry M. Lightsey Il
Governor DEPARTMENT OF COMMERCE Secretary

August 3, 2022

Mr. Grant Gillespie

Executive Director

State Fiscal Accountability Authority
1200 Senate Street

Columbia, SC 29201

Dear Mr. Gillespie:

Please find attached the final version of the competitive scoring criteria required by Act 202 and included
as an attachment to the 2022 State Ceiling Allocation Plan.

Sincerely, %

aren Blair Manning
Chief Legal Counsel

KBM

Attachment
Cc: Harry M. Lightsey [II
A. Daniel Young

1201 Main Street, Suite 1600, Columbia, SC 29201
Tel: (803) 737-0400 « Fax: (803) 737-0418 « www.sccommerce.com
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SUMMARY OF PROCEDURES
FOR EVALUATING REQUESTS FOR
STATE CEILING ALLOCATIONS

The following briefly summarizes the procedures applicable to the methodology employed by the South
Carolina Department of Commerce (the “Department”) in evaluating industrial and economic
development projects that are requesting an allocation of the state private activity bond limit by the State
Fiscal Accountability Authority (SFAA).

Background

The Department was designated by the South Carolina General Assembly to assist SFAA in determining
the allocation of the state private activity bond limit for industrial and economic development projects.
As required by Act 202 of 2022 and the South Carolina State Ceiling Allocation Plan, Commerce has
established competitive criteria to evaluate industrial and economic development project. These criteria
are designed to achieve highest value and greatest public benefit.

Review Procedures and Scoring

During the review process, Department staff will evaluate the following factors for each industrial and
economic development project requesting allocation of the state ceiling and will give scores weighted in
the ranges set forth on the attached Scoring Criteria for Bond Applicants and as discussed below.

1 Tier ranking of the county in which the project will be located as determined by the South
Carolina Department of Revenue for the year in which allocation is sought.

Projects in the most rural counties will be given the higher scores to encourage development in
those counties. The rural counties are most in need of industrial development to sustain and
improve those counties.

2 Type of Project.
Projects that improve public infrastructure will score higher than projects that only benefit the

public through job creation and investment. Manufacturing projects will score higher than non-
manufacturing projects because they attract suppliers that generate further new job creation and
investment to South Carolina.

3 Number of existing jobs to be maintained at the project.

The larger the current employment, the higher the score because larger companies have the
greatest impact on the economy of the local region and the state as a whole.

4. Number of net new jobs to be created at the project.
The more jobs being created, the greater the impact on the economy of the local region and the
state as a whole by providing more employment for residents and resulting in increased income to
the state.

5. Average salary of the new jobs to be created at the project.
Jobs with higher wages will increase income to the state, and jobs with wages above the per
capita income of the county have a greater impact on the economic well-being of that county.

6. Existing investment of the entity.

The greater the existing investment the more property taxes that will be received to benefit the
economy of the local region and the state as a whole.

I New investment to be made at the project.
Similarly, the greater the new investment, the more property taxes that will be received and will

benefit the county and local school districts.
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8. Financing available to support the project.
This category is the most subjective, but a vital consideration. A project’s ability to support the

project financially is essential to the success.

9. Cost Benefit

The South Carolina Coordinating Council for Economic Development (the “Coordinating
Council”) will perform a cost benefit analysis on each project. Absent extenuating circumstances,
a project that does not have a positive financial benefit to the state will not be recommended for
state ceiling allocation; provided, however, projects locating in Tier 3 and 4 counties will not be
excluded from consideration because of a negative return on investment resulting from the
estimated value of job tax credits. While the cost benefit analysis assumes all job tax credits
earned and accrued are used, as a practical matter, companies rarely have sufficient income tax
liability to use the maximum value of the credits. This is particularly true in the most rural
counties because of the extremely high value of the job tax credits under state law.

After consideration of each factor and allocation of appropriate scores, the Department will then calculate
the final score using the following formula:

((County Designation X (New Jobs + New Investment)) + Type of Project + Existing jobs + Existing
Investment + Average Salary + Financing+ Cost Benefit
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Scoring Criteria for Bond Applicants

County Designation
Tier 4
Tier 3
Tier 2
Tier 1

- = B W

Type of Project
Public Infrastructure
Manufacturing
Other Business

oN B

Existing Jobs
> 500

100-500
0-100

New Jobs
>300
150-300
50-149
25-49

>25

o= N

_NWwWhLpOM

Existing Investment
>$300,000,000

$100,000,000- $300,000,000
$70,000,000-$100,000,000
<$70,000,000

O =MW

New Investment
>%$20,000,000
$10,000,000-$20,000,000
$5,000,000-$10,000,000
<$5,000,000

= N wh

Avg. Salary

>150% of per capita income
100% of per capita income
>100%

o =N

Financing
Financing in place 5
Financing not sufficient to sustain project

o

Cost Benefit

Positive State Benefit > $10 million 4
Estimate positive state benefit < $9.9 Million 2
Negative -30
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South Carolina State Housing Finance and Development Authority

300-C Outlet Pointe Blvd., Columbia, South Carolina 29210
Telephone: 803.896.9001 TTY: 803.896.8831
SCHousing.com

C. Todd Latiff Bonita H. Shropshire
Chairman Executive Director

Writer 's Direct Numbers
(803) 896-8771
E-mail: Tracey Easton@schousing.com

August 2, 2022

Delbert H. Singleton, Jr., Esquire
Secretary
State Fiscal Accountability Authority
1200 Senate Street
Wade Hampton Building, Suite 600
Columbia, South Carolina 29201

Re: 2022 Proposed State Ceiling Criteria
Dear Delbert:

I enclose SC Housing’s 2022 Proposed State Ceiling Criteria and a sample ranking spreadsheet.

I would greatly appreciate if this matter could be placed before the State Fiscal Accountability
Authority for consideration in conjunction with the State Ceiling Allocation Plan.

Thank you for your assistance.

Very truly yours,

General Counsel

Financing Housing. Building SC.
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South Carolina State Housing Finance and Development Authority

300-C Qutlet Pointe Blvd., Columbia, South Carolina 29210
Telephone: 803.896.9001 TTY: 803.896.8831
S§CHousing.com

C. Todd Latiff Bonita H. Shropshire
Chairman Executive Director

This proposed criteria for State Ceiling allocations is presented solely for consideration by the Joint Bond
Review Committee and State Fiscal Accountability Authority and is not intended to provide official or final
guidance to participants in the program. Once approved by the JBRC and SFAA, final guidance will be
published on the website of the South Carolina State Housing Finance and Development Authority (SC
Housing).

Proposed State Ceiling Criteria

For those projects seeking an allocation of state ceiling or carryforward for a multifamily project intending
to utilize 4% federal low-income housing tax credits, SC Housing will require certain threshold criteria as
detailed in the applicable Qualified Allocation Plan (QAP) which is the controlling document related to the
allocation of the credit. This threshold criteria includes items such as financial feasibility, minimum
applicant experience, site control, financial capacity of the applicant, and readiness to proceed (i.e.,
without limitation, establishment of the bond working group, existence of letters of interest or letters of
intent from lenders, syndicators, and other parties). Additionally, SC Housing will require projects to meet
the requirements outlined in SC Housing’s Multifamily Tax-Exempt Bond Finance Program manual.

Projects meeting the threshold criteria described above will be ranked for state ceiling utilizing the
following criteria that evidence the highest value and greatest public benefit as required by Act 202 of
2022 and the State Ceiling Allocation Plan. Section O of the State Ceiling Allocation Plan requires, at a
minimum, certain measures to be included. The following criteria meet the requirements of the State
Ceiling Allocation Plan:
e State resources per heated residential square foot
o This criterion will rank projects from lowest to highest, based on a calculation of state
resources (bond ceiling and state tax credit) per heated residential square foot (i.e.,
excluding common areas), to demonstrate the most efficient use of state resources for
the portion of total project costs applicable to actual tenant housing.
e State resources per bedroom
o This criterion will rank projects from lowest to highest, based on a calculation of state
resources per bedroom, to demonstrate the most efficient use of state resources for the
number of families the project will house.
s State resources per dollar of total project costs
o This criterion will rank projects from lowest to highest, based on a calculation of state
resources to total project costs to demonstrate the most efficient investment of state
resources in the project overall.
e State resources per potential tenant
o This criterion will rank projects from lowest to highest, based on a calculation of state
resources per potential tenant to demonstrate the most efficient use of state resources
for the number of potential residents the project will house.

Financing Housing. Building SC.
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A 30% adjustment to state resources will be made as a ranking consideration for projects located in USDA-
designated rural areas. A 10% adjustment to state resources will be made for new construction units, as
a ranking consideration for projects providing an overall increase in affordable housing. These
adjustments apply for the sole purpose of establishing project rankings.

Financing Housing. Building SC.
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STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION
MEETING OF August 30, 2022 ITEM NUMBER _17

AGENCY: Executive Director

SUBJECT: South Carolina State Ceiling Allocation Plan - 2023

As a condition of allocating state ceiling, Act 202 of 2022 directs the Authority to adopt
an annual State Ceiling Allocation Plan. Section 1-11-520(A) requires the Authority to
publish its plan no later than September 30" of the year preceding the calendar year to
which the plan applies.

