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LESSON 1 
INTRODUCTION TO  
PUBLIC PURCHASING 

 
 
INTRODUCTION  
 
Many often ask why a government needs a purchasing function to exist separately from 
other governmental functions. Certainly the user departments have the knowledge and 
technical expertise to buy what they need when they need it without having to go through 
a lengthy process. Understanding why departments become frustrated is easy when they 
have pressures from the public and elected officials to get the job done, yet they have to 
delay a purchase because a separate office has the responsibility for buying. 
 
Actually, numerous good reasons for a government 
to have a sound purchasing system in place exists. 
The first is to ensure that the government buys 
competitively, meaning that vendors and contractors 
have an equal opportunity to compete for a share of 
the government’s requirements. Competition has the 
ability to yield a lower price, better quality, or a 
combination called "best value." The laws, 
regulations, and procedures that govern the process 
exist to prevent corruption. The entire procurement 
process must be open, or public, to ensure integrity. 
A sound purchasing system is also a good 
mechanism to prevent abuse and waste in 
government spending. The most important reason is 
to obtain the best value for each tax dollar spent, the 
most “bang for the buck.”  A sound and fair 
purchasing operation is best achieved by locating the 
purchasing function in one location or with one 
person. 
 
So why not let the operational experts buy their own things? Well, to be succinct, they are 
not experts in purchasing. Just as you wouldn't want a purchasing professional to build 
the overpass that you drive across every day, you wouldn't want the bridge engineer 
spending your hard earned tax dollars either. Each profession has its own focus and 
skillset. And, make no mistake about it, purchasing is a profession that requires study, 
knowledge, practice, and experience. 

 
 
 

 

Real World Example 
 

E-Procurement 
Could Save 

Oregon More 
than $1B, Audit 

Finds 
 

January 2019 
By: Adam Stone 

 

“… an audit shows that a statewide 
system could have saved more than $1 
billion over the last two years, enough 
to close the 2019-21 budget gap.” 
 

Click 
https://www.govtech.com/budget-

finance/E-Procurement-Could-Save-
Oregon-More-than-1B-Audit-

Finds.html for Article 
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Just as many professions have accreditation and certification options, so, too, does 
purchasing and supply management professionals. In the public sector, the National 
Institute of Governmental Purchasing (https://www.nigp.org/) is recognized for their 
certification programs. 
 
 
OBJECTIVES 
 
Upon completing this lesson, the participant should be able to: 
 

 Identify the reasons for a government to have a sound purchasing system 
  

 Recall the functions and goals of purchasing 
 

 Define the characteristics of a quality purchasing staff  
 

 
PURCHASING RESPONSIBILITIES 
 
The responsibilities of the purchasing function can be many and varied. It is generally 
accepted that the actual term “purchasing” encompasses buying for the organization. This 
responsibility is identified as “procurement” and includes acquiring materials, equipment, 
supplies, and services. Larger governments may have a “materials management” 
department that has responsibility for movement of materials through the organization 
including receiving inventory, warehousing, testing, surplus property, risk management, 
and the buying function. Smaller jurisdictions may have several responsibilities 
combined with the purchasing function. Having accounts payable, budget, and 
administrative tasks handled in addition to purchasing is not unusual. In Georgia, it is not 
uncommon for the clerk of council to have responsibility for purchasing as well as 
recording and maintaining minutes for the elected officials. The scope and breadth of the 
purchasing function varies with the size of the organization and may include: 
 

 Materials Management - Is the movement of materials through an organization 
including receiving inventory, warehousing, testing, surplus property, risk 
management, and the buying function. 

 Supply Chain Management - Refers to the management of a network of 
interconnected businesses involved in the ultimate provision of product and 
service required by the organization. 

 Commodity Management - A functional procurement responsibility for one or 
more specific goods and/or services. 

 Supplier Management -Is the conducting or supervising of an organization's 
suppliers of goods and services. 

 Contract Administration - The performance or management of an organization's 
contracts. 
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FUNCTIONS AND GOALS 
 
According to the National Institute of Governmental Purchasing, the role of purchasing 
within the organization is to perform staff, service, and line functions. 
 

