Attachment

Commentary and discussion of issues related to "total dollar amount of funds expended” required by Section
11-35-5240(3)

Section 11-35-5240 requires each agency director to develop a Minority Business Enterprise (MBE) Utilization
Plan. Such plans must include a goal for spending a certain percentage of each governmental body’s total dollar
amount of funds expended. with MBEs certified by the Office of Small and Minority Business Assistance
(OSMBA).

Under the 2006 amendments to the Consolidated Procurement Code, Section 11-35-5240(3) provides that the
Executive Director of the Budget & Control Board shall establish a definition for the phrase “total dollar
amount of funds expended”, which will define the funds that this percentage will be applied against in
developing each agency’s goal for spending with monority vendors.

In defining “total dollar amount of funds expended”, we have taken the following steps to solicit agency
feedback:

e Requested comments to a draft list of object codes from state procurement officials via email,

e Requested comments to the same draft list from state financial officials using an email list provided by
the Comptroller General’s Office via email,

o Sought input from the Comptroller General’s Office,

e Opened discussion of the question in a forum of 250 procurement officials July 20, and

o Met with representatives of the OSMBA.

The comments we received were numerous and diverse. The instances brought to our attention may be valid for
some entities and not others. The examples and comments that follow illustrate why agencies need discretion in
deriving their unique dollar figure.

o Agencies asked that if I defined the term Total Dollar Amount of Funds Expended utilizing the object
codes listed in the attachment, I authorize the Office of Small and Minority Business Assistance
(OSMBA) to work with each agency to customize a definition for total dollar amount of funds expended
for that agency within the framework of the selected object codes. This could require significant effort
by OSMBA. :

e Agencies asked that we exclude funds paid by one state agency to another through interdepartmental
transfers.

e Agencies asked that we exclude expenditures by agencies for items and services awarded as statewide
term contracts by the Information Technology Management Office (ITMO) or the Materials
Management Office (MMO).

e Agencies asked that they be allowed to report all expenditures with certified MBEs whether those
expenditures fall within the defined object codes or not. As we approach any fiscal year, we often cannot
predict what expenditures we will have with certified minority vendors under what object codes, yet we
are required to estimate those expenditures anyway. As the year progresses, opportunities may occur to
expend funds with certified minority vendor in unanticipated ways.

e Agencies asked that we exclude sole source and emergency procurements from being considered as total
dollar amount of funds expended. Some agencies have argued that they have little or no control over
these procurements. However, agencies decide upon each of these transactions and take procurement
actions appropriate for the circumstances.
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Agencies asked that grant funds be excluded from total dollar amount of funds expended. Colleges and
universities suggested that grant funds should be exempt from total dollar amount of funds expended.
They offered that many of these grant funded procurements are directed by the grantor agency. This may
be valid in many cases, however, conventionally grants are initiated by a grant request, which is
prepared by the requesting agency. In many cases, these grant requests guide the expenditure of funds
but do not dictate vendor selection.

It was suggested that we exclude from total dollar amount of funds expended expenses for services or
products for which there are no OSMBA certified firms. Agencies cannot accomplish expenditures with
certified minority vendors in expenditure categories where certified minority vendors do not exist. It
would be helpful if all agencies could encourage minority vendors to acquire certification. Also, the
MMO Division should work with OSMBA to improve availability of information to assist agencies.

It was suggested that we exclude expenditures that are exempt from the Procurement Code in the
definition of total dollar amount of funds expended. Exemption of certain expenditures should not sway
our efforts to support certified South Carolina minority vendors. In selecting object codes, agencies
should consider whether any control is retained over the exempted expenditures.
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