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CITY OF LIVINGSTON PURCHASING AND PROCUREMENT POLICY 
INCLUDING FEDERAL GRANT PROCUREMENT POLICY 
 
POLICY STATEMENT 
 
The City of Livingston will competently acquire goods and services that are necessary 
to provide its citizens with the services of a municipal government. The City Purchasing 
Program has several goals, among these are: 
 

• To purchase the proper good or service to suit the City’s needs 
• To get the best value for the good or service 
• To have the good or service available where and when it is needed 
• To assure a continuing supply of needed goods or services 
• To guard against any misappropriation of the assets procured 
• To insure that all purchases are made in accordance with the current fiscal year 

budget 

 
In addition, the City Purchasing Program will endeavor to assure that: 

• Responsible bidders are given fair opportunity to compete for the City’s business. 
• Public funds are safeguarded. 
• Public spending is not used to enrich elected officials or City employees, or to 

provide preferential treatment or special benefits to favored constituents. 

 
The purchasing program for the City of Livingston is decentralized with centralized 
oversight provided by the Finance Department. 
 
The purchasing policy is applicable to all funds not specifically exempted by law. Any 
goods or services funded through special monies such as donations, insurance 
reimbursements, seized property sale, and/or recreation or enterprise programs must 
comply with procedures established in this document. 

 
Purchases of goods or services funded through state or federal grant monies must 
comply with procedures established in this document in addition to any and all 
procurement standards promulgated by the respective agencies. 
 
It is the policy of the City to purchase through a competitive process when 
required by law and/or the policies outlined in this document for items or 
services. This includes the purchase and lease of goods, the purchase of 
services, and construction projects. These competitive principles apply to all City 
Departments. It is the policy of the City to publish specifications that will ensure 
competitive bids whenever practical and required by law. 
 
Because competition is so critical to public purchasing, it is essential that 
specifications be developed so a number of competitive bids/proposals will be 
received. 
 



Page 3 of 25 
 

 
GENERAL ETHICAL STANDARDS 

 
1. It will be a breach of ethics to attempt to realize a personal gain through public 

employment with the City by any conduct inconsistent with the proper discharge 
of the employee’s duties. 

2. It will be a breach of ethics to attempt to influence any public employee of the 
City to breach the standards of ethical conduct set forth in this code. 

3. Any member of the Council, officer or employee of the City who has a 
substantial financial interest, direct or indirect, or by reason of ownership of 
stock in any corporation, in any contract contractor supplying the City shall 
make known that interest to the Council and shall refrain from voting upon or 
otherwise participating in his capacity as a council person, officer or employee 
in the making of such sale or in the awarding or performance of such contract. 
In addition, officials are required to comply with the requirements of Chapter 171 
of the Local Government Code. Vendors must comply with the requirements of 
Chapter 176 of the Local Government Code. Violation of this section with the 
knowledge, expressed or implied, of the person or corporation contracting with 
or making a sale to the City shall render the contract or sale voidable by the City 
Manager or the Council. 

 
4. It will be a breach of ethics to offer, give or agree to give any employee or 

former employee of the City of Livingston, or for any employee of the City of 
Livingston to solicit, demand, accept or agree to accept from another person, a 
gratuity or an offer of employment in connection with any decision, approval, 
disapproval, recommendation, preparation of any part of a program requirement 
or purchase request, influencing the content of any specification, or 
procurement standard, rendering of advice, investigation, request for ruling, 
determination, claim or controversy, or other particular matter pertaining to any 
program requirement or a contract, subcontract, or any solicitation or proposal 
pending before this government. 

 
5. It will be a breach of ethics for any payment, gratuity or offer of employment to 

be made by or on behalf of a subcontractor under a contract to the prime 
contractor or higher tier subcontractor for any contract for the City of Livingston, 
or any person associated therewith, as an inducement for the award of a 
subcontract or order. 

6. The prohibitions against gratuities and kickbacks prescribed above will be 
conspicuously set forth in every contract and solicitation. 

 
7. It will be a breach of ethics for any employee or former employee of the City of 

Livingston knowingly to use confidential information for actual or anticipated 
personal gain, or for the actual or anticipated gain of any person. 
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Any official or employee who exercises discretion in the planning, 
recommending, selecting, or contracting of a vendor is required to disclose 
certain relationships with City of Livingston vendors, or an employee or agent of 
the vendor, in accordance with Chapter 176 of the Local Government Code. 
 

 
Purchases Up to $2,500 
Purchases up to $2,500 do not require a Purchase Order. The customer department 
may proceed with the purchase on receipt of the Department Head approval. The 
following steps are required of the buyer: 

 
• Obtain informal quotes, use price agreements established by contract or conduct 

price comparisons on standard products regularly purchased through internet 
review. 

• Make the purchase. Invoices are to be directed to user department for approval 
and coding before being sent to Accounts Payable for payment. 

 
Purchases of $2,500 – $10,000 
Purchases in the amount of $2,500 through $10,000 require a Purchase Order and 
review by the Finance Director prior to approval. 

 

For purchases that have not been previously bid and contracted, a competitive process 
is required. User departments must secure three (3) or more informal bids, maintain a 
record of them and award the bid to lowest responsible bidder or the bidder who 
provides goods or services at the best value to the City. When determining “best value,” 
the City may consider: (1) the reputation of the bidder and the bidder’s goods or 
services; (2) the quality of the bidder’s goods or services; (3) the bidder’s past 
relationship with the City and/or (4) any other lawful criteria.  Quotes should be 
forwarded along with the requisition request to Finance.  
 
Finance reserves the following rights: 

• To change the vendor award when a contract exists or better pricing is available. 
• To audit Department files to determine that the lowest responsible bid or bid 

offering best value to the City was selected. 

 
The following sequence of events applies: 

1. Request quotes from three or more vendors capable of providing the item or 
service specified. 

2. Quotes received by a certain time and date are recorded. 
3. Department Manager selects lowest responsible bid or bid offering best value 

to the City. 
4. A requisition is submitted to Finance along with a copy of all quotes received. 
5. Finance approves and issues a Purchase Order. 
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6. Upon receipt of Purchase Order, Department makes purchase and instructs 
vendor to reference purchase order number on invoice. 

7. Upon receipt of item or satisfactory completion of service, Department 
forwards properly approved and coded invoice to Accounts Payable for 
payment. 
 