In compliance with Act 202, a proposed 2023 State Ceiling Allocation Plan has been
developed. As required by Act 202, the proposed Plan was submitted to the Joint Bond
Review Committee for review at its meeting of August 23, 2022. The Committee
recommended approval of the Plan, also recommended "that the State Fiscal
Accountability Authority carefully consider inclusion of tie breaking criteria for
multifamily housing projects in the event that an insufficient amount of limited state
ceiling is available to support an allocation for bottom-ranked projects with identical
overall rankings . . .." The Committee's recommended tie breaking criteria appear in the
attached letter.

AUTHORITY ACTION REQUESTED:

Approve the 2023 State Ceiling Allocation Plan.

ATTACHMENTS:

1.  Proposed 2023 South Carolina State Ceiling Allocation Plan
2. 2022 Act 202 (H. 5075)
3. JBRC Comments dated August 23, 2022



2023 South Carolina State Ceiling Allocation Plan

SECTION A. CONVENTIONS, DEFINITIONS AND EXHIBITS

Authorized Request includes any request submitted pursuant to §1-11-530(A) or (b) and any
request for Issuance Approval as defined below using prior year carryforward.

Issuance approval means approval by the State Authority for the issuance by State Housing of
private activity bonds for a multi-family housing project, as required by Section 31-13-90.

Plan Year refers to the year to which this plan applies, which is noted in the header on each
page.

Commerce means the South Carolina Department of Commerce.

Committee means the Joint Bond Review Committee.

Secretary means the Secretary of the State Fiscal Accountability Authority.

State Authority means the State Fiscal Accountability Authority.

State Housing means the State Housing Finance Development Authority.

Exhibit | Subject

A Competitive Criteria for Industrial and Economic Development Projects, and
Projects Proposed for Other Qualified Purposes

B Competitive Criteria for Multi-family Housing Projects

o Evaluation and Ranking Report Format for Multi-family Housing Projects

SECTIONB. AUTHORITY AND ADOPTION

The State Authority approved this plan at its meeting of [meeting date]. Unless the State
Authority provides otherwise herein, the Plan is effective upon adoption.

The Committee favorably reviewed this plan at its meeting of [meeting date].

Section 1-11-520(A) requires the annual publication of a State Ceiling Allocation Plan no later
than September thirtieth of the year preceding the Plan Year. The State Authority intends to
adopt each year's plan at its last regularly scheduled meeting prior to September thirtieth.

SECTIONC. PLAN UPDATES AND AMENDMENTS; PLAN PUBLICATION
Administrative Updates

The Plan may be updated administratively as provided herein. An administrative update
authorized by this plan is deemed not to constitute an amendment to the Plan.

By the second Monday in January, the Secretary shall publish an administrative update of the
plan that (a) updates Section D to state the actual certified amount of state ceiling for the Plan

1
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Year, (b) updates Section D to recalculate the limits on authorized requests using the total state
ceiling for the Plan Year, (c) updates Section E to state the then-current amounts identified in
that Section (d) adds to Section E the amount of any carryforward designated in the prior
calendar year pursuant to Section 1-11-520(G), and (e) using the Category Percentages
previously approved, recalculates the dollar amounts in Section G based on the actual certified
amount of state ceiling for the Plan year.

At the State Authority's first regularly scheduled meeting for the Plan Year, the Secretary will
submit a summary of the updates to the State Authority as an informational agenda item.

Plan Amendments

The Plan may be amended as allowed by Title 1, Chapter 11. Section 1-11-520 expressly
contemplates amendments to the annual allocation plan upon a finding of exceptional and
compelling circumstances by the State Authority. Amendments are subject to review and
comment by the Committee. See Section H.

Publication of the Plan

Section 1-11-520(A) requires the State Authority to publish the plan. Once approved, the
Secretary is directed to publish the approved plan, as well as any amendment or update, by
posting it to the State Authority's website. The initial plan and every update or amendment
shall remain on the State Authority's website until the end of the Plan Year.

All updates or amendments shall be sequentially numbered. With each update or amendment,
the header shall be revised to include the number and date of the update or amendment, as
applicable.

SECTION D. DETERMINATION OF STATE CEILING AND LIMITS ON STATE CEILING FOR
AUTHORIZED REQUESTS

The total state ceiling on the issuance of private activity bonds for the year preceding this Plan
Year is $570,977,550, as certified by the Secretary pursuant to Section 1-11-500.

The amount of state ceiling that may be allocated to an authorized request may not exceed
10% of the total state ceiling ($57,097,755.00) in the case of an industrial or economic
development project, or 5% ($28,548,877.50) for any other authorized request.

The total state ceiling for the Plan Year will not be known until the January following the plan's
adoption; accordingly, for purposes of the plan's publication, the State Authority will use the
state ceiling for the year in which the plan is published. As reflected above, the limits on
authorized requests are calculated against the total state ceiling for the year preceding this Plan
Year. As reflected in Section E below, the plan will also use an estimate of the carryforward the
Secretary anticipates will be unused and available for the Plan Year. These and other tentative
amounts will be updated pursuant to Section C.

SECTIONE. DETERMINATION OF AMOUNTS SUBJECT TO THIS ALLOCATION PLAN

As provided in Item 7 of Section P, a multi-family housing project using carryforward allocated
to State Housing in prior years must appear on the list of projects evaluated and ranked by
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State Housing at the time State Housing requests issuance approval. Accordingly, and in
addition to the amount determined pursuant to Section 1-11-500, certain amounts available
from carryforward from prior years and other adjustments are subject to the provisions of this
Allocation Plan, as follows:

Amount determined pursuant to Section 1-11-500 $570,977,550
Less amounts previously allocated (0)
Plus amounts expired, relinquished, revoked, or otherwise
not utilized for issuance 0
Plus amounts carried forward from prior calendar years that remain unused:
Allocated to Multi-Family Housing (2020; expires 2023) 316,453,232
Allocated to Multi-Family Housing (2021; expires 2024) 2,839,401
Total $890,270,183

SECTIONF. ALLOCATION PERIODS

Pursuant to Section 1-11-520(B), the State Authority hereby provides for two (2) allocation
periods and hereby designates February 1 and August 1 as allocation dates, on which 50% of
the state ceiling assigned to each category is made available for subsequent allocation to
authorized requests.

Authorized requests for an allocation of state ceiling, as well as requests for issuance approval
for projects using carryforward from prior years will be made only at the meeting of the State
Authority immediately following each allocation date.

SECTION G. CATEGORIES OF PERMITTED PURPOSES; PERCENTAGE ASSIGNMENTS TO
CATEGORIES

In accordance with Section 1-11-520(A), the State Authority adopts the following categories of
permitted purposes and assigns percentages of the current-year state ceiling to those
categories.

Categories of Permitted Purposes® | Category Category Amount Amount Amount
Percentage Available for Available for
Allocation on | Allocation on or
or after after August 1

February 1 of | of the Plan Year
the Plan Year

Industrial and Economic
Development? 40% $228,391,020 $114,195,510 | $114,195,510

Multi-Family Housing? 0% $0.00 $0.00 $0.00

1 Generally, see IRS Publication 4078 (Rev. 9-2019) for a complete list of permitted purposes prescribed by the IRC.
2 Facilities for the furnishing of water; sewage facilities; privately owned solid waste disposal facilities; facilities for
the local furnishing of electric energy or gas; local district heating or cooling; qualified hazardous waste facilities;
qualified enterprise zone facilities; qualified small issue bonds.

3 Qualified residential rental projects.
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Single-Family Housing® 20% $114,195,510 $57,097,755 $57,097,755
Other Qualified Purposes® 40% $228,391,020 $114,195,510 | $114,195,510
Totals 100% $570,977,550 $ 285,488,775 | $ 285,488,775

The above amounts are subject to revisions pursuant to the update required by Section C.

As noted in Section E, there is carryforward available for Multi-Family Housing that will expire
during the plan year unless otherwise utilized. Accordingly, no assignment of state ceiling is
contemplated for Multi-Family Housing until the available carryforward is exhausted.

If an authorized request submitted to the Secretary cannot be approved pursuant to the then-
current plan even with a reassignment pursuant to Section 1-11-520(C), the Secretary is
authorized not to place the request on the State Authority's agenda. In such an event, Secretary
will notify the State Authority's members as soon as practicable prior to the scheduled meeting
date.

SECTION H. PLAN AMENDMENTS

Any change to the amount of state ceiling allocated to a category that cannot be accomplished
by a reassignment pursuant to Section 1-11-520(C) can only be effected by an amendment to
the annual allocation plan in accordance with Section 1-11-520(B) following review and
comment by the Joint Bond Review Committee.

SECTIONI.  EVALUATION AND RANKING BY STATE HOUSING AND COMMERCE

Pursuant to Section 1-11-520(E), the State Authority hereby directs that State Housing perform
the periodic evaluation and ranking of all multi-family housing projects involving either an
authorized request for state ceiling or a request for issuance approval of bonds using
carryforward. In performing this evaluation and ranking, State Housing will use the competitive
criteria adopted in this plan and provide a report as described in Exhibit C.

