During fiscal year 2012-13, the South Carolina Department of Commerce (Commerce) was appropriated
$682,049 designated for the SC Manufacturing Extension Partnership (SCMEP) in accordance with
Proviso 40.19 of the Fiscal Year 2012-13 Appropriation Act. In addition, the proviso requires Commerce
to prepare a report of the prior year expenditures for the SCMEP.

The Commerce and SCMEP has entered into a partnership to work together to better integrate the
activities of SCMEP with the State’s mission to stimulate economic activity and develop competitiveness
and potentialities of small and medium size manufacturers in the State.

In addition, Commerce and SCMEP has integrated SCMEP’s field agent services to manufacturers in the
state with Commerce’s existing business services. The purpose of this program is to maintain and grow
the relationship between the Commerce and the company through one-on-one visits. From January 2013
to June 2013, eighty-six visits were conducted by SCMEP’s field agents.

During the visit, information on the programs of Commerce will be discussed with a few primary goals in
mind:

e Identify barriers or issues with the company that may be preventing efficient operation and
possible growth

o |dentify possible new investment through potential suppliers

o |dentify possible expansion opportunities

o |dentify early warning signs of possible plant layoffs or closings

It is our belief that these visits have increased our on-going relationships with the industrial base of South
Carolina.

SCMEP has provided Commerce with their 2012 annual impact report and annual audit which is attached
to this report.

If you have any questions, please do not hesitate to contact Chris Huffman at 803-737-0462.








































































COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Partnership’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

PURPOSE OF THIS REPORT

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance, and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Columbia, South Carolina

October 24, 2013 He 7?44— 6”37; A,
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED
BY OMB CIRCULAR A-133

To The Board of Directors of
South Carolina Manufacturing Extension Partnership

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM

We have audited South Carolina Manufacturing Extension Partnership’s (the “Partnership”) compliance
with the types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that could have a direct and material effect on each of the
Partnership’s major federal programs for the year ended June 30, 2013. The Partnership’s major federal
program is identified in the summary of auditors’ results section of the accompanying schedule of
findings and questioned costs.

MANAGEMENT’S RESPONSIBILITY

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

AUDITORS' RESPONSIBILITY

Our responsibility is to express an opinion on compliance for each of the Partnership’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about the
Partnership’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the Partnership’s

compliance.
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OPINION ON EACH MAJOR FEDERAL PROGRAM

In our opinion, the Partnership complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on its major federal

program for the year ended June 30, 2013.
REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Management of the Partnership is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Partnership’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and report
on internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Partnership’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies in internal control over compliance, such that
there is a reasonable possibility that material noncompliance with a type of compliance requirement of
a federal program will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal
control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention
by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133.Accordingly, this report is not suitable for any other purpose.

Columbia, South Carolina 7,7‘3 7,4,%_ 6;49”7) /4

October 24, 2013
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
SOUTH CAROLINA MANUFACTURING EXTENSION PARTNERSHIP
For the Year Ended June 30,2013

Pass-Through
Federal Grantor / Federal Entity
Pass-Through Grantor CFDA Identifying
Program Title Number Number Expenditures
Direct Programs:
U.S. Department of Commerce
U.S. Department of Commerce National Institute of Standards
And Technology Standards and Technology - MEP
Cooperative Agreement 11.611 S 2,184,489
U.S. Department of Commerce National Institute of Standards
And Technology Standards and Technology - MEP
Environmental Protection Agnecy's E3 Initiative 11.611 4,670
South Carolina Suppliers Scouting Requirements from Veteran
Affairs 11.611 63,033
U.S. Department of Agriculture
Rural Business Enterprise Grant 10.783 20,846
Rural Business Enterprise Grant - ARRA 10.783A 30,728
Technical Assistance and Training 10.761 65,480

Pass-Through Programs:
U.S. Department of Commerce

U.S. Department of Commerce National Institute of Standards
And Technology lllinois Manufacturing Extension Center
Supply Chain Service Department

U.S. Department of Energy
South Carolina Energy Office
Save Energy Now

Total Direct Programs 2,369,246

11.611 70NANB10H315 105,123
81.119 31001 205,291
Total Pass-Through Programs 310,414

TOTAL EXPENDITURES OF FEDERAL AWARDS § 2,679,660
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NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
SOUTH CAROLINA MANUFACTURING EXTENSION PARTNERSHIP
June 30, 2013

NOTE A --BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
South Carolina Manufacturing Extension Partnership and is presented on the accrual basis of
accounting, which is described in note A of the Partnership’s financial statements. The information in
this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in the
schedule may differ from amounts presented in, or used in, the preparation of the financial
statements.

NOTE B -- NATIONAL INSTITUTE OF STANDARDS AND TECHNOLOGY GRANT

The National Institute of Standards and Technology (NIST) cooperative agreement is awarded to the
South Carolina Manufacturing Extension Partnership. The Partnership partners with the following
colleges and organizations to provide services: Clemson Research Apparel (Clemson University), The
University of South Carolina’s Center for Manufacturing and Technology, and South Carolina Export
Consortium. This agreement requires non-federal matching of 66.7% to the federal 33.3% share.

The Partnership provided federal awards to NIST sub-recipients during the year ended June 30, 2013
as follows:

Clemson Research Apparel S 79,593
Center for Manufacturing and Technology 200,000
South Carolina Export Consortium 49,128

$ 328,721

The sub-recipient non-federal matching funds as of June 30, 2013 consisted of $506,993 cash match
and $118,092 in-kind match.

NOTE C -- UNITED STATES DEPARTMENT OF AGRICULTURE - RURAL DEVELOPMENT

The United States Department of Agricultures’ Rural Development Office awarded two rural business
development grants to the South Carolina Manufacturing Extension Partnership, in which the
Partnership has partnered with the South Carolina Export Consortium. For the fiscal year ended June
30, 2013, the Partnership provided federal funds to the South Export Consortium in the amount of
$51,574.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SOUTH CAROLINA MANUFACTURING EXTENSION PARTNERSHIP
Year Ended June 30, 2013

SECTION I -- SUMMARY OF AUDITORS’ RESULTS

1.

The auditors’ report expresses an unmodified opinion on the financial statements of South
Carolina Manufacturing Extension Partnership.

No significant deficiencies relating to the audit of the financial statements are reported in the
Independent Auditors’ Report on Internal Control over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed In Accordance With
Government Auditing Standards.

No instances of noncompliance material to the financial statements of South Carolina
Manufacturing Extension Partnership, which would be required to be reported in accordance with
Government Auditing Standards, were disclosed during the audit.

No significant deficiencies relating to the audit of the major federal award program is reported in
the Independent Auditors’ Report on Compliance for Each Major Program and on Internal Control

Over Compliance Required by OMB Circular A-133.

The auditors’ report on compliance for the major federal award program for South Carolina
Manufacturing Extension Partnership expresses an unmodified opinion on the major program.

Audit findings that are required to be reported in accordance with Section 501(a) of OMB Circular
A-133 are reported in this schedule.

The program tested as a major program was:

National Institute of Standards and Technology Grant 11.611
The threshold used for distinguishing between Types A and B programs was $300,000.

South Carolina Manufacturing Extension Partnership qualifies as a low risk auditee.

SECTION II -- FINDINGS -FINANCIAL STATEMENT AUDIT

None

SECTION III --FINDINGS AND QUESTIONED COSTS-MAJOR FEDERAL AWARD PROGRAMS

None

SECTION IV -- SCHEDULE OF PRIOR FINDINGS AND QUESTIONED COSTS

None
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