Purchases More Than $10,000 Up to the Threshold Set by State Law for Sealed 
Bids (Currently $50,000)  
All contracts or purchases will be awarded to the lowest responsible bidder or to the 
bidder who provides goods or services at the best value to the City after receiving at 
least three estimates from prospective bidders. When determining “best value,” the City 
may consider: (1) the reputation of the bidder and the bidder’s goods or services; (2) the 
quality of the bidder’s goods or services; (3) the bidder past relationship with the City 
and/or (4) any other lawful criteria. State law requires that at least two (2) 
Historically Underutilized Businesses (HUB’s) be contacted on a rotating basis. If 
no disadvantaged businesses providing the goods or services specified are listed on the 
State Comptroller’s website in the county in which the City is situated, then the City is 
exempt from this requirement. 
 
The typical sequence of events is outlined as follows: 

1. Request quotes from three or more vendors capable of providing the item or 
service specified. Pursuant to State law, prospective vendors contacted 
should include two or more Historically Underutilized Businesses (HUBs) 
registered on the State Comptroller’s website and located in the county. HUBs 
should be contacted on a rotating basis. 

2. Quotes received by a certain time and date are recorded. 
3. Department Manager selects lowest responsible bid or bid offering best value 

to the City.  
4. A requisition is submitted to Finance along with a copy of all quotes received. 
5. Finance approves and issues a Purchase Order. 
6. Upon receipt of Purchase Order, Department makes purchase and instructs 

vendor to reference purchase order number on invoice. 
7. Upon receipt of item or satisfactory completion of service, Department 

forwards properly approved and coded invoice to Finance for payment. 
 
Purchases Greater Than the Threshold Set by State Law for Sealed Bids 
(Currently $50,000)   
After completion of competitive bidding in accordance with the requirements of Chapter 
252 of the Local Government Code, use of reverse auction in accordance with Section 
2155.062(d) of the Government Code, or a project delivery method described in 
Chapter 2269 of the Government Code for construction contracts and the procedures 
set forth in this document, the City will award all contracts or purchases involving the 
higher of either $50,000 or the threshold set by State law to the lowest responsible 
bidder or to the bidder who provides goods or services at the best value for the City or 
as otherwise permitted by law. When determining “best value,” the City may consider: 
(1) the reputation of the bidder and the bidder’s goods or services; (2) the quality of the 
bidder’s goods or services; (3) the bidder’s past relationship with the City and/or (4) any 
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other lawful criteria. 
 
Caution: State law prohibits the purchase of goods or services in a sequential or 
component manner in order to avoid the requirements of Subsection 252.021 
and/or other laws regarding procurement. 
 
The policy and procedures for obtaining quotations for small or non-routine 
purchases protect the City from paying excessive prices but does not substitute 
for compliance with state law. 

 
Failure to follow state law with respect to competitive bidding is a Class B 
misdemeanor. 
 
The typical sequence of events is outlined as follows: 

1. Budget approval by City Council. 
2. Determination is made as to the method of purchase that will provide the best 

value to the City if a method other than competitive sealed bidding is 
considered. The City Council may make this determination or may designate 
a representative to make the determination at their discretion. 

3. Specifications and proposed contracts are developed and approved by the 
involved Department and Finance. 

4. Bids published and mailed with first newspaper advertisement. 
5. Pre-bid meeting is conducted (if necessary). 
6. Second advertisement is published (seven days after the first). 
7. Bid opening (must be no sooner than the 15th day after the first 

advertisement). 
8. Bid award by Council. 
9. Purchasing issues Purchase Order(s). 

 
Exceptions as listed in Section 252.022, “Competitive Bidding or Competitive 
Proposals Required”; “General Exemptions” Tex. Local Gov’t Code apply to both 
formal and informal bid processing. Exceptions must be communicated to Purchasing in 
writing. Additional documentation may be required by Purchasing to document the 
circumstances of the exception. 
 

EXEMPT PURCHASES 
 
There are several categories of purchases that are exempt from formal procurement 
procedures: 

1. Emergency Purchases - Purchases that are required immediately for purposes 
that couldn't reasonably have been foreseen are exempt from formal procurement 
procedures. The Finance Director must concur that an emergency exists prior to 
approval. 
2. Sole Source Purchases - Purchases available from only one supplier are 
exempt from bidding requirements. Some effort is required to determine a purchase 
is truly sole source. See the section on sole source purchases in this policy. 
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3. Other Exempt Purchases - The statutes authorize other categories of exempt 
purchases. Professional or personal services, purchases of services performed by 
blind or severely disabled persons, purchases from other governments, some 
auctions and going out of business sales, and various other purchases are exempt 
under provisions of the Texas Local Government Code. 

 
EMERGENCY PURCHASES 
Texas statutes generally allow the local government to make emergency or exempted 
purchases without competitive bidding. Council approval prior to purchase is advised, if 
practical. If this is not feasible, emergency purchases exceeding the threshold set by 
State law for competitive bidding should be ratified by the Council. 
 
Although there is no clear definition of what constitutes an emergency purchase, a 
political subdivision is generally exempted from competitive bidding when any one of the 
following conditions exists: 

1. The prompt purchase of items because of a public calamity that requires an 
immediate appropriation to provide for the needs of the public or to preserve the 
property of the municipality. 

2. The item is necessary to preserve or protect the public health or safety of 
residents of the political subdivision. 

3. The item is made necessary by unforeseen damage to public machinery, 
equipment, or other property. 

 
Since these exemptions are stated in broad terms, the user Department must justify the 
emergency and submit documentation of the circumstances that substantiates the 
necessity to make an emergency purchase to the Finance Director. 
 
The following are guidelines for dealing systematically with emergency purchases. 
 

1. QUALIFICATION: The purchase must qualify as an emergency purchase under the 
definition in the Local Government Code Section 252.022. The buyer will contact the 
Finance Director to describe the circumstances that qualify the purchase as an 
emergency. The Finance Department will assist the responsible official in the 
determination of the emergency status and a practical plan for the purchase. 

 
2. DESIGNATION: The designation of emergency purchase indicates a situation of 

such urgency that the normal purchasing procedure must be modified in the interest 
of speed, and therefore no competitive bids are required. If the nature of the 
emergency allows, informal quotes are required. 