Pursuant to Section 1-11-520(E), the State Authority hereby directs that the South Carolina
Department of Commerce perform the periodic evaluation and ranking of any non-housing
project involving an authorized request for state ceiling. In performing this evaluation and
ranking, Commerce will use the competitive criteria adopted in this plan and provide a report as
described herein.

SECTIONJ.  SUBMISSION FOR 2023 RANKING

No request for an allocation of state ceiling will be considered by the State Authority until the
project associated with the request has been evaluated and ranked by either State Housing or
Commerce, as applicable.

4 Qualified mortgage bonds.
5 Mass commuting facilities; privately owned high-speed intercity rail facilities; qualified redevelopment bond; and
qualified student loan bonds.
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No request for issuance approval for a multi-family housing project using carryforward
allocated to State Housing in prior years will be considered by the State Authority until the
project has been evaluated and ranked by State Housing. Reference Section E.

Timely submissions are essential for applicants seeking an allocation of state ceiling or approval
to issue multi-family housing bonds. Any delay can undermine the ability of the State Authority
to timely adopt any plan amendment necessary to modify the category assignments. Reference
Section H.

Industrial and Economic Development

Any Industrial or Economic Development project making an authorized request during an
allocation period must submit all necessary information to Commerce by any due date
established by Commerce for the applicable allocation period. Once the State Authority adopts
a schedule for its regular meetings in the Plan Year, Commerce should announce all applicable
due dates for each allocation period.

Not later than the published bond due date for the applicable State Authority meeting,
Commerce must provide the State Authority with its allocation recommendations and its
evaluation and ranking for any non-housing project seeking an allocation of state ceiling,
provided the request was timely received by Commerce.

As noted in Item 6 of Section P below, Commerce must provide the State Authority with written
confirmation of the Coordinating Council's allocation recommendations no later than the
published bond due date for the applicable State Authority meeting.

Multi-Family Housing

All multi-family housing projects making an authorized request during an allocation period must
submit all necessary information to State Housing by the due date established by State Housing
for the applicable allocation period. Once the State Authority adopts a schedule for its regular
meetings in the Plan Year, State Housing should announce all applicable due dates for each
allocation period.

Not later than the published bond due date for the applicable State Authority meeting, State
Housing must provide the State Authority with a report of its evaluation and ranking of all
projects requesting an allocation of state ceiling and all projects requesting issuance approval
for a multi-family housing project using carryforward allocated to State Housing in prior years.
State Housing's report must also include its evaluation and ranking of all pending state tax
credit applications. The report must include all the information identified in Exhibit C.

As noted in Item 7 of Section P below, State Housing must provide the State Authority with
written confirmation of its Board’s allocation recommendations for State Housing projects no
later than the published bond due date for the applicable State Authority meeting.

SECTION K. REQUIRED REPORTS

No later than September 30" each year, the State Authority must adopt a plan for the next
calendar year. In order to develop that plan, the State Authority needs reliable information
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before it begins drafting. To gather that information, the State Authority requests the following
reports be submitted by August 1% of each year.

The State Authority acknowledges that specific project details may not be known in all cases for
the coming plan year; accordingly, specificity is expected to the extent known, accompanied by
reasonable estimates of anticipated requests.

These reports will also inform any decisions to reassign state ceiling pursuant to section 1-11-
520(C), to reallocate by amending the plan pursuant to section 1-11-520(B), or to reserve
current-year state ceiling for year-end designation as carryforward.

Industrial and Economic Development Bonds

Commerce and the South Carolina Jobs Economic Development Authority (JEDA), in
consultation with the South Carolina Coordinating Council for Economic Development
(Coordinating Council), must provide a coordinated report for proposed industrial and
economic development projects to the State Authority identifying all known requests for state
ceiling for the year following the plan year. The response must include the project name,®
amount of the state ceiling request, year of allocation, and tentative recommendation of
Commerce in accordance with the competitive criteria described below.

With its report, Commerce must submit proposed deadlines for the year following the plan year
by which those seeking state ceiling for Industrial and Economic Development projects or
projects proposed for other qualified purposes must submit their proposals to Commerce in
order for Commerce to provide the State Authority with its final ranking and recommendations
no later than the bond submission deadline for the meetings at which state ceiling allocation
requests will be considered for the applicable allocation period.

Commerce may also submit a request for the State Authority to assign up to 40 percent of state
ceiling for Industrial and Economic Development, less any allocation requested for known
projects, to accommodate future but presently unidentifiable requests; provided, however,
that once known, each such request shall identify the project, amount of the allocation request,
year of allocation, and include a recommendation of Commerce in accordance with the
competitive criteria.

JEDA and any other issuer must provide the Secretary with a year-end account of any unused
state ceiling from the prior year no later than January 2nd each year.

Multi-Family and Single-Family Housing Bonds

State Housing must provide a report for proposed single-family and multi-family housing
projects to the State Authority identifying all pending and expected authorized requests for the
year following the plan year. The response must include the project name, amount of the state
ceiling request, amount of state tax credit (if any), and year of allocation.

% Or other identifying information in the event the name of the project is not yet public.
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The report must also include recommendations for the amount of carryforward from prior
years needed for State Housing to continue each of its programs in the year following the plan
year.

With its report, Housing must submit proposed deadlines for the year following the plan year
by which those seeking state ceiling for multi-family housing projects must submit their
proposals to Housing in order for Housing to provide the State Authority with its final ranking
and recommendation no later than the bond submission deadline for the meetings at which
state ceiling allocation requests will be considered for the applicable allocation period.

State Housing must provide the Secretary with a year-end account of any unused remaining
carryforward from prior years no later than January 2" each year.

SECTIONL. COMPETITIVE CRITERIA - GENERALLY

Section 1-11-520(E) requires that the allocation plan establish competitive criteria for allocation
of state ceiling to authorized requests, and further provides that competitive criteria may be
unique to each category but must be uniform within each category and established to achieve
highest value and greatest public benefit.

For purposes of this Allocation Plan, determinations of highest value and greatest public benefit
will be made on the basis of the relationship of the state resources requested to the
measurable benefit of the proposed project.

SECTION M. COMPETITIVE CRITERIA FOR INDUSTRIAL AND ECONOMIC DEVELOPMENT
ALLOCATION AND ALLOCATION TO OTHER PERMITTED PURPOSES

Commerce must provide each year to the State Authority for inclusion in the annual State
Ceiling Allocation Plan its recommendations for determining highest value and greatest public
benefit for allocation of state ceiling to industrial and economic development projects, and
projects proposed for other qualified purposes.

Determinations of highest value and greatest public benefit must include at a minimum and
without limitation such measures as the number of new permanent jobs’ that will be created
by the project; the capital investment of the project sponsor independent of state incentives
and resources; and a cost benefit analysis generally reflecting a positive financial benefit to the
state. The Coordinating Council must submit its proposed recommendations for the year
following the plan year to the State Authority no later than August 1 of the plan year.
Commerce will use these measures to evaluate any ceiling allocation requests for Industrial and
Economic Development projects and projects proposed for other qualified purposes, and such
evaluations shall be presented to the Coordinating Council for approval at a public meeting.

For projects seeking either local or state discretionary incentives such as fee in lieu of tax
arrangements, county industrial development bonds, job development credits and/or state
grant funding, a definitive agreement with the Coordinating Council and/or the local
government, as applicable, must have been finalized prior to consideration by the State
Authority. Such agreements with the Coordinating Council may include a preliminary

7 Generally, maintenance of existing jobs will not meet this criterion.
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revitalization, grant performance or other incentive agreement provided that it contains
minimum new permanent job and investment commitments by the entity seeking an allocation.

For projects that are not seeking local or state discretionary incentives, such information as is
requested and determined by Commerce to be sufficient for Commerce to evaluate the
feasibility and competitiveness of the proposal must be submitted to Commerce prior to
consideration by the State Authority.

If multiple projects will be submitted for consideration by the State Authority within a single
allocation period, Commerce must rank those projects from highest to lowest value and public
benefit as determined by provisions of this section.

In addition to the foregoing, Commerce must provide a definitive recommendation for the
amount of state ceiling proposed to be allocated to the project, following an affirmative vote of
the Coordinating Council in a public meeting.

For the current year, the competitive criteria for Industrial and Economic Development projects
recommended by Commerce are adopted by the State Authority, attached as Exhibit A, and
incorporated into this Plan by reference.

SECTIONN. COMPETITIVE CRITERIA FOR MULTI-FAMILY HOUSING ALLOCATION

State Housing must provide each year to the State Authority for inclusion in the State Ceiling
Allocation Plan its recommendations for determining highest value and greatest public benefit
for allocation of state ceiling to multi-family housing projects.

Determinations of highest value and greatest public benefit must reflect the relationship of the
state resources proposed for the project to the affordable housing benefits the project will
achieve. Total state resources must include without limitation the amount of state ceiling, any
applicable state tax credits, and any other state resources and incentives as are germane and
applicable to the project. Affordable housing benefits must include without limitation such
facility characteristics as the heated residential square footage, number of bedrooms, and
number of tenants the project is designed to serve. A determination of highest value must
include a comparison of the state resources to the project’s total cost.

State Housing may coordinate these determinations with the applicable Qualified Allocation
Plan and any other threshold requirements, policies, or procedures as are consistent with this
section.