1. Staff function: A role of purchasing that includes researching current market 
trends, advising user departments of new products, and planning and scheduling 
purchases to obtain the best buy. 

 
2. Service function: A role of purchasing that performs the buying for the 

organization which allows the user departments to provide services to the 
taxpayers. 

 
3. Line function: A role of purchasing that strives to achieve the most savings for 

the government. 
 

 
 
 
The goal of purchasing is to maximize savings by obtaining the best value for each tax 
dollar spent. This is accomplished by providing efficiency, effectiveness, and economy 
within the organization. Efficiency is measured in terms of how well the purchase is 
obtained in terms of time and staff energy spent. Effectiveness is obtaining the product or 
service at the required quality level. The cost savings is measured in terms of economy. 
 
 
QUALITY PURCHASING STAFF 
 
Over the last few decades, purchasing has evolved into a profession. With roots in 
administration, organizations have realized the need for competent and trained 
professionals to handle the procurement of goods and services. Purchasing professionals 
today undergo extensive training, and the number of certified professionals in both the 
private and public sector is increasing. In fact, certification is often a requirement for 
purchasing management positions within most organizations as illustrated in The Town 
of Hillsborough, NC (https://www.hillsboroughnc.gov) recent job posting for a 
Purchasing Manager: 
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Individuals who choose to enter the purchasing profession need to have unique 
characteristics, as the responsibilities can be demanding and stressful. Some of the more 
important characteristics for success include: 
 

 Honesty 
 

 Integrity 
 

 Ability to Multi-Task 
 

 Attention to Detail 
 

 Assertiveness 
 

 Sense of Responsibility 
 

 
 

Employment Opportunity 
Purchasing Manager 

 
Position Qualifications 
 
Education and Experience: 
 

 Requires a bachelor’s degree in accounting, business administration, or 
public administration and three years of related experience; or any 
equivalent combination of training and experience, which provides the 
required knowledge, skills, and abilities.  

 
Licensure, Certification or Specialized Training: 
 

 Achievement of the Certified Local Government Purchasing Officer 
credential is required within 24 months of employment (obtained via the 
UNC School of Government). 

 One or more certification from the following organizations is preferred: 
Carolinas Association of Governmental Purchasing, National Institute of 
Governmental Purchasing, and the National Purchasing Institute 
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The Universal Public Procurement Certification Council (UPPCC) is an independent 
entity formed to govern and administer the Certified Public Procurement Officer (CPPO) 
and Certified Professional Public Buyer (CPPB) certification programs.  These two 
certifications are ideal for those practicing in the public sector.  To learn more, visit 
https://www.uppcc.org/Certification .1 
 
The Institute of Supply Management (ISM) is seen at the forefront of private sector 
credentialing, and the National Institute of Governmental Purchasing (NIGP) is generally 
recognized as the leader in public sector certification. 
 
 
PURCHASING RESPONSIBILITIES IN GOVERNMENT 
 
The purchasing function may be located in different areas of the organization including 
the office of the city clerk, the finance department, administrative services or, in larger 
governmental entities, may exist as a separate department. The location does not matter, 
what is important is that policies and procedures are established that protect the 
jurisdiction and are followed during the buying process. A sound system and a strong 
customer service belief that it is purchasing’s responsibility to obtain what the user 
departments need to provide services to the citizens will ensure a successful purchasing 
operation. 
 
The following lessons discuss the purchasing process and the achievement of a successful 
purchasing operation in local government. 
 
 

                                                 
1 The Certification Process, Uniform Public Procurement Certification Council, accessed March 15, 2021 
https://www.uppcc.org/certification .  
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LESSON 1 SUMMARY 
 

1. Important reasons governments should have a sound purchasing system include 
obtaining the best value for the tax dollar, preventing waste and abuse, and 
ensuring fair competition. 

 
2. A “materials management” department has responsibility for movement of 

materials through the organization including receiving inventory, warehousing, 
testing, surplus property, risk management, and the buying function. 