 
3. NORMAL WORKING HOURS: All emergency purchases occurring during normal 

working hours are processed through Finance as follows: 
a. The user Department will notify the Finance Director immediately with as much 

information as possible about the emergency purchase and follow that with an e-
mail to the Finance Director, with a copy to their Department Head, detailing the 
circumstances designating the purchase as an emergency. Finance will assign a 
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pre-approved Purchase Order number for this emergency. 
 

b. A purchasing requisition is prepared (by the Department) and approved through 
the normal channels, using the pre-approved Purchase Order number. If the 
purchase exceeds $500 a copy of the e-mail to the Finance Director should be 
attached to the purchasing requisition. 

 
c. Simultaneously, the buyer Department should request expedited delivery. 

 
4. EVENINGS, WEEKENDS AND HOLIDAYS: For other than normal working hours, 

when Finance support is unavailable, procedures are as follows: 

 
a. The responsible official of the Department takes whatever steps are necessary to 

procure needed supplies, services or equipment to relieve the emergency 
situation. Only those goods or services actually needed during the evening, 
weekend or holiday may be procured. 

b. If the purchase exceeds $500, the responsible official will notify Finance on the 
first day following the emergency and prepare an email to the Finance Director 
and their Director citing the circumstances of the emergency and certifying that 
the purchase involved was necessary because of one of the reasons listed in 
Chapter 252.022. When submitting resulting items to Accounts Payable for 
payment, the responsible official shall attach to the approved and coded invoices, 
any bills for materials, receipts, or other documents related to the purchase along 
with a copy of the email that certified the purchase as an emergency purchase. 

 
SOLE SOURCE PURCHASES 
There are many reasons why a purchase might be possible or practical from only one 
vendor: 

1. There is no competitive product. The good/service is a one-of-a-kind or patented 
product, a copyrighted publication available from only one source, or a unique 
item such as work of art. 

2. The product is only available from a regulated or natural monopoly. For example, 
regulated utility, gravel from the only pit in the area or some similar situation are 
natural monopolies. 

3. The product is a component of an existing system that is only available from one 
supplier. The replacement of a component or a repair part may only be available 
from the original supplier. 

There are a number of reasons why the City may occasionally use sole source 
purchases, and it is proper to have the flexibility to make these purchases. However, 
sole source purchases must be strictly controlled, since they are directly contrary to the 
competitive process. 

Under most conditions, a sole source purchase should be the subject of a certain 
amount of negotiation. The purchaser should prepare a detailed list of requirements 
relating to delivery, quality, performance and other conditions, and be prepared to 
withhold final intent to purchase in order to negotiate the best price and service. The 
buyer should do everything in his power to strengthen the City’s bargaining position. 
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Sole Source Purchase Procedure - Sole source purchases are handled the same as 
other purchases, with these exceptions: 
 
1. If the requisitioning party determines that the item is a sole source purchase, one of 

the following should be attached to the requisition: 
• A statement from the vendor attesting to the fact that the item(s) 

requested is available from only that vendor. 
• An explanation of why this is a sole source purchase as well as 

information concerning attempts to obtain competitive bids on the item(s) 
requested. 

 
2. The requisition is then completed in accordance with established procedure. 

 
3. Finance determines that the item is a sole source purchase. Finance reserves the 

right to require publication of specifications and advertise for bids to verify sole 
source status. 

 
4. After the requisition is approved, the Purchase Order is prepared and processed 

according to established procedure. 
 

PROFESSIONAL SERVICES 
Professional services are exempt from competitive bidding but not from a competitive 
process. Professional services are defined as those disciplines requiring special 
knowledge or attainment and a high order of learning, skill and intelligence. 
 
Professional Services Procurement Act (Tex. Gov’t Code Ann. § 2254.003 et. seq.) - 
This Act states that contracts for the procurement of a certified public accountant, 
licensed architect, physician, optometrist, registered surveyor, engineer or any group or 
association thereof may not be awarded on the basis of cost. Instead, they must be 
awarded on the basis of demonstrated competence and qualifications, so long as the 
professional fees are consistent with, and not higher than the published recommended 
practices and fees of the various professional associations, and do not exceed any 
maximums provided by state law. 
 
When procuring architectural or engineering services, the Department will use a two-
step selection process. First, the entity will select an individual or firm that is capable of 
performing the service, on the basis of demonstrated competence and qualifications. 
Second, the entity will then enter into negotiations on a contract at a fair and reasonable 
price. 
 
If the City is unable to negotiate a satisfactory contract with the most highly qualified 
individual or firm, it will formally end negotiations with that person or firm, and then 
proceed to the next most highly qualified and repeat the process. Negotiations are 
carried on in this sequence until a contract is made. 
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If any agreement or contract is entered into with one of the above-mentioned 
professionals on the basis of a competitive bid, it is contrary to public policy and is void. 
Note that these services are exempt from the bidding requirement, but not from proper 
approval by the governing body. Professional Services contracts exceeding the 
established bid limit require City Council approval. 
 
COOPERATIVE PURCHASING 
The Interlocal Cooperation Act (Tex. Gov’t Code Ann. § 791.001 et. seq.) allows local 
governments to contract with one another, and with an agency of the state, or a similar 
agency of another state to perform "governmental functions and services.” Purchasing, 
data processing, warehousing, equipment repair, printing, and parks and recreation 
services are included in the list of governmental functions. Note that these purchases 
are not exempt from competitive bidding, but are bid and contracted for purchases by 
agencies participating in the cooperative effort. 

 
Local governments and agencies involved must contract with one another to participate 
in these types of agreements. The City is authorized to participate in various 
cooperative purchasing programs including the State of Texas, the Houston Galveston 
Area Council, Tarrant County and BuyBoard. For more information, Departments may 
contact Finance. 
 
AUCTION PURCHASES 
Municipalities may purchase items at an auction. The only critical requirement is that an 
auctioneer licensed in the State of Texas must conduct the auction. 
 
These purchases must be coordinated through the Finance Department to ensure that 
the proper authority bids and that budget and purchasing procedures and guidelines are 
followed. 
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CITY OF LIVINGSTON FEDERAL GRANT PROCUREMENT POLICY 
 
The City follows State of Texas and Federal 2CFR 200.318-200.327 and Appendix II to 
Part 200 procurement law and guidance in the purchasing and contract management of 
goods and services. Additional policy guidance below addresses federal purchasing 
requirements as required by 2 CFR 200 pertaining to the expenditure of federal grant 
funds. 
 