If multiple multi-family project submissions (for ceiling allocation and/or issuance approval for
use of carryforward) will be considered by the State Authority within a single allocation period,
State Housing must rank those projects from highest to lowest value and public benefit, as
determined by the provisions of this section.

These criteria will be applied uniformly to all multi-family housing projects whether seeking
current year ceiling allocation or issuance approval using carryforward. State Housing must
submit its proposed recommendations for the coming year to the State Authority no later than
August 1 of the plan year.



2023 South Carolina State Ceiling Allocation Plan

In addition to the foregoing, State Housing must provide a definitive recommendation for the
amount of state ceiling proposed to be allocated to any State Housing project, following an
affirmative vote of its governing board in a public meeting.

For the current year, the competitive criteria for Multi-family Housing projects recommended
by State Housing are adopted by the State Authority, attached as Exhibit B, and incorporated
into this Plan by reference.

SECTION O. COMPETITIVE CRITERIA FOR SINGLE-FAMILY HOUSING ALLOCATION

Multiple competing requests during a single allocation period are not expected for submissions
in this category. Accordingly, the State Authority has determined that the highest value and
greatest public benefit are most appropriately determined at the programmatic level, rather
than by allocations to specific requests.

SECTIONP. SUBMISSION REQUIREMENTS FOR AUTHORIZED REQUESTS

All submissions for allocation of state ceiling must be complete at the time of submission. The
Secretary is authorized not to place any incomplete submission on the agenda. The request
must be in accordance with the statutory provisions of Section 1-11-530. In addition to the
foregoing, all requests for allocation of state ceiling must meet all of the following
requirements, as applicable:

1. If the applicable private activity bonds require approval of the State Authority, the
request for allocation of state ceiling must include a contemporaneous request for approval to
issue the associated bonds. A request for an allocation of state ceiling associated with a
contemporaneous request for issuance approval is not complete unless it includes all items
required by the State Authority for the issuance approval request.

2. If the applicable private activity bonds require the approval of an entity other than the
State Authority, the issuer, or a state constitutional officer, a certified statement from the other
approving entity must be submitted with the allocation request. For example, an issuance of
bonds by the Jobs-Economic Development Authority must be approved by the Coordinating
Council (§ 41-43-110(A)).

3. If a request for allocation of state ceiling regards private activity bonds for a multi-family
housing project, either (i) the petition making the request must be accompanied by both a
preliminary determination of the project’s eligibility for the South Carolina housing tax credit
(§12-6-3795(B)(5)(d)) and all comments provided by a county and city pursuant to Section 12-6-
3795(C)(3)); or (ii) the petition making the request must include an irrevocable waiver of any
claim for a state tax credit pursuant to Section 12-6-3795, accompanied by proof that the
petition has been filed with State Housing. Even if a project includes an irrevocable waiver of
any claim for a state tax credit, the request must undergo a feasibility and underwriting review
by State Housing; accordingly, the request must be accompanied by a Certificate of Allocating
Agency (42(m) Letter).

4. If a request for issuance approval regards private activity bonds for a multi-family
housing project, and is using carryforward allocated to State Housing in prior years, either the
(i) the petition making the request must be accompanied by both a preliminary determination

9



2023 South Carolina State Ceiling Allocation Plan

of the project’s eligibility for the South Carolina housing tax credit (§12-6-3795(B)(5)(d)) and all
comments provided by a county and city pursuant to Section 12-6-3795(C)(3)); or (ii) the
petition making the request must include an irrevocable waiver of any claim for a state tax
credit pursuant to Section 12-6-3795, accompanied by proof that the petition has been filed
with State Housing. Even if a project includes an irrevocable waiver of any claim for a state tax
credit, the request must undergo a feasibility and underwriting review by State Housing;
accordingly, the request must be accompanied by a Certificate of Allocating Agency (42(m)
Letter).

5. The petition submitted for each authorized request must include an acknowledgement
that any amount of allocation subsequently requested will constitute a new authorized request
and a representation that "the allocation amount requested constitutes all of the private
activity bond financing contemplated at the time for the project and any other facilities located
at or used as a part of an integrated operation with the project." Reference Section 1-11-
530(C).

6. In the case of a proposed industrial or economic development project using state ceiling
from either the Industrial and Economic Development or Other Qualified Purposes categories,
the project must appear on the list of projects ranked by the Coordinating Council for Economic
Development and must have received a definitive recommendation from the Coordinating
Council for the amount of state ceiling proposed to be allocated to the project.

7. In the case of a proposed project using state ceiling from the Multi-family Housing
category or prior year carryforward previously allocated to State Housing for multi-family
housing projects, the project must appear on the list of projects ranked by State Housing and
must have received a definitive recommendation from State Housing for the amount of state
ceiling proposed to be allocated to the project.

8. A request to take any of the following actions must be accompanied by a letter signed
by the chief executive officer of the applicant providing a thorough explanation of the
compelling circumstances leading to the request and a justification for why those circumstances
were not successfully avoided: A request (a) to reinstate or extend the validity of previously
allocated state ceiling, (b) to allocate state ceiling to a project if previously allocated state
ceiling was allowed to expire, or (c) to allocate additional state ceiling to a project. In addition, a
request to allocate additional state ceiling to a project must be accompanied by supporting
financial analysis demonstrating the further amount necessary to accomplish financial
feasibility of the project. A responsible officer of the applicant is expected to attend the
applicable State Authority meeting.

9, A request (a) to approve single-project allocations for carry-forward election, or (b) to
approve carryforward elections prior to the fourth quarter of the calendar year to which the
state ceiling applies must be accompanied by a letter signed by the chief executive officer of
the applicant that provides a compelling justification for such action and a thorough
explanation of why it is in the best interest of the state to approve the request. As noted below,
such requests are considered extraordinary and will receive a heightened level of review. A
responsible officer of the applicant is expected to attend the applicable State Authority
meeting.

10
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10. In the case of an industrial or economic development project, an authorized request
seeking more than ten percent of the total state ceiling for the Plan Year must be accompanied
by a thorough and compelling statement of facts justifying such an extraordinary allocation of
state ceiling to a single project. The petition must be accompanied by a statement of position
by the Coordinating Council regarding the relative size of the request.

11. In the case of a project for any purpose other than for industrial or economic
development, an authorized request seeking more than five percent of the total state ceiling for
the Plan Year must be accompanied by a thorough and compelling statement of facts justifying
such an extraordinary allocation of state ceiling to a single project.

12. If any part of the submission is subject to review, comment or other action of the Joint
Bond Review Committee, the item must be submitted to the committee prior to consideration
of the submission by the State Authority.

If a request does not meet each and every published requirement by the submission deadline
for the applicable State Authority meeting, the State Authority's Secretary is authorized not to
place the item on the State Authority's agenda.

The State Authority reserves its discretion to amend and supplement these procedures as
circumstances dictate.

The State Authority and its members reserve the right to require additional information for any
particular item.

SECTION Q. EXTENSIONS AND CARRYFORWARDS

Section 1-11-530(C) provides that each authorized request must demonstrate that the
allocation amount requested constitutes all of the private activity bond financing contemplated
at the time for the project and any other facilities located at or used as a part of an integrated
operation with the project. In addition to the foregoing, the State Authority must be reasonably
assured that any allocation of state resources will be utilized prior to expiration. Accordingly,
the State Authority will undertake a heightened level of review and exercise conservative
discretion in addressing any request to (1) reinstate or extend the validity of previously
allocated state ceiling, (2) allocate state ceiling to a project if previously allocated state ceiling
was allowed to expire, (3) allocate additional state ceiling to a project, (4) approve single-
project allocations for carry-forward election, (5) or approve carryforward elections prior to the
fourth quarter of the calendar year to which the state ceiling applies.

SECTIONR. BACKGROUND

On August 30, 2022, the State Fiscal Accountability Authority adopted the inaugural South
Carolina State Ceiling Allocation Plan pursuant to Act 202 of 2022. Section A of the 2022 State
Ceiling Allocation Plan provided the background and purpose of the plan. The background and
purpose of the inaugural plan and Act 202 of 2022 has not changed and need not be repeated
on an annual basis. However, the Background and Purpose as written in the 2022 State Ceiling
Allocation Plan remains relevant and is incorporated by reference for the 2023 South Carolina
State Ceiling Allocation Plan.
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Henry McMaster SOUTH CAROLINA Harry M. Lightsey Il
Govemnor DEPARTMENT OF COMMERCE Secretary

August 3, 2022

Mr. Grant Gillespie

Executive Director

State Fiscal Accountability Authority
1200 Senate Street

Columbia, SC 29201

Dear Mr, Gillespie:

Please find attached the final version of the competitive scoring criteria required by Act 202 and included
as an attachment to the 2022 State Ceiling Allocation Plan.

Sincerely, g

aren Blair Manning
Chief Legal Counsel

KBM

Attachment
Cc: Harry M. Lightsey III
A. Daniel Young

1201 Main Street, Suite 1600, Columbia, SC 20201
Tel: (803) 737-0400 » Fax: {(803) 737-0418 - www.sccommerce.com
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SUMMARY OF PROCEDURES
FOR EVALUATING REQUESTS FOR
STATE CEILING ALLOCATIONS

The following briefly summarizes the procedures applicable to the methodology employed by the South
Carolina Department of Commerce (the “Department”) in evaluating industrial and economic
development projects that are requesting an allocation of the state private activity bond limit by the State
Fiscal Accountability Authority (SFAA).