 
3. As a service function, purchasing relieves the rest of the organization from 

buying, which means user departments can provide better services to the citizens. 
 

4. As a staff function, purchasing researches current market trends, advises user 
departments of new products, then plans and schedules purchases to obtain the 
best buy. 

 
5. As a line function, purchasing achieves savings for the government. 

 
6. Honesty, integrity, and the ability to handle multiple tasks are important 

characteristics for a purchasing official to possess. 
 

7. The goals of purchasing are efficiency, effectiveness, and economy. 
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LESSON 1 EXERCISE 
 
You are on the hiring committee for the position of Purchasing 
Director for a local government. Recently, Nancy applied for this 
position. Your job is to review Nancy’s qualifications and 
determine if she would be a good fit as Purchasing Director. Roles 
and responsibilities of this position include supervision of the 
Purchasing department, and includes frequent interaction with 
vendors, citizens and other departments within the local 
government. 
 
Nancy’s qualifications are that she is able to juggle many 
responsibilities at once during team projects. Her supervisors have 
commented that she is very attentive and can catch many details in 
a project that many others tend to miss. They also commented that 
she arrives on time and is always able to complete her projects 
according to the deadlines. 
 
 
Which three of these qualities describe Nancy?  
 
Integrity 
Assertiveness 
Sense of Responsibility 
Ability to Multi-Task 
Honesty 
Attention to Detail 
 
What qualifications does Nancy have that would help with 
managing the Purchasing team?  
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Based on what is not mentioned, what shortcomings may Nancy have that may cause 
issues in the Purchasing department?  
 
 
 
 
 
 
 
 
 
 
 
What questions would you ask Nancy for this position in order to determine if she is 
qualified? 
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LESSON 2 
PURCHASING ORGANIZATION 
 
 
 
INTRODUCTION 
 
Every government is different, yet they have many similarities. This holds true for the 
purchasing organization in your agency. Whether large or small, governments must 
follow laws, regulations, policies, and procedures. In this lesson, we will study these legal 
aspects and we will look at the structure of the purchasing organization. By lesson's end, 
you will come to better understand your own. 
 
 
OBJECTIVES 
 
Upon completing this lesson, the participant should be able to: 
 

 Identify the advantages of centralized vs. decentralized purchasing systems 
 

 Recall the importance of authority and responsibility in the purchasing function 
 

 Identify the laws, rules, and regulations when purchasing with state and federal 
funds 
 

 Recall the components of local ordinances and regulations 
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CENTRALIZED VS. DECENTRALIZED 
 
Having either a centralized or a decentralized purchasing function is a conscious choice. 
It is one that will be established either by code of ordinance or by policy, and is usually 
determined by the government's size and budget. The 
larger jurisdictions tend to have centralized purchasing 
systems while the smaller entities have either 
decentralized systems entirely or one person who 
handles purchasing in addition to other responsibilities. 
A centralized purchasing system is single business unit 
responsible for the purchasing functions on behalf of 
the whole organization. A decentralized purchasing 
system is when the responsibility for the purchasing 
function is assigned to departments or specific 
individuals within the whole organization. For 
instance, the city or county clerk may handle the tasks 
associated with the council or commission as well as 
the purchasing responsibility. Additionally, one person 
may be designated in the public works or the police 
department to handle purchasing, paying invoices, as 
well as preparing and administering the annual budget. 
 
 
The chart below lists some of the advantages of a centralized purchasing function as 
compared to a decentralized purchasing function. 
  

 
 

Real World Example 
 
Local  
Governments  
Look For Ways  
to Save Money 
 
January 2009 
By: Dan Gunderson 
 

“In west central Minnesota, a group of 
nearly three dozen cities and counties 
cooperate to save money on supplies 
and employee training.” 
 

Visit 
https://www.mprnews.org/story/2009/

01/21/buyingcoops  

 
Photo by MPR 
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Over the last couple of decades, the trend has been for governments to implement a 
combination centralized and decentralized system. Maybe this is due in part to growth in 
governments as a response to an increase in the populations served. But there is more to it 
than just socioeconomic growth. A combined system has proven to be efficient, effective, 
and economical. 
 