Standards of Conduct 

Public employment is a public trust. It is the policy of the City to promote and balance 
the objective of protecting government integrity and the objective of facilitating the 
recruitment and retention of personnel needed by the City. Such policy is implemented 
by prescribing essential standards of ethical conduct without creating unnecessary 
obstacles to entering public service. 
 
Public employees must discharge their duties impartially to ensure fair competitive 
access to governmental procurement by responsible contractors. Moreover, they 
should conduct themselves in such a manner as to foster public confidence in the 
integrity of the City procurement organization. 
 
To achieve the purpose of this Article, it is essential that those doing business with the 
City also observe the ethical standards prescribed herein. 
 
Code of Ethics 
 

1 Personal Gain. It shall be a breach of ethics to attempt to realize personal 

gain through public employment with the City by any conduct inconsistent with 

the proper discharge of the employee's duties. 

2 Influence. It shall be a breach of ethics to attempt to influence any public 

employee of the City to breach the standards of ethical conduct set forth in this 

code. 

3 Conflicts of Interest. It shall be a breach of ethics for any employee of the 

City to participate directly or indirectly in procurement when the employee 

knows that: 

1) the employee of any member of the employee's immediate family has a 

financial interest pertaining to the procurement. 

2) a business or organization in which the employee, or any member of the 

employee's immediate family, has a financial interest pertaining to the 

procurement. 

3) any other person, business, or organization with which the employee or 

any members of the employee's immediate family is negotiating or has 

an arrangement concerning prospective employment is involved in the 

procurement. 
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4 Gratuities. It shall be a breach of ethics to offer, give, or agree to give any 

employee or former employee of the City, or for any employee or former 

employee of the City to solicit, demand, accept, or agree to accept from 

another person, a gratuity or an offer of employment in connection with any 

decision, approval, disapproval, recommendation, preparation of any 

specification or procurement standard, rendering of advice, investigation, 

auditing or in any other advisory capacity in any proceeding or application, 

requesting for ruling, determination, claim or controversy, or other particular 

matter pertaining to any program requirement or a contract or subcontract or to 

any solicitation or proposal therefore pending before this local government. 

5 Kickbacks. It shall be a breach of ethics for any payment, gratuity or offer of 

employment to be made by or on behalf of a subcontractor under a contract to 

the prime contractor or higher tier subcontractor for any contract for the City, or 

any person associated therewith, as an inducement for the award of a 

subcontract or order. 

6 Contract Clause. The prohibition against gratuities and kickbacks prescribed 

above shall be conspicuously set forth in every contract and solicitation, 

therefore. 

7 Confidential Information. It shall be a breach of ethics for any employee or 

former employee of the City knowingly to use confidential information for actual 

or anticipated personal gain, or for the actual or anticipated gain of any person. 

8 The non-Federal entity's procedures must avoid the acquisition of 

unnecessary or duplicative items. Consideration should be given to 

consolidating or breaking out procurements to obtain a more economical 

purchase. Where appropriate, an analysis will be made of lease versus 

purchase alternatives, and any other appropriate analysis to determine the 

most economical approach.  

9 The non-federal entity must award contracts only to responsible contractors 

possessing the ability to perform successfully under the terms and conditions of 

a proposed procurement. Consideration will be given to such matters as 

contractor integrity, compliance with public policy, record of past performance, 

and financial and technical resources. See also §200.214. 

10 The non-Federal entity must maintain records sufficient to detail the history 

of procurement. These records will include, but are not necessarily limited to, 

the following: Rationale for the method of procurement, selection of contract 

type, contractor selection or rejection, and basis for the contract price.  

11 (1) The Non-Federal entity may use a time-and-material type contract only 

after a determination that no other contract is suitable and if the contract 

includes a ceiling price that the contractor exceeds at its own risk. Time-and-

materials type contract means a contract whose cost to a non-Federal entity is 

the sum of: 

 

(i) The actual cost of materials; and 
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(ii) Direct labor hours charged at fixed hourly rates that reflect wages, general 

and administrative expenses, and profit. 

(2) Since this formula generates an open-ended contract price, a time-and-
materials contract provides no positive profit incentive to the contractor for cost 
control or labor efficiency. Therefore, each contract must set a ceiling price that 
the contractor exceeds at its own risk. Further, the non-Federal entity awarding 
such a contract must assert a high degree of oversight in order to obtain 
reasonable assurance that the contractor is using efficient methods and effective 
cost controls.  

12 The non-Federal entity alone must be responsible, in accordance with good 

administrative practice and sound business judgment, for the settlement of all 

contractual and administrative issues arising out of procurements. These issues 

include but are not limited to, source evaluation, protests, disputes, and claims. 

These standards do not relieve the non-Federal entity of any contractual 

responsibilities under its contracts. The Federal awarding agency will not 

substitute its judgment for that of the non-Federal entity unless the matter is 

primarily a federal concern. Violations of law will be referred to the local, state, or 

Federal authority having proper jurisdiction.  

 
Competition 

All procurement transactions for the acquisition of property or services required under a 
Federal award must be conducted in a manner providing full and open competition 
consistent with the standards of this section and §200.320. 

In order to ensure objective contractor performance and eliminate unfair competitive 
advantage, contractors that develop or draft specifications, requirements, statements of 
work, or invitations for bids or requests for proposals must be excluded from competing 
for such procurements. Some of the situations considered to be restrictive of 
competition include but are not limited to: 

(1) Placing unreasonable requirements on firms in order for them to qualify to do 
business; 

(2) Requiring unnecessary experience and excessive bonding; 

(3) Noncompetitive pricing practices between firms or between affiliated 
companies; 

(4) Noncompetitive contracts to consultants that are on retainer contracts; 

(5) Organizational conflicts of interest; 

(6) Specifying only a “brand name” product instead of allowing “an equal” 
product to be offered and describing the performance or other relevant 
requirements of the procurement; and 

(7) Any arbitrary action in the procurement process. 