Background

The Department was designated by the South Carolina General Assembly to assist SFAA in determining
the allocation of the state private activity bond limit for industrial and economic development projects.
As required by Act 202 of 2022 and the South Carolina State Ceiling Allocation Plan, Commerce has
established competitive criteria to evaluate industrial and economic development project. These criteria
are designed to achieve highest value and greatest public benefit.

Review Procedures and Scoring

During the review process, Department staff will evaluate the following factors for each industrial and
economic development project requesting allocation of the state ceiling and will give scores weighted in
the ranges set forth on the attached Scoring Criteria for Bond Applicants and as discussed below.

1; Tier ranking of the county in which the project will be located as determined by the South
Carolina Department of Revenue for the vear in which allocation is sought.

Projects in the most rural counties will be given the higher scores to encourage development in
those counties. The rural counties are most in need of industrial development to sustain and
improve those counties.

2. Type of Project.
Projects that improve public infrastructure will score higher than projects that only benefit the

public through job creation and investment. Manufacturing projects will score higher than non-
manufacturing projects because they attract suppliers that generate further new job creation and
investment to South Carolina.

¥ Number of existing jobs to be maintained at the project.

The larger the current employment, the higher the score because larger companies have the
greatest impact on the economy of the local region and the state as a whole.

4. Number of net new jobs to be created at the project.
The more jobs being created, the greater the impact on the economy of the local region and the
state as a whole by providing more employment for residents and resulting in increased income to
the state.

5. Average salary of the new jobs to be created at the project.

Jobs with higher wages will increase income to the state, and jobs with wages above the per
capita income of the county have a greater impact on the economic well-being of that county.

6. Existing investment of the entity.

The greater the existing investment the more property taxes that will be received to benefit the
economy of the local region and the state as a whole.

7. New investment to be made at the project.
Similarly, the greater the new investment, the more property taxes that will be received and will

benefit the county and local school districts.



Exhibit A - 2022 & 2023 Competitive Criteria for Economic Development and Other Projects

8. Financing available to support the project,
This category is the most subjective, but a vital consideration. A project’s ability to support the

project financially is essential to the success.

9. Cost Benefit

The South Carolina Coordinating Council for Economic Development (the “Coordinating
Council”) will perform a cost benefit analysis on each project. Absent extenuating circumstances,
a project that does not have a positive financial benefit to the state will not be recommended for
state ceiling allocation; provided, however, projects locating in Tier 3 and 4 counties will not be
excluded from consideration because of a negative return on investment resulting from the
estimated value of job tax credits. While the cost benefit analysis assumes all job tax credits
earned and accrued are used, as a practical matter, companies rarely have sufficient income tax
liability to use the maximum value of the credits. This is particularly true in the most rural
counties because of the extremely high value of the job tax credits under state law.

After consideration of each factor and allocation of appropriate scores, the Department will then calculate
the final score using the following formula:

((County Designation X (New Jobs + New Investment)) + Type of Project + Existing jobs + Existing
Investment + Average Salary + Financing+ Cost Benefit
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Scoring Criteria for Bond Applicants

County Designation
Tier 4

Tier 3
Tier 2
Tier 1

S apw

Type of Project
Public Infrastructure

Manufacturing
Other Business

o NS

Existing Jobs
> 500

100-500
0-100

o =N

New Jobs
>300
150-300
50-149
25-49

>25

N whkowm

Existing Investment
>$300,000,000

$100,000,000- $300,000,000
$70,000,000-$100,000,000
<$70,000,000

o =N W

New Investment
>$20,000,000
$10,000,000-$20,000,000
$5,000,000-$10,000,000
<$5,000,000

- N WA

Avg. Salary
>150% of per capita income 2

100% of per capita income
>100%

o -

Financing
Financing in place 5
Financing not sufficient to sustain project

o

Cost Benefit

Positive State Benefit > $10 million 4
Estimate positive state benefit < $9.9 Million 2
Negative -30
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South Carolina State Housing Finance and Development Authority

300-C Outlet Pointe Blvd., Columbia, South Carolina 29210
Telephone: 803.896.9001 TTY: 803.896.8831
SCHousing.com

C. Todd Latiff Bonita H. Shropshire
Chairman Executive Director

Writer's Direct Numbers
(803) 896-8771
E-mail: Tracey Easton@schousing.com

August 2, 2022

Delbert H. Singleton, Jr., Esquire
Secretary
State Fiscal Accountability Authority
1200 Senate Street
‘Wade Hampton Building, Suite 600
Columbia, South Carolina 29201

Re: 2022 Proposed State Ceiling Criteria
Dear Delbert:

I enclose SC Housing’s 2022 Proposed State Ceiling Criteria and a sample ranking spreadsheet.

I would greatly appreciate if this matter could be placed before the State Fiscal Accountability
Authority for consideration in conjunction with the State Ceiling Allocation Plan.

Thank you for your assistance.

Very truly yours,

General Counsel

Financing Housing. Building SC.
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South Carolina State Housing Finance and Development Authority

300-C Outlet Pointe Blvd., Columbia, South Carolina 29210
Telephone: 803.896.9001 TTY: 803.896.8831
SCHousing.com

C. Todd Latiff Bonita H. Shropshire
Chairman Executive Director

This proposed criteria for State Ceiling allocations is presented solely for consideration by the Joint Bond
Review Committee and State Fiscal Accountability Authority and is not intended to provide official or final
guidance to participants in the program. Once approved by the JBRC and SFAA, final guidance will be
published on the website of the South Carolina State Housing Finance and Development Authority (SC
Housing).

Proposed State Ceiling Criteria

For those projects seeking an allocation of state ceiling or carryforward for a multifamily project intending
to utilize 4% federal low-income housing tax credits, SC Housing will require certain threshold criteria as
detailed in the applicable Qualified Allocation Plan (QAP) which is the controlling document related to the
allocation of the credit. This threshold criteria includes items such as financial feasibility, minimum
applicant experience, site control, financial capacity of the applicant, and readiness to proceed (i.e.,
without limitation, establishment of the bond working group, existence of letters of interest or letters of
intent from lenders, syndicators, and other parties). Additionally, SC Housing will require projects to meet
the requirements outlined in SC Housing’s Multifamily Tax-Exempt Bond Finance Program manual.

Projects meeting the threshold criteria described above will be ranked for state ceiling utilizing the
following criteria that evidence the highest value and greatest public benefit as required by Act 202 of
2022 and the State Ceiling Allocation Plan. Section O of the State Ceiling Allocation Plan requires, at a
minimum, certain measures to be included. The following criteria meet the requirements of the State
Ceiling Allocation Plan:
e State resources per heated residential square foot
o This criterion will rank projects from lowest to highest, based on a calculation of state
resources (bond ceiling and state tax credit) per heated residential square foot (i.e.,
excluding common areas), to demonstrate the most efficient use of state resources for
the portion of total project costs applicable to actual tenant housing.
s State resources per bedroom
o This criterion will rank projects from lowest to highest, based on a calculation of state
resources per bedroom, to demonstrate the most efficient use of state resources for the
number of families the project will house.
e State resources per dollar of total project costs
o This criterion will rank projects from lowest to highest, based on a calculation of state
resources to total project costs to demonstrate the most efficient investment of state
resources in the project overall.
e State resources per potential tenant
o This criterion will rank projects from lowest to highest, based on a calculation of state
resources per potential tenant to demonstrate the most efficient use of state resources
for the number of potential residents the project will house.

Financing Housing. Building SC.
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A 30% adjustment to state resources will be made as a ranking consideration for projects located in USDA-
designated rural areas. A 10% adjustment to state resources will be made for new construction units, as
a ranking consideration for projects providing an overall increase in affordable housing. These
adjustments apply for the sole purpose of establishing project rankings.

Financing Housing. Building SC.
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Exhibit C - Evaluation and Ranking Report Format for Multi-family Housing Projects

1 [ Project Name

2 | Location (Municipality)

3 | Issuer

4 | Attorney

5 | State Tax Credits (1 year)

6 | State Tax Credits (10 years)

7 | State Tax Credit Letter Date

8 | Current Year-Ceiling Allocation Request Amount
9 | Ceiling Allocation Date

10 | Carryforward granted by SFAA or SC Housing

11 | Amount of Carryforward requested from SHFDA
12 | Balance of Carryforward held by SHFDA

13 | Annual State Tax Credit needed

14 | Balance of Annual State Tax Credits Allocated to 4% projects
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(R228, H5075)

AN ACT TO AMEND SECTION 12-6-3795, CODE OF LAWS OF
SOUTH CAROLINA, 1976, RELATING TO THE SOUTH
CAROLINA HOUSING TAX CREDIT, SO AS TO DEFINE
TERMS AND LIMIT THE CREDIT; TO PROVIDE A ONE-TIME
AUTHORIZATION OF SOUTH CAROLINA HOUSING TAX
CREDITS FOR CERTAIN PROJECTS APPROVED BEFORE
2022; TO AMEND ARTICLE 3 OF CHAPTER 11, TITLE 1,
RELATING TO THE ALLOCATION OF STATE CEILING ON
ISSUANCE OF PRIVATE ACTIVITY BONDS, SO AS TO
REQUIRE THE STATE FISCAL ACCOUNTABILITY
AUTHORITY TO DEVELOP A STATE CEILING ALLOCATION
PLAN ANNUALLY, TO SPECIFY REQUIREMENTS OF THE
PLAN, AND TO PROVIDE A PROCESS FOR PERIODIC
ALLOCATIONS OF THE STATE CEILING; AND TO REPEAL
SECTION 1-11-370 RELATING TO INDEBTEDNESS
INCLUDED WITHIN ANY LIMITS ON PRIVATE ACTIVITY
BONDS.