In a combination purchasing system, larger dollars are handled by the centralized 
purchasing department, which allows planning, scheduling, and the combining of 
purchases. This results in maximized cost savings. The smaller dollar purchases are 
handled by the user departments, which enable them to get their needed items more 
quickly with fewer interruptions to their operations.  
 
For example:  
 

 Purchases where cost is $1,000 and greater are handled by the purchasing 
department 

 
 Purchases where cost is less than $1,000 are delegated to the user department as 

long as the item is not on an annual contract 
 
It is generally recognized that purchasing staff spends 10% of its time on the higher 
dollar purchases and 90% of its time on the smaller dollar purchases. The combination 
centralized and decentralized system allows the purchasing official to spend time 
researching alternate products and making better buys for the higher dollar requirements. 
 
Having a combined centralized/decentralized, or even just centralized, purchasing 
function is not always feasible or cost effective for a government.  Smaller jurisdictions 
do not have the volume of purchases to justify a centralized system. Still, the 
responsibility should reside with one person, whether within the individual user 
departments or with someone who has other responsibilities in addition to purchasing. 
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AUTHORITY AND RESPONSIBILITY 
 
In order to be effective, the purchasing office must have both authority and responsibility. 
One cannot successfully carry out any required responsibility without authority. 
Authority is delegated by the governing body, which is usually the elected council, 
commission or school board. 
For example, Peoria County, 
Illinois, has delegated its 
purchasing authority to the 
user department for purchases 
less than $20,000 (see insert 
to the right). 
 
A purchasing office or 
individual is only as strong as 
the support it receives from its 
governing body and chief 
appointed official. 
Responsibility without 
authority simply doesn't work. 
If a governing body believes 
that user departments should 
have the responsibility for meeting 
their own purchasing needs, then a decentralized system is usually enacted. If a 
governing body demands accountability and supports spending at the lowest cost possible 
while meeting operational needs, then a centralized purchasing system usually results. 
The policies that result must be well thought out in both plan and implementation. 
 
 
DEVELOPING AND IMPLEMENTING A CENTRALIZED SYSTEM 
 
Developing and implementing a centralized purchasing system requires developing a plan 
and writing policies and procedures. Support from elected and appointed officials is 
critical in order for the system to succeed. 
 
When a government embarks on creating a "new" centralized system, the purchasing 
official must not only "sell" the concept but must also deliver on the promises of cost 
savings, efficiencies, and improvements. Cost savings can be achieved in a number of 
ways.  

 

 
 https://www.peoriacounty.org/280/Purchasing-

Division   
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One such example is the implementation of a 
purchasing card (P-Card) program in order to 
reduce the administrative costs of purchases. The 
estimated costs of issuing a purchase order ranges 
from $125-$225 as compared to the estimated cost 
of a P-Card transaction from $25-$50. However, 
prior to implementing a P-Card program, it is 
recommended that the local government adopt a 
policy that governs the appropriate use of the P-
Card as well as establish strong internal controls 
surrounding P-Card purchases.   
 
Other ways to save is leveraging of like purchases, 
knowing where you spend your money (spend 
analysis), and negotiations through the competitive 
process. 
 
The fact that jurisdictions spend a significant amount of its annual operating budget on 
goods and services is an excellent selling point that can substantiate the importance of a 
centralized process. Another key point is that a sound purchasing system insulates the 
government from possible criticism of how it buys and what it buys. 
 
 
PURCHASING POLICIES, RULES, AND REGULATIONS 
 
Purchasing authority is established by policy, validated by procedures 
and governed by rules and regulations. Local governments must 
follow the state laws which specifically deal with procurement in 
addition to the laws which have been adopted at the local level. 
However, purchasing is required to follow federal guidelines when the procurement has 
been funded by federal grant funds. 
 