The non-Federal entity must conduct procurements in a manner that prohibits the use of 
statutorily or administratively imposed state, local, or tribal geographical preferences in 
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the evaluation of bids or proposals, except in those cases where applicable Federal 
statutes expressly mandate or encourage geographic preference. Nothing in this section 
preempts state licensing laws. When contracting for architectural and engineering (A/E) 
services, geographic location may be a selection criterion provided its application leaves 
an appropriate number of qualified firms, given the nature and size of the project, to 
compete for the contract. 

The non-Federal entity must have written procedures for procurement transactions. 
These procedures must ensure that all solicitations: 

(1) Incorporate a clear and accurate description of the technical requirements for 
the material, product, or service to be procured. Such description must not, in 
competitive procurements, contain features that unduly restrict competition. The 
description may include a statement of the qualitative nature of the material, 
product or service to be procured and, when necessary, must set forth those 
minimum essential characteristics and standards to which it must conform if it is 
to satisfy its intended use. Detailed product specifications should be avoided if at 
all possible. When it is impractical or uneconomical to make a clear and 
accurate description of the technical requirements, a “brand name or equivalent” 
description may be used as a means to define the performance or other salient 
requirements of procurement. The specific features of the named brand that 
must be met by offers must be clearly stated; and 

(2) Identify all requirements that the offerors must fulfill and all other factors to be 
used in evaluating bids or proposals. 

The non-Federal entity must ensure that all prequalified lists of persons, firms, or 
products that are used in acquiring goods and services are current and include enough 
qualified sources to ensure maximum open and free competition. Also, the non-Federal 
entity must not preclude potential bidders from qualifying during the solicitation period. 

Five Methods for Procuring with Federal Funds 

2 CFR § 200.320 provides for five methods that must be used when making purchases 
with Federal funds. In some cases, these Federal methods are more restrictive than 
State requirements; in other cases, the State requirements are more restrictive than 
these Federal methods. In all cases, the City affirms the more restrictive requirements 
or methods that must be followed when making purchases with Federal funds. 
 
The type of purchase method and procedures required depend on the cost (and type, in 
some cases) of the item(s) or services being purchased. 

• Micro-purchases 

• Small purchase procedures 

• Sealed bids 

• Competitive proposals 

• Noncompetitive proposals (sole source) 
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Micro-Purchases (Purchases up to $3,000.00) 

Federal methods provide for procurement by micro-purchase. Micro-purchase is 
defined in 2 CFR § 200.320(a) as a purchase of supplies or services using 
simplified acquisition procedures, the aggregate amount of which does not exceed 
$3,000.00.  The micro-purchase method is used in order to expedite the completion 
of its lowest-dollar small purchase transactions and minimize the associated 
administrative burden and cost. 
 
The City utilizes the micro-purchases method for acquiring supplies or services that 
do not exceed an aggregate amount of $3,000.00 if the price is reasonable.  The 
program manager responsible for the Federal award determines if the price is 
reasonable. 
 
Quotes are not required but encouraged. If quotes are obtained for items under 
$3,500.00, they should be kept in the department and attached to the requisition. 

Small Purchase Procedures (Purchases between $3,000.01 and $149,999.99 in the 
Aggregate)  

The Federal threshold for small purchase procedures is $150,000. 2 CFR § 
200.320(b).  
 
Small purchase procedures (as defined in 2 CFR § 200.320[b]) may be used in 
those relatively simple and informal procurement methods for securing non-
personal contracted services, supplies, or other property that do not cost more than 
$149,999.99. 
 
For purchases funded from local funds, to obtain the most competitive price, the 
City, may, at its option, obtain price quotes for items costing less than $150,000.  
Unlike the mandatory competitive procurement described for purchases over 
$150,000, if an item to be paid from local funds costs less than $150,000, the City 
may utilize price quotations or a competitive procurement process (purchasing 
cooperatives, sole source, an existing RFP/bid or a new RFP/bid) to stimulate 
competition and to attempt to receive the most favorable pricing. 
 
However, if using State or Federal funds to purchase goods or services, price or 
rate quotations must be obtained from an adequate number of qualified sources for 
all purchases between $3,000.01 and $49,999.99 or use the competitive 
procurement process. The City must obtain more than one price or rate quote 
unless using a purchasing cooperative, existing Bid/RFP, or sole source vendor, in 
which case, the prices have already been awarded.  If purchasing from a 
purchasing cooperative or existing Bid/RFP, the departments can elect to obtain 
only one quote to purchase the goods or services although it is recommended to 
obtain more than one quote. Such price or rate quotations may be obtained orally 
and/or documented in writing, and the City must demonstrate that price or rate 
quotations were obtained from an adequate number of qualified sources. 
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Purchases $150,000 or More in the Aggregate 

According to Texas law, one of the following competitive methods must be used for 
purchases of $150,000 or more in the aggregate: 

 
(1) competitive bidding for services other than construction services; 
(2) competitive sealed proposals, for services other than construction services; 
(3) a request for proposals, for services other than construction services; 
(4) an interlocal contract; 
(5) a method provided by Chapter 2269, Government Code, for construction 

services; 
(6) the reverse auction procedure as defined by Section 2155.062(d), Government 

Code; or 
(7) the formation of a political subdivision corporation under Section 304.001, 

Local Government Code. 
 

In addition, one of the three following methods must be used, depending on the 
circumstance described below, when purchasing with Federal funds: sealed bids 
(formal advertising); competitive proposals; or noncompetitive proposals (sole 
source). 

 
Sealed Bids (Formal Advertising) 
Bids are publicly solicited and a firm fixed-price contract (lump sum or unit price) is 
awarded to the responsible bidder whose bid, conforming to all the material terms 
and conditions of the invitation for bids, is the lowest in price.  The sealed bid 
method is the preferred method for procuring construction if the following conditions 
apply: 

 

• A complete, adequate, and realistic specification or purchase description is 

available; 

• Two or more responsible bidders are willing and able to compete effectively 

for the business; and 

• The procurement lends itself to a firm fixed-price contract and the selection of 

the successful bidder can be made principally on the basis of price. 

If sealed bids are used, the following requirements apply: 
 

• Bids must be solicited from an adequate number of known suppliers, 

providing them with sufficient response time prior to the date set for opening 

the bids.  The invitation for bids must be publicly advertised. The 

advertisement will be published at minimum in a newspaper of the city’s 

choosing for 14 days. 