Be it enacted by the General Assembly of the State of South Carolina:

South Carolina Housing Tax Credit

SECTION 1.A. Section 12-6-3795 of'the 1976 Code, as added by Act
137 of 2020, is amended to read:

“Section 12-6-3795. (A) As used in this section:

(1) °“Eligibility statement’ means a statement authorized and issued
by the South Carolina State Housing and Finance Development
Authority certifying that a given project qualifies for the South Carolina
housing tax credit, including any preliminary determination thereof.

(2) ‘Federal housing tax credit” means the federal tax credit as
provided in Section 42 of the Internal Revenue Code of 1986, as
amended.

(3) ‘Median income’ means those incomes that are determined by
the federal Department of Housing and Urban Development guidelines
and adjusted for family size.



(4) ‘Project’ means a housing project that has restricted rents that
do not exceed thirty percent of income for at least forty percent of its
units occupied by persons or families having incomes of sixty percent or
less of the median income, or at least twenty percent of the units occupied
by persons or families having incomes of fifty percent or less of the
median income.

(5) ‘Qualified project’ means a qualified low-income building as
that term is defined in Section 42 of the Internal Revenue Code of 1986,
as amended, that is located in South Carolina and receives approval for
tax credits from the South Carolina Housing and Finance Development
Authority provided pursuant to this section.

(6) ‘Taxpayer’ means a sole proprietor, partnership, corporation of
any classification, limited liability company, or association taxable as a
business entity that is subject to South Carolina taxes pursuant to Section
12-6-510, Section 12-6-530, Chapter 11, Title 12, or Chapter 7, Title 38.

(7) ‘Federal 9 percent tax credit’ means the federal housing tax
credit described in Section 42(b)(1)(B)(i) of the Internal Revenue Code.

(8) ‘Federal 4 percent tax credit’ means the federal housing tax
credit described in Section 42(b)(1)(B)(ii) of the Internal Revenue Code.

(9) “Credit period” has the meaning defined in Section 42(f)(1) of
the Internal Revenue Code.

(10) “State housing authority’ means the South Carolina State
Housing Finance and Development Authority.

(11) ‘Department of Revenue’ means the South Carolina
Department of Revenue.

(B)(1) A state tax credit pursuant to this section may be claimed
against income taxes imposed by Section 12-6-510 or 12-6-530, bank
taxes imposed pursuant to Chapter 11, Title 12, corporate license fees
imposed pursuant to Chapter 20, Title 12, and insurance premium and
retaliatory taxes imposed pursuant to Chapter 7, Title 38, to be termed
the South Carolina housing tax credit, and is allowed with respect to each
qualified project placed in service after January 1, 2020, and before
December 31, 2030, in an amount not to exceed the federal housing tax
credit allowed with respect to such qualified project, subject to the
limitations of item (5). In computing a tax payable by a taxpayer pursuant
to Section 38-7-90, the credit allowed pursuant to this section must be
treated as a premium tax paid pursuant to Section 38-7-20.

(2)(a) If under Section 42 of the Internal Revenue Code of 1986,
as amended, a portion of any federal housing tax credit taken on a project
is required to be recaptured, the taxpayer claiming any South Carolina
housing tax credit with respect to such project also is required to
recapture a portion of any South Carolina housing tax credit authorized
by this section. The state recapture amount is equal to the proportion of
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the South Carolina housing tax credit claimed by the taxpayer that equals
the proportion the federal recapture amount bears to the original federal
housing tax credit amount subject to recapture.

(b) Inthe event that recapture of any South Carolina housing tax
credit is required, any return submitted to the Department of Revenue,
as provided in this section, shall include the proportion of the South
Carolina housing tax credit required to be recaptured, the identity of each
taxpayer subject to the recapture, and the amount of South Carolina
housing tax credit previously allocated to such taxpayer. Any recapture
of the South Carolina housing tax credit is reported in the same manner
as any recapture of the federal housing tax credit.

(3) The total amount of the South Carolina housing tax credit
allowed by this section for a taxable year may not exceed the taxpayer’s
income tax liability. Any unused South Carolina housing tax credit may
be carried forward to apply to the taxpayer’s next five succeeding years’
tax liability. The taxpayer may not apply the credit against any prior tax
years’ tax liability.

(4) The South Carolina housing tax credit and any recaptured tax
credit, must be allocated among some or all of the partners, members, or
shareholders of the entity owning the project in any manner agreed to by
such persons, regardless of whether such persons are allocated or
allowed any portion of the federal housing tax credit with respect to the
project.

(5Xa) The South Carolina housing tax credit allowed for any
project must supplement but not supplant the federal housing tax credit
and must be limited to an amount necessary only to achieve financial
feasibility of the project.

(b) The total amount of all South Carolina housing tax credits
that may be allocated in any calendar year must not exceed twenty
million dollars, plus the total of all unallocated tax credits, if any, for any
preceding years, and the total amount of any previously allocated tax
credits that have been recaptured, revoked, canceled, or otherwise
recovered but not otherwise reallocated.

(c) Of the dollar limitation prescribed in subitem (b), the total
amount of South Carolina housing tax credits allocated to qualified
projects utilizing the federal 9 percent tax credit must not exceed forty
percent of the dollar limitation prescribed in subitem (b). Of the South
Carolina housing tax credits allocated to qualified projects utilizing the
federal 9 percent tax credit, no less than fifty percent of the South
Carolina housing tax credits must be allocated to qualified projects
located in an eligible rural area as designated by the United States
Department of Agriculture, with the remainder allocated to (i) qualified
projects serving older persons or persons with special needs, irrespective
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of rural eligibility criteria; (ii) qualified projects supporting workforce
development as certified by the South Carolina Department of
Commerce, irrespective of rural eligibility criteria; and (iii) other
qualified projects, irrespective of rural eligibility criteria.

(d) Compliance with the dollar limitations of subitems (b) and
(c) must be determined by the total amount of South Carolina housing
tax credits allocated for one full year of the credit period applicable to
each qualified project, and not the total amount of South Carolina
housing tax credits allocated for the entire credit period applicable to
each qualified project. Compliance with the dollar limitations of
subitems (b) and (¢) must be determined within each calendar year at the
time the state housing authority makes a preliminary determination of
any qualified project’s eligibility for the South Carolina housing tax
credit.

(e) In addition to the dollar limitation of subitem (b), allocation
of any South Carolina housing tax credit to any qualified project utilizing
the federal 4 percent tax credit is conditioned on among other things
availability and allocation to the extent necessary for the qualified
project of any state ceiling made pursuant to Article 3, Chapter 11, Title
1.

(C)(1) The state housing authority shall promulgate rules establishing
criteria upon which the eligibility statements are issued which must
include consideration of evidence of local support for the project. The
eligibility statement must specify the amount of the South Carolina
housing tax credit allowed, and must include: (i) the annual amount of
South Carolina housing tax credit allocated to the qualified project for
each year of credit the period; and (ii) the total amount of South Carolina
housing tax credit allocated to the qualified project for the entire credit
period.

(2) The state housing authority may not issue an eligibility
statement until the taxpayer provides a report to the state housing
authority detailing how the South Carolina housing tax credit will benefit
the tenants of the project, once placed in service, including without
limitation, reduced rent, and why the South Carolina housing tax credit
is essential to the financial feasibility of the project.

(3) The state housing authority must establish uniform criteria for
allocating the South Carolina housing tax credit to eligible projects
pursuant to a competitive process that promotes highest value and
greatest public benefit. The state housing authority must establish the
criteria required by this section as part of any qualified allocation plan
adopted to administer the federal housing tax credit, which must include
without limitation: (i) written notice by the state housing authority to the
county and city within which any project is proposed to be located; (ii)
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following such notice, an opportunity for public comment on the
proposed project at a public hearing conducted by the state housing
authority no less than ten business days following notice of such public
hearing, notification of which must be made by publication in a
newspaper of general circulation in the county and city within which the
proposed project is to be located; and (iii) an opportunity for the county
and the city within which the project is proposed to be located to provide
comment within no less than ten business days following such public
hearing. The criteria established pursuant to this section, and any
qualified allocation plan, are subject to the prior review and comment of
the Joint Bond Review Committee.

(4) The state housing authority must furnish no later than January
thirty-first of each year an annual report of South Carolina housing tax
credits allocated pursuant to this section, which must include for the
preceding calendar year the total amount of South Carolina housing tax
credits allocated, and for each project, the project name and location, the
amount of the South Carolina housing tax credits allocated to the project,
project ownership, total number of units assisted, and the public benefit
achieved by the project. The annual report must be furnished to the
President of the Senate, the Speaker of the House of Representatives, the
Chairman of the Senate Finance Committee, the Chairman of the House
of Representatives Ways and Means Committee, the Joint Bond Review
Committee, and the State Fiscal Accountability Authority.