 
STATE LAW 
 
There are specific state purchasing laws. Given the many laws that exist in the state and 
the direct requirements and implications on local government purchasing, it is imperative 
that purchasing practitioners be very well versed in legal regulations and mandated 
processes. This is not only "best practice," but it is also wise. 
 
 
 
 
 
 
 

Real World Example 
 

City of Detroit rolls out new money-
saving fleet vehicle purchasing plan 

 
February 2018 
By: Kurt Nagl 

 

“The city of Detroit is rolling out a 
new fleet vehicle purchasing strategy it 
says could secure a one-time savings of 
about $20 million, plus an additional 
$800,000 every year.” 

Visit 
https://www.crainsdetroit.com/article/2018
0218/news/653221/city-of-detroit-rolls-out-

new-money-saving-fleet-vehicle-
purchasing for Article 
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For example, Georgia has a number of State laws applicable to procurement, including 
the following: 
 
 
Official Code 
 of Georgia Annotated  

 

36-80-27 
 

If a bid or proposal opportunity is extended by a county, municipal 
corporation, or local board of education for goods, services, or 
both, valued at $100,000.00 or more, such bid or proposal 
opportunity shall be advertised by such respective local 
governmental entity in the Georgia Procurement Registry, as 
established in subsection (b) of Code Section 50-5-69, at no cost to 
the local governmental entity. 

36-84-1 b)  Local governments, when contracting for or purchasing 
supplies, materials, equipment, or agricultural products, excluding 
beverages for immediate consumption, shall give preference as far 
as may be reasonable and practicable to such supplies, materials, 
equipment, and agricultural products as may be manufactured or 
produced in this state. Such preference shall not sacrifice quality. 

36-91-50 a)  Bid bonds shall be required for all public works construction 
contracts subject to the requirements of this article with estimated 
bids or proposals over $100,000.00; provided, however, that a 
governmental entity may require a bid bond for projects with 
estimated bids or proposals of $100,000.00 or less. 

36-91-70 Performance bonds shall be required for all public works 
construction contracts subject to the requirements of this chapter 
with an estimated contract amount greater than $100,000.00; 
provided, however, that a governmental entity may require a 
performance bond for public works construction contracts that are 
estimated at $100,000.00 or less. No public works construction 
contract requiring a performance bond shall be valid for any 
purpose unless the contractor shall give such performance bond. 
The performance bond shall be in the amount of at least the total 
amount payable by the terms of the contract and shall be increased 
as the contract amount is increased. 

36-91-90 Payment bonds shall be required for all public works construction 
contracts subject to the requirements of this chapter with an 
estimated contract amount greater than $100,000.00; provided, 
however, that a governmental entity may require a payment bond 
for public works construction contracts that are estimated at 
$100,000.00 or less. 

 
Additional laws such as open records requirements (O.C.G.A 50-18-70 thru 50-18-77) 
and property disposal (O.C.G.A. 17-5-54, 36-9-2, 36-9-3, and 36-37-6) are also important 
to review. 
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Local Ordinances and Regulations 
 
The purchasing authority and responsibility for local entities are established by ordinance 
or regulations, which become policy. This policy establishes the purchasing function, 
location, and responsibilities; reporting structure; dollar limits or thresholds that are 
required for competitive bidding and informal purchases; disposal of property; public 
advertising requirements; open records and the formal bid process. Other areas may be 
included as well. 
 
The importance of a local ordinance or set of regulations is to establish and delegate the 
authority and responsibility for purchasing within the organization. The policy is the 
basis for procedures that tell the purchasing officials, user departments, and vendors what 
they can and cannot do and how they go about the procurement process in order to get 
things accomplished. 
 
The policy should address the following areas: 
 

1. Exemptions – common purchases exempted in the policy includes utilities, dues, 
fees subscriptions, legal services, advertisements, works of art, copyrighted 
materials, items for resale, and training. 

2. Ethics – the jurisdiction’s commitment to obtain the best value for goods and 
services without influences including gifts, special favors, or other unethical 
conduct.   