• The invitation for bids, which will include any specifications and pertinent 

attachments, must define the items or services in order for the bidder to 

properly respond. 
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• All bids will be opened at the time and place prescribed in the invitation for 

bids.  The bids must be opened publicly. 

• A firm-fixed-price contract award must be made in writing to the lowest 

responsive and responsible bidder. 

 
Where specified in bidding documents, factors such as discounts, transportation 
costs, and life cycle costs must be considered in determining which bid is lowest. 
Payment discounts will only be used to determine the low bid when prior experience 
indicates that such discounts are usually taken advantage of. Any or all bids may be 
rejected if there is a sound documented reason. 

 
Competitive Proposals 
A competitive proposal is normally used with more than one source submitting an 
offer, and either a fixed price or a cost-reimbursement type contract is awarded. (A 
cost reimbursement contract reimburses the contractor for actual costs incurred to 
carry out the contract.)  Competitive proposals are generally used when conditions 
are not appropriate for the use of sealed bids.  If this method is used, the following 
requirements apply: 

• Requests for proposals must be publicized and must identify all evaluation 

factors and their relative importance. Any response to publicized requests for 

proposals must be considered to the maximum extent practical. 

• The advertisement for proposals will be published at minimum in a newspaper 

of the City’s choosing for 14 days. 

• Proposals must be solicited from an adequate number of qualified sources. 

• The City will conduct a technical evaluation of all received proposals through 

a scoring committee composed of at least three members. There will be at 

least one elected official from the Council on the committee. The committee 

will assess proposals based on the evaluation criteria outlined in the 

solicitation to ensure a fair, transparent, and objective selection process. A 

recommendation based on this scoring will be prepared and submitted by the 

Committee to the City Council. The City Council is not required to choose the 

recommended respondent but will take the recommendation into 

consideration in its decision.  

• Contracts must be awarded to the responsible firm whose proposal is most 

advantageous to the program, with price and other factors considered. The 

City retains the right to make a selection based on these factors. 

• When using Federal funds, the City will use competitive request for 

qualifications-based procurement of architectural/engineering (A/E) 

professional services whereby competitors' qualifications are evaluated and 

the most qualified competitor is selected, subject to negotiation of fair and 

reasonable compensation. This method, where price is not used as a 

selection factor, can only be used in the procurement of A/E professional 
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services.  It cannot be used to purchase other types of services though A/E 

firms are a potential source to perform the proposed effort. The advertisement 

for qualifications will be published at minimum in a newspaper of the City’s 

choosing for 14 days. 

 
Noncompetitive Proposals (Sole Source Procurement) 
Procurement by noncompetitive proposals is procurement through solicitation of a 
proposal from only one source and may be used when using Federal funds only 
when one or more of the following circumstances apply: 

• The item is available only from a single source and an equivalent cannot be 

substituted.  This must be documented. 

• The public exigency or emergency for the requirement will not permit a delay 

resulting from competitive solicitation. 

• After solicitation of a number of sources, competition is determined 

inadequate. 

 
Additionally, State requirements related to sole-source purchasing are, in some 
ways, more restrictive. In addition to the Federal requirements above, sole source 
purchases must meet established criteria: 

• Identification and confirmation that competition in providing the item or 
product to be purchased is precluded by the existence of a patent, copyright, 
secret process, or monopoly; 

• A film, manuscript, or book; 

• A utility service, including electricity, gas, or water; and 

• A captive replacement part or component for equipment. 
 

According to State requirements, sole source does not apply to mainframe data-
processing equipment and peripheral attachments with a single item purchase price 
in excess of $15,000. 
 
In this case, the City must document why only this product can meet their needs 
and that it is not available from any other vendor.  In all cases, the City will obtain 
and retain documentation from the vendor that clearly delineates the reasons that 
qualify the purchase to be made on a sole source basis.   

Contracting with Historically Underutilized Businesses (HUB), Small and Minority 
Businesses, Women’s Business Enterprises, and Labor Surplus Firms 
The City will take all necessary steps to affirmatively assure HUBs, small and minority 
businesses, women’s business enterprises, and labor surplus firms are notified of 
bidding opportunities and utilized whenever possible. Affirmative steps will include the 
following:  
 

o Placing qualified small and minority businesses and women's business 

enterprises on solicitation lists.  
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o Assuring that small and minority businesses, and women's business enterprises 

are solicited whenever they are potential sources.  

o Dividing total requirements, when economically feasible, into smaller tasks or 

quantities to permit maximum participation by small and minority businesses, 

and women's business enterprises.  

o Establishing delivery schedules, where the requirement permits, which 

encourage participation by small and minority businesses, and women's 

business enterprises.  

o Using the services and assistance, as appropriate, of such organizations as the 

Small Business Administration and the Minority Business Development Agency 

of the Department of Commerce; and  

o Require the prime contractor, if subcontracts are to be let, to take the affirmative 

steps listed in parts (1)-(5) above.  

Domestic Preferences for Procurements 

As appropriate and to the extent consistent with law, the non-Federal entity should, to 
the greatest extent practicable under a federal award, provide a preference for the 
purchase, acquisition, or use of goods, products, or materials produced in the United 
States (including but not limited to iron, aluminum, steel, cement, and other 
manufactured products). The requirements of this section must be included in all 
subawards including all contracts and purchase orders for work or products under this 
award. 

“Produced in the United States” means, for iron and steel products, that all 
manufacturing processes, from the initial melting stage through the application of 
coatings, occurred in the United States. 

“Manufactured products” means items and construction materials composed in whole or 
in part of non-ferrous metals such as aluminum; plastics and polymer-based products 
such as polyvinyl chloride pipe; aggregates such as concrete; glass, including optical 
fiber; and lumber. 

Procurement of Recovered Materials 

A non-Federal entity that is a state agency or agency of a political subdivision of a state 
and its contractors must comply with section 6002 of the Solid Waste Disposal Act, as 
amended by the Resource Conservation and Recovery Act. The requirements of 
Section 6002 include procuring only items designated in guidelines of the Environmental 
Protection Agency (EPA) at 40 CFR part 247 that contain the highest percentage of 
recovered materials practicable, consistent with maintaining a satisfactory level of 
competition, where the purchase price of the item exceeds $10,000 or the value of the 
quantity acquired during the preceding fiscal year exceeded $10,000; procuring solid 
waste management services in a manner that maximizes energy and resource 
recovery; and establishing an affirmative procurement program for procurement of 
recovered materials identified in the EPA guidelines. 
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Cost/Price Analysis for Federal Procurements in Excess of $150,000 

In accordance with the requirements in 2 CFR § 200.324, the City will make 
independent estimates of the goods or services being procured before receiving bids or 
proposals to get an estimate of how much the goods and services are valued in the 
current market. 
 