(D) The Department of Revenue, in consultation with the state
housing authority, may adopt rules and policies necessary to implement
and administer the provisions of this section; provided, however, that the
state housing authority has the responsibility for: (i) allocation and
administration of the South Carolina housing tax credit; and (ii) ensuring
that the limits prescribed by subsection (B)5)(b) and (c) are not
exceeded.

(E) Notwithstanding any other provision of law, the provisions of this
section and administration thereof are subject to the oversight, and
review and comment as appropriate, of the Joint Bond Review
Committee.”

B.1. Notwithstanding the limitations prescribed by Section
12-6-3795(B)(5)(b), (c), and (d) in SECTION l.A., the General
Assembly hereby provides a one-time authorization of South Carolina
housing tax credits in an amount necessary but not exceeding one
hundred million dollars for qualified projects approved before December
31, 2021, by the State Fiscal Accountability Authority or the South
Carolina State Housing and Finance Development Authority, as
applicable. Any allocations of South Carolina housing tax credits made
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pursuant to this provision are subject to the review and comment of the
Joint Bond Review Committee. No later than thirty days following
enactment hereof, the South Carolina State Housing and Finance
Development Authority must identify and report to the President of the
Senate, the Speaker of the House of Representatives, the Chairman of
the Senate Finance Committee, the Chairman of the House of
Representatives Ways and Means Committee, the Joint Bond Review
Committee, and the State Fiscal Accountability Authority all qualified
projects to which this one-time authorization of South Carolina housing
tax credits is proposed to apply. The report must be made in such form
and substance as may be directed by the Joint Bond Review Committee.
Nothing in this provision grants any rights to, or in the processes used in
the determination of, allocation of this one-time authorization of South
Carolina housing tax credits. Decisions made pursuant to this provision
are final and are not subject to judicial or administrative review.

2. This subsection B takes effect upon approval by the Governor.

C. This SECTION takes effect upon approval by the Governor and first
applies to tax years beginning after 2021.

State ceiling allocation

SECTION 2. Article 3, Chapter 11, Title 1 of the 1976 Code is amended
to read:

“Article 3
Allocation of State Ceiling on Issuance of Private Activity Bonds

Section 1-11-500. The state ceiling on the issuance of private activity
bonds as defined in Section 146 of the Internal Revenue Code of 1986
established in the act must be certified annually by the Secretary of the
State Fiscal Accountability Authority (the state authority) based upon the
provisions of the act. The secretary of the state authority shall make this
certification as soon as practicable after the estimates of the population
of the State of South Carolina to be used in the calculation are published
by the United States Bureau of the Census but in no event later than
February first of each calendar year.

Section 1-11-510. (A) The private activity bond limit for all issuing
authorities must be allocated by the state authority in response to



authorized requests as described in Section 1-11-530 by the issuing
authorities, or as otherwise provided in Section 1-11-520(G).

(B) The aggregate private activity bond limit amount for all South
Carolina issuing authorities is allocated initially to the State for further
allocation within the limits prescribed herein.

(C) Nothing in this article or the State Ceiling Allocation Plan
adopted pursuant to this article grants any rights to, or in the processes
used in the allocation or disposition of, state ceiling. Decisions made
pursuant to this article are final and are not subject to judicial or
administrative review.

Section 1-11-520. (A) No later than September thirtieth of the year
preceding the calendar year to which the state ceiling applies, and subject
to review and comment by the Joint Bond Review Committee, the state
authority must publish a State Ceiling Allocation Plan that assigns
percentages of the state ceiling to categories of any of the permitted
purposes prescribed by the Internal Revenue Code. Without limitation,
categories of permitted purposes may include industrial and economic
development bonds; single family housing bonds; multifamily housing
bonds; student loan bonds; and any other bonds eligible for tax
exemption as a private activity bond pursuant to the Internal Revenue
Code. No initial assignment to any single category may exceed forty
percent of the state ceiling, and no minimum assignment is required for
any category.

(B) Further, the allocation plan must provide for a process of periodic
allocations of the state ceiling within each category, which for any period
generally may not exceed an amount of the state ceiling allocated to that
category equally divided among the number of periods in the year during
which allocations are to be made; provided, however, that the state
authority may, upon findings of exceptional and compelling
circumstances, amend the annual allocation plan following review and
comment by the committee.

(C) Notwithstanding the assigned percentages set forth in the
allocation plan, the state authority may but need not reassign any state
ceiling unused in prior periods as a supplement to and means fo address
demand for ceiling allocation in a subsequent period. Such reassignment
may be made for any allocation category, notwithstanding its original
assignment.

(D) Unless otherwise approved in writing by the state authority
following justification and substantial findings of significance, no
authorized request may receive an allocation of state ceiling applicable
to that calendar year exceeding ten percent of the total state ceiling in the



case of an industrial or economic development project, or five percent of
the total state ceiling for any other allocation category.

(E) The allocation plan must establish competitive criteria for
allocation of state ceiling to authorized requests. Competitive criteria
may be unique to each category but must be uniform within each
category and established to achieve highest value and greatest public
benefit. Discussions of matters related to the periodic evaluation of
authorized requests may be conducted in executive session. The state
authority may utilize the services of the South Carolina Department of
Commerce, the South Carolina State Housing Finance and Development
Authority, any other state agency, and any other public or private
resources to inform and provide services for the development of the
allocation plan, including the evaluation and competitive criteria; and the
periodic evaluation of authorized requests. The Department of
Commerce and the State Housing Finance and Development Authority
are directed to provide to the state authority such assistance as may be
requested or required to accomplish the purposes of this article.

(F) Allocations of state ceiling to authorized requests must be made
in accordance with the provisions of the allocation plan and policies and
procedures adopted by the state authority.

(G) The state authority must determine the disposition of any
remaining, unused state ceiling during the final period of the calendar
year pursuant to a petition submitted in accordance with Section
1-11-530(D).

Section 1-11-530. (A) For private activity bonds proposed for issue
by other than state government issuing authorities, an authorized request
is a request included in a petition to the state authority that a specific
amount of the state ceiling be allocated to the bonds for which the
petition is filed. The petition must be accompanied by: (i) a copy of the
Inducement Contract, Inducement Resolution, or other comparable
preliminary approval entered into or adopted by the issuing authority, if
any, relating to the bonds, and (ii) such other supporting documentation
as the state authority may by policy prescribe.

(B) For private activity bonds proposed for issue by any state
government issuing authority, an authorized request is a request included
in a petition to the state authority that a specific amount of the state
ceiling be allocated to the bonds for which the petition is filed. The
petition must be accompanied by: (i) a bond resolution or comparable
action by the issuing authority authorizing the issuance of the bonds, and
(ii) such other supporting documentation as the state authority may by
policy prescribe.



(C) Each authorized request must demonstrate that the allocation
amount requested constitutes all of the private activity bond financing
contemplated at the time for the project and any other facilities located
at or used as a part of an integrated operation with the project.

(D) An issuing authority seeking an allocation of any remaining
unused state ceiling for carry-forward designation must submit to the
state authority a petition identifying the types of tax-exempt bonds to
which the carry-forward designation will apply. The petition must be
accompanied by such other supporting documentation as the state
authority may by policy prescribe. Such allocations are not subjected to
the provisions of Section 1-11-520(D), (E), and (F).

(E) Notwithstanding any other provision of this article, the state
authority may disapprove, reduce, or defer any authorized request or
petition for carryforward.

(F) The state authority must periodically furnish to the Joint Bond
Review Committee a report of petitions received, along with their
dispositions.

Section 1-11-540. Reserved.

Section 1-11-550. (A) Anallocation of the state ceiling approved by
the state authority is made formal initially by a certificate which allocates
tentatively a specific amount of the state ceiling to the bonds for which
the allocation is requested. This tentative allocation certificate must
specify the state ceiling amount allocated, the issuing authority and the
project involved, and the time period during which the tentative
allocation is valid. This certificate must remind the issuing authority that
the tentative allocation is made final after the issuing authority chairman
or other duly authorized official or agent of the issuing authority, before
the issue is made, certifies the issue amount and the projected date of
issue, as is required by subsection (B) of this section. It also may include
other information considered relevant by the secretary of the state
authority.

(B) The chairman or other authorized official or agent of an issuing
authority issuing any private activity bond for which a portion of the state
ceiling has been allocated tentatively shall execute and deliver to the
secretary of the state authority an issue amount certificate setting forth
the exact amount of bonds to be issued and the projected bond issue date
which date must not be more than ten business days after the date of the
issue amount certificate and it must be before the state ceiling allocation
involved expires. The issue amount certificate may be an executed copy
of the appropriate completed form to be submitted to the Internal
Revenue Service on the issue or it may be in the form of a letter which
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certifies the exact amount of bonds to be issued and the projected date of
the issue.