3. Other policies – reference applicable expenditure policy and requirement that 
expenditures are budgeted. 

4. Authority – establish the department or division with authority to purchase goods 
and services. 

5. Procedures – define the department/individual with authority to establish 
procedures. 

6. Purchasing thresholds – dollar amounts above which a purchase requires a certain 
method of procurement.  For instance, sealed bids are required for purchases over 
$10,000. 

7. Process – steps required to ensure competitiveness for each purchasing threshold.   

8. Sole purchase – define the circumstances under which a product or service may 
be obtained without competitive process. 

9. Emergency purchase – define the circumstances that qualify for an emergency 
purchase. 

10. Purchasing card purchases – establish the department/individual authorized to use 
purchasing cards, appropriate dollar thresholds and acceptable use of the cards.  

 
Unlike policies, procedures should be very specific and detailed. For example, procedures 
for user departments should state how a requisition should be submitted and what 
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information should be included; how bids are publicly advertised, received and opened, 
evaluated and awarded; and how informal purchases are determined and procured. 
Informational material provided to vendors, “How to do Business with the Government,” 
should include requirements related to the submission of bids, becoming an eligible 
bidder and other local government requirements. Purchasing should also have an internal 
set of procedures describing all processes. 
 
An illustration of a purchasing policy for the City of Roswell can be found at: 
https://www.roswellgov.com/government/departments/finance/purchasing   
 
PROCUREMENT WITH FEDERAL FUNDS 
 
When purchasing with federal funds, state and local governments are required to follow 
the federal regulations. Particular guidance for federal expenditures in accordance with 
the Code of Federal Regulations, Title 2 Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards.  
(https://www.ecfr.gov) 
 
In addition, for federally funded acquisitions over $35,000, any supplier debarred or 
suspended by the federal government is not permitted to do business with the federal 
government, under government contracts or subcontracts (due to a finding of fraud, 
illegality, or other reason) unless an exception is granted in writing by a government 
contracting officer. Procurement specialists are responsible for verifying that potential 
suppliers are not on the government's list of debarred contractors located at the following  
website (https://www.dol.gov/ofccp/regs/compliance/preaward/debarlst.htm) and   
documenting their efforts in accordance with federal regulations. 
 
Finally, the Davis-Bacon Act of 1931 is a United States federal law which established the 
requirement for paying prevailing wages on public works projects. All federal 
government construction contracts, and most contracts for federally assisted construction 
over $2,000, must include provisions for paying workers on-site no less than the locally 
prevailing wages and benefits paid on similar projects. For additional details, visit 
http://www.dol.gov/whd/govcontracts/dbra.htm 
 
 
RELATIONSHIPS WITH USER DEPARTMENTS 
 
After the concept of a centralized purchasing system has been accepted by the elected and 
appointed officials, federal and state laws and regulations have been identified, and an 
organizational plan has been developed, consensus should be gained from the user 
departments. This may prove to be the most difficult step, as it is not easy for the user 
who has been in the habit of buying on an as needed basis to relinquish this authority. 
Purchasing must provide value as a support function by relieving departments from 
having to buy. The result is the ability for police, fire, water, and transportation 
departments to devote more time to their core tasks which directly affect the public. 
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In order to be an effective service function, purchasing staff must understand the roles of 
all departments and the demands which are placed on them by citizens and elected 
officials. The actions of elected officials are influenced by their constituents who 
originally put them in office. For example, if a citizen’s property is destroyed during the 
repair of a water main break and the water department is perceived to be slow in 
responding to restoring the property, the citizen may call his or her council or 
commission representative who, in turn calls the department director. The purchasing 
official who can provide what the department needs quickly demonstrates the value of a 
centralized system and the desire to build relationships. 
 
 
OFFICIAL APPROVAL OF POLICY 
 
The policy that establishes a centralized purchasing system must be adopted by the 
governing body. Approval of the ordinance or regulations establishes authority, delegates 
responsibility and allows the purchasing official to write detailed procedures which 
reinforce the policy. 
 