To accomplish this, before bids and proposals are received, the City conducts either a 
price analysis or a cost analysis, depending on the type of contract, in connection with 
every procurement with Federal funds in excess of $150,000.  The method and degree 
of analysis is dependent on the facts surrounding the particular procurement situation; 
however, the City will come to an independent estimate prior to receiving bids or 
proposals, 2 CFR § 200.324(a).   
 
Accordingly, the City performs a cost or price analysis in connection with every Federal 
procurement action in excess of $150,000, including contract modifications, as follows: 
 

Cost Analysis ➔ Non-competitive Contracts: A cost analysis involves a review of 
proposed costs by expense category, and the Federal cost principles apply, which 
includes an analysis of whether the costs are allowable, allocable, reasonable, and 
necessary to carry out the contracted services.  In general, 

• A cost analysis must be used for all non-competitive contracts, including sole 

source contracts. 

• The Federal cost principles apply. 

• All non-competitive contracts must also be awarded and paid on a cost-

reimbursement basis, and not on a fixed-price basis. 

• In a cost-reimbursement contract, the contractor is reimbursed for reasonable 

actual costs incurred to carry out the contract. 

• Profit must be negotiated as a separate element of the price in all cases 

where there is no competition. 

 
When performing a cost analysis, the City negotiates profit as a separate element of the 
price.  To establish a fair and reasonable profit, consideration is given to the complexity of 
the work to be performed, the risk borne by the contractor, the contractor’s investment, the 
amount of subcontracting, the quality of its record of past performance, and industry profit 
rates in the surrounding geographical area for similar work, 2 CFR § 200.323(b). 

 
Price Analysis ➔ Competitive Contracts: A price analysis determines if the lump 
sum price is fair and reasonable based on the current market value for comparable 
products or services.  In general, 

• A price analysis can only be used with competitive contracts and is usually 

used with fixed-price contracts.  It cannot be used with non-competitive 

contracts. 
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• Compliance with the Federal cost principles is not required for fixed-price 

contracts, but total costs must be reasonable in comparison to the current 

market value for comparable products or services. 

• A competitive contract may be awarded on a fixed-price basis or on a cost-

reimbursement basis.  If awarded on a cost-reimbursement basis, the Federal 

cost principles apply and costs are approved by expense category and not a 

lump sum. 

 
Costs or prices based on estimated costs for contracts are allowable only to the 
extent that costs incurred, or cost estimates included in negotiated prices would be 
allowable costs under the Federal cost principles. 

Federal Awarding Agency or Pass-Through Entity Review 

The non-Federal entity must make available, upon request of the Federal awarding 
agency or pass-through entity, technical specifications on proposed procurements 
where the Federal awarding agency or pass-through entity believes such review is 
needed to ensure that the item or service specified is the one being proposed for 
acquisition. This review generally will take place prior to the time the specification is 
incorporated into a solicitation document. However, if the non-Federal entity desires to 
have the review accomplished after a solicitation has been developed, the Federal 
awarding agency or pass-through entity may still review the specifications, with such 
review usually limited to the technical aspects of the proposed purchase. 

The non-Federal entity must make available upon request, for the Federal awarding 
agency or pass-through entity pre-procurement review, procurement documents, such 
as requests for proposals, or invitations for bids, or independent cost estimates, when: 

(1) The Non-Federal entity's procurement procedures or operation fails to comply 
with the procurement standards in this part; 

(2) The procurement is expected to exceed the Simplified Acquisition Threshold 
and is to be awarded without competition or only one bid or offer is received in 
response to a solicitation; 

(3) The procurement, which is expected to exceed the Simplified Acquisition 
Threshold, specifies a “brand name” product; 

(4) The proposed contract is more than the Simplified Acquisition Threshold and is 
to be awarded to other than the apparent low bidder under a sealed bid 
procurement; or 

(5) A proposed contract modification changes the scope of a contract or increases 
the contract amount by more than the Simplified Acquisition Threshold. 

The non-Federal entity is exempt from the pre-procurement review in paragraph (b) of 
this section if the Federal awarding agency or pass-through entity determines that its 
procurement systems comply with the standards of this part. 
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The non-federal entity may request that its procurement system be reviewed by the 
Federal awarding agency or pass-through entity to determine whether its system meets 
these standards in order for its system to be certified. Generally, these reviews must 
occur where there is continuous high-dollar funding, and third-party contracts are 
awarded on a regular basis. 

The non-Federal entity may self-certify its procurement system. Such self-certification 
must not limit the Federal awarding agency's right to survey the system. Under a self-
certification procedure, the Federal awarding agency may rely on written assurances 
from the non-Federal entity that it is complying with these standards. The non-Federal 
entity must cite specific policies, procedures, regulations, or standards as being in 
compliance with these requirements and have its system available for review. 

Bonding Requirements 

For construction or facility improvement contracts or subcontracts exceeding the 
Simplified Acquisition Threshold, the Federal awarding agency or pass-through entity 
may accept the bonding policy and requirements of the non-Federal entity provided that 
the Federal awarding agency or pass-through entity has made a determination that the 
Federal interest is adequately protected. If such a determination has not been made, 
the minimum requirements must be as follows: 

(a) A bid guarantee from each bidder equivalent to five percent of the bid price. The 
“bid guarantee” must consist of a firm commitment such as a bid bond, certified 
check, or other negotiable instrument accompanying a bid as assurance that the 
bidder will, upon acceptance of the bid, execute such contractual documents as 
may be required within the time specified. 

(b) A performance bond on the part of the contractor for 100 percent of the contract 
price. A “performance bond” is one executed in connection with a contract to 
secure fulfillment of all the contractor's requirements under such contract. 

(c) A payment bond on the part of the contractor for 100 percent of the contract 
price. A “payment bond” is one executed in connection with a contract to assure 
payment as required by law of all persons supplying labor and material in the 
execution of the work provided for in the contract. 