(C) In response to the issuing authority’s issue amount certificate
required by subsection (B) of this section, the secretary of the state
authority is authorized to issue and, as may be necessary, to revise a
certificate making final the ceiling allocation previously approved by the
state authority on a tentative basis, if the secretary of the state authority
determines that:

(1) the issuing authority’s issue amount certificate specifies an
amount not in excess of the approved tentative ceiling allocation amount;

(2) the issue amount certificate was received prior to the issue date
projected and that the certificate is dated not more than ten days prior to
the issue date projected; provided, however, that if an issue amount
certificate is dated more than ten days prior to the date of issue of the
bonds, such certificate shall be void, and a new request must be provided
to the secretary of the state authority prior to issuance of the bonds;

(3) the issue date projected is within the time period approved
previously for the tentative ceiling allocation; and

(4) the bonds when issued and combined with the total amount of
bonds requiring a ceiling allocation included in issue amount certificates
previously submitted to the state authority by issuing authorities do not
exceed the state ceiling for the calendar year. Except under extraordinary
circumstances, the secretary of the state authority shall issue this
certificate within two business days following the date the issue amount
certificate is received.

(D) In accordance with Section 149(e)(2)(F) of the Internal Revenue
Code, the secretary of the state authority is designated as the state official
responsible for certifying, if applicable, that certain bonds meet the
requirements of Section 146 of the Internal Revenue Code relating to the
volume cap on private activity bonds.

(E) Any tentative or final state ceiling allocation granted by the state
authority before the effective date of this act remains valid as an
allocation of a portion of the volume cap for South Carolina provided
under Section 146 of the Internal Revenue Code. The allocations expire
in accordance with the law under which they were granted or extended
and their validity may be extended or reinstated in accordance with the
provisions of Sections 1-11-500 through 1-11-570.

Section 1-11-560. (A) Any state ceiling allocation approved by the
state authority is valid only for the calendar year in which it is approved,
unless eligible and approved for carry-forward election or unless
specified differently in the certificates required by Section 1-11-550.
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(B) Unless eligible and approved for carry-forward election or unless
specified differently in certificates required by Section 1-11-550, each
state ceiling allocation expires automatically if the bonds for which the
allocation is made are not issued within ninety consecutive calendar days
from the date the allocation is approved by the state authority.

(C) In response to a written request by the chairman or other duly
authorized official or agent of an issuing authority, the state authority,
acting during the period an approved allocation is valid, may but need
not extend the period in which an allocation is valid in a single calendar
year by thirty-one consecutive calendar days to a total of not more than
one hundred twenty-one consecutive calendar days.

(D) In response to a written request by the chairman or other
authorized official or agent of an issuing authority, the state authority
may but need not reinstate for a period of not more than thirty-one
consecutive calendar days in any one calendar year part or all of an
allocation approved but not extended previously in accordance with
subsection (C) of this section in that same calendar year which has
expired. The reinstatement request must certify that the authorized
request previously submitted is still true and correct or a new authorized
request must be submitted.

(E) A tentative ceiling allocation is canceled automatically if the
chairman or other authorized official or agent of the issuing authority
fails to deliver the issue amount certificate required by Section 1-11-550
to the secretary of the state authority before the bonds for which the
allocation is made are issued.

(F) The chairman or other authorized official or agent of an issuing
authority shall advise the secretary of the state authority in writing as
soon as is practicable after a decision is made not to issue bonds for
which a portion of the state ceiling has been allocated. All notices of
relinquishment of ceiling allocations must be entered promptly in the
state authority’s records by the secretary of the state authority.

(G) Ceiling allocations which are eligible and approved for
carry-forward election are not subject to the validity limits of this
section. The state authority shall join with the issuing authorities
involved in carry-forward election statements to meet the requirements
of the Internal Revenue Service.

Section 1-11-570. The state authority may adopt policies and
procedures necessary to implement and administer the provisions of this
article. All such policies and procedures, and any changes thereto, are
subject to review and comment by the Joint Bond Review Committee.
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Section 1-11-580. The State Fiscal Accountability Authority shall
make quarterly payments on insurance contracts where the annual
premium exceeds fifty thousand dollars. The board shall undertake
necessary negotiations to implement this requirement. Where fees may
be incurred for quarterly rather than annual payments, the State Fiscal
Accountability Authority shall determine whether the investment
income opportunity is greater or less than proposed fees and shall make
the decision which best benefits South Carolina.”

Repeal
SECTION 3. Section 1-11-370 of the 1976 Code is repealed.
Conflicting provisions

SECTION 4. The provisions of Article 3, Chapter 11, Title 1 of the
1976 Code relating to the allocation of state ceiling on issuance of private
activity bonds, as amended in this act, shall control if there is any conflict
with any other provision of law or regulation, specifically including
Regulation 19-103.

Severability

SECTION 5.If any section, subsection, paragraph, subparagraph,
sentence, clause, phrase, or word of this act is for any reason held to be
unconstitutional or invalid, such holding shall not affect the
constitutionality or validity of the remaining portions of this act, the
General Assembly hereby declaring that it would have passed this act,
and each and every section, subsection, paragraph, subparagraph,
sentence, clause, phrase, and word thereof, irrespective of the fact that
any one or more other sections, subsections, paragraphs, subparagraphs,
sentences, clauses, phrases, or words hereof may be declared to be
unconstitutional, invalid, or otherwise ineffective.

Time effective

SECTION 6. The provisions of this act are effective for allocations of
state ceiling beginning January 1, 2022, and thereafter. For the first year
of implementation, the state authority may adopt such special procedures
as may be necessary to effect the requirements of this act.
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Ratified the 12" day of May, 2022.

President of the Senate

Speaker of the House of Representatives

Approved the day of 2022,

Governor

e X X e
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August 23, 2022

Mr. Grant Gillespie

Executive Director

State Fiscal Accountability Authority
Post Office Box 12444

Columbia, South Carolina 29211

Re:  Proposed Ceiling Allocation Plan Pursuant to Act 202 of 2022

Dear Mr. Gillespie:

At its meeting today, the Joint Bond Review Committee reviewed the proposed State Ceiling Allocation
Plan for Calendar Year 2023 submitted on behalf of the State Fiscal Accountability Authority for
consideration by the Committee pursuant to the provisions of Act 202 of 2022, which provides for among
other things publication by the Authority of a State Ceiling Allocation Plan, subject to the review and
comment by the Committee. The Committee determined that the Plan for 2023 as presented complies
with the provisions of the Act, and recommends its approval.

The proposed Plan for 2023 assigns percentages to private activity bond purposes permitted by the
Internal Revenue Code, subject to certain limitations; provides for periodic allocations equally divided
among the periods during the year in which allocations are to be made; provides for competitive criteria
to achieve highest value and greatest public benefit; provides for allocation of the private activity bond
limit for all issuing authorities in response to authorized requests; and provides for limitations on amounts
assigned to authorized requests; all in accordance with the Act.

The provisions of the Plan for 2023 apply to allocations of state ceiling beginning January 1, 2023, as
required by the Act. The plan also focuses on the statutory requirement that awards of limited state
resources are made to projects demonstrating highest value and greatest public benefit, as measured by
the relationship of the state resources to the measurable benefit of the project. The Plan further provides
for recommendations by the South Carolina Department of Commerce and the South Carolina State
Housing Finance and Development Authority, as applicable, to the State Fiscal Accountability Authority,
which has ultimate discretion and accountability for approval of the allocation of state ceiling to permitted
categories and authorized requests.
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The Plan for 2023 provides for policies and procedures to effect the purposes of the Act, and closely
follows the provisions of the Plan for 2022, except for those aspects of the Plan for 2022 that address the
initial year of implementation, and other changes that promote simplification and adaptability for future
years.

Consistent with its recommendation for the Plan for 2022, the Committee recommends that the State
Fiscal Accountability Authority carefully consider for inclusion in the Plan for 2023 tie breaking criteria
for multifamily housing projects in the event that an insufficient amount of limited state ceiling is
available to support an allocation for bottom-ranked projects with identical overall rankings, in substance
and in order of priority:

Allocation of state ceiling to the project that could be accommodated within the limitation in the
event the other project could not; thereafier,

Allocation to a project located within a designated rural area if the other project is not; and
thereafter,

Allocation determined solely by the relationship of total state resources to the number of tenants
the project is expected to serve, as a determinant of greatest public benefit.

Please advise if you have any questions or need clarification.
Very truly yours,

-

F. Richard Harmon, Jr.
Director of Research



STATE FISCAL ACCOUNTABILITY AUTHORITY REGULAR SESSION

MEETING OF August 30, 2022 ITEM NUMBER _ 18

AGENCY:  State Fiscal Accountability Authority

SUBJECT: Future Meeting

The next regular meeting of the State Fiscal Accountability Authority will be held at 10:00 a.m.
on Tuesday, November 1, 2022, in Room 252, Edgar A. Brown Building.

The Authority is also asked to approve the following schedule of proposed meetings for the State
Fiscal Accountability Authority for 2023:

Tuesday, January 31
Tuesday, March 28
Tuesday, May 23
Tuesday June 27
Tuesday, August 29
Tuesday, October 17

Tuesday, December 12

AUTHORITY ACTION REQUESTED:

Agree to meet at 10:00 a.m. on Tuesday, November 1, 2022, in Room 252, Edgar A. Brown
Building. Additionally, approve the proposed schedule of meetings for calendar year 2023.

ATTACHMENTS:
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