Contract Administration 

The City maintains the following oversights to ensure that contractors perform in 
accordance with the terms, conditions, and specifications of their contracts or purchase 
orders, 2 CFR § 200.318(b). The program manager/director of the Federal award is 
responsible for monitoring contractor performance. The manager/director will compare 
the actual performance of the contract against the projected performance and have the 
contractor explain any differences. They may also compare fees paid to date to the 
contractor versus how far along the contractor is in performing the contractual duties. 
The manager/director may establish surveys of those who directly benefitted from the 
contractor’s work for feedback purposes. 
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To ensure proper administration of contracts and any subgrants that may be awarded 
by the City, the City uses the following guidelines to determine whether each agreement 
it makes for the disbursement of Federal funds is a contract, whereby funds are 
awarded to a contractor or a sub-award, whereby funds are awarded to a sub-recipient.  
The substance of the relationship is more important than the form of the written 
agreement, 2 CFR § 200.330. 
 
Subawards/Subgrants 
A sub-award/subgrant is for the purpose of carrying out a portion of a Federal award 
and creates a Federal assistance relationship with the sub-recipient.  The City 
determines who is eligible to receive what Federal assistance, and a sub-
recipient/subgrantee: 

• Has its performance measured in relation to whether the objectives of a Federal 

program are met 

• Has responsibility for programmatic decision-making 

• Is responsible for adhering to applicable Federal program requirements, and 

• In accordance with the subgrant agreement, uses the Federal funds to carry out 

a program for a public purpose specified in the authorizing statute, as opposed to 

providing goods or services for the City. 

Contracts 
A contract is for the purpose of obtaining goods or services for the City’s own use and 
creates a procurement relationship with the contractor. 
 
A Contractor 

• Provides goods and services within normal business operations 

• Provides similar goods or services to many different purchasers 

• Normally operates in a competitive environment 

• Provides goods or services that are ancillary to the operation of the Federal 
program, and 

• Is not subject to compliance requirements of the Federal program as a result of 
the contract, though similar requirements may apply for other reasons. 

Documentation for Contracts 

The City maintains the following written documentation, at a minimum, for each contract 
paid with Federal funds: 
 

1. A copy of the written, signed contract/agreement for services to be performed  
2. The rationale or procedure for selecting a particular contractor  
3. Evidence the contract was made only to a contractor or consultant possessing 

the ability to perform successfully under the terms and conditions of the contract 
or procurement  
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4. Records on the services performed – date of service, purpose of service – 
ensuring that services are consistent and satisfactorily performed as described in 
the signed contract or purchase order 

5. Documentation that the contractor was not paid before services were performed, 
and  

6. Records of all payments made (such as a spreadsheet or report generated from 
the general ledger), including the total amount paid to the contractor  

Payment Only After Services Are Performed 

For both State and Federally funded contracts, it is not permissible under Texas law to 
pay a contractor or consultant in advance of performing services.  Advance payment to 
contractors is considered “lending credit” to the contractor and is prohibited under the 
Texas Constitution, Article 3, §§ 50 and 52.  For ongoing services that occur monthly, 
payment can be made at the end of every month (based on a proper invoice submitted 
by the contractor and verification of work performed) for services performed during the 
month, or some other similar arrangement. 
 

Consultants and contractors will not be paid without having a properly signed and dated 

contract or other written agreement in place that clearly defines the scope of work to be 

performed, the beginning and ending dates of the contract, and the agreed-upon price. 

The contract should also include a description of the payment procedures. 

 

Upon performance of services (at contract milestones or upon completion of services), 

the contractor is required to submit an invoice to the City that contains at a minimum the 

following: 

• a clear identification of the contractor/consultant, including name and mailing 
address 

• a corresponding contract (or written agreement) number, if applicable 

• the dates (beginning and ending date) during which the services were performed 
(i.e., billing period) 

• a description of the services/activities completed during the billing period 

• the total amount due to the contractor for the billing period 
 
By submitting a properly prepared invoice, the contractor is certifying that it is true and 
correct. 

Verification of Receipt of Goods and Services Provided by Contractors 

If the purpose of the contract or purchase order is to deliver goods, the City will 
designate the appropriate staff or consultant to verify that the quantity and quality of 
goods are as specified in the contract/purchase order.  The receiving report and 
procedures used in all other State/local purchases will be used for all Federal 
purchases.  
 
If the purpose of the contract is to purchase services, the contract manager along with 
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the City Mayor will verify that the quality and scope of services were received as 

specified in the contract.  

Avoiding the Purchase of Unnecessary or Non-duplicative Items 

The City will ensure that all procurements are necessary and do not include duplicative 
items. Prior to issuing a solicitation, the City Manager or designated staff will review 
procurement documents to confirm compliance with this requirement. 

To promote cost efficiency, the City will evaluate opportunities to consolidate or break 
out procurements to achieve the most economical purchase. Where appropriate, an 
analysis will be conducted to compare lease versus purchase options and other relevant 
alternatives to determine the most cost-effective approach. 

Prompt Payment to Vendors/Contractors 

The City pays all vendors/contractors within thirty (30) days of receipt of a proper 

invoice and the receipt of the goods or services in accordance with the Texas Prompt 

Payment Act.  Government Code, Chapter 2251, Subchapter A, for all contractors, and 

Property Code, Chapter 28 for Construction Contractors.  

Suspension and Debarment 
The City will ensure, prior to award, that all contractors have met all the eligibility 
requirements outlined in state and Federal law. The following steps will be taken to 
ensure contractor eligibility for all services procured. 

o Contractors: All contractors, including professional consulting and engineering 

firms, must be cleared and registered via a search of the Federal System of 

Award Management (‘SAM’) to ensure the contractor is in good standing and 

has not been debarred.  

The SAM portal can be found here:  

          https://sam.gov/SAM/pages/public/searchRecords/search.jsf. 

 

o Subcontractors: Subrecipients must notify the selected prime contractors that it is 

the sole responsibility of the prime contractor to verify subcontractor eligibility 

based on factors such as past performance, proof of liability insurance, 

possession of a federal tax number, debarment, and state licensing 

requirements. 

 

 
 

https://sam.gov/SAM/pages/public/searchRecords/search.jsf
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