Purchasing officials in Georgia and as may be the case in other states should be cognizant 
that certain elected officials, such as the sheriff, tax commissioner and judges may be 
exempt from purchasing policies and procedures. Their offices are established by state 
law, and it is not unusual for them to function totally independent of local regulations. 
Conflicts may occur between the council or commission and these elected officials 
because budgets are funded through appropriations by the policy makers. This provides 
an opportunity for the procurement official to demonstrate the advantages of delegating 
the buying responsibility to purchasing staff to achieve savings and protect officials from 
criticism. 
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LESSON 2 SUMMARY 
 

1. The determining factors for totally centralizing or decentralizing the purchasing 
function are usually the government’s size and budget. 

 
2. Advantages of a centralized purchasing system include greater savings through 

volume buying, reduced administrative costs, and standardization of purchases. 
 
3. An advantage of the decentralized purchasing system is that the user department 

knows exactly what is needed. 
 

4. A combined centralized/decentralized purchasing system allows the larger dollar 
purchases to be handled by the purchasing office to achieve savings and the 
smaller dollar purchases to be handled by user departments to get the job done 
quickly.  This results in the most efficient and economic purchasing system. 

 
5. In order to be effective, purchasing must have both authority and responsibility.  

Purchasing authority is established by policy, validated by procedures and 
governed by rules and regulations.  

 
6. Procurement with federal grant funds must follow the Code of Federal 

Regulations, Title 2 Part 200 Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards.  
 

7.  Having the support from elected/appointed officials and gaining consensus from 
the user departments are essential steps in implementing a successful centralized 
purchasing system. 

 
8. The purchasing authority and responsibility for local jurisdictions is established 

by ordinance or regulations. 
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LESSON 2 EXERCISE 
 
 
1. Which of the following words best describes Government A and Government B? 
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2. Which of the following words best describes the organization? 
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3. Using the City of Roswell purchasing policy, answer the following questions? 
 

 
a.  What are the primary purposes of the purchasing policy? 

 

 

 
b. Identify activities considered a violation of the City’s Code of Ethics. 

  

 

 

c. How are purchases less than $2,500 handled?  

 

 

d. For goods and services above ____________, the purchasing agent will use a formal 

procurement process. 

 

 

e. How are special emergency purchases defined and handled?   

 

 
 

f. What is the purchasing authority for the user department? 

 

 

g. How many quotes must be obtained for goods and services between $2,500 and 

$25,000?  

 

 

h. Who is responsible for establishing overall policies and procedures to ensure the 

integrity of the Purchasing Program throughout the City?   

 

 

i. When is the use of a request for qualification (RFQ) acceptable?   
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LESSON 3 
 
THE PURCHASING PROCESS: 
REQUEST FOR SUPPLIES, 
EQUIPMENT, AND SERVICES 

 
 
INTRODUCTION  
 
There are universal dynamics that every purchasing office shares with other purchasing 
offices. These include many of the same steps in the process, the need for soundly written 
specifications, some form of requisitions and purchase orders, delivery, and receipt. 
Whether procuring a good or a service, your purchasing process is very similar to the one 
at another agency across the United States. 
 
 
OBJECTIVES 
 
Upon completing this lesson, the participant should be able to: 
 

 Recall the steps of the purchasing process 
 

 Identify the importance of writing specifications 
 

 Define the process of issuing the requisition and purchase order 
 

 Recall important aspects of delivery and receipt of goods 
 

 Identify the importance of identifying capital assets as part of the purchasing 
process 

 
 
STEPS IN THE PURCHASING PROCESS 
 
The public sector purchasing process has a distinguishable cycle from the time a user 
department determines that a need exists for supplies, equipment, or services until the 
supplies are consumed or a repair is completed, equipment is deemed surplus or a service 
is performed. Often referred to as the purchasing cycle, steps in the process are as 
follows: 
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Step 1:   Determining Need 
 
The user department is usually the originator of a request based upon a determined 
requirement. The requirement may be an expense essential to the operation of the 
department, such as guns and ammunition for the police and sheriff departments, asphalt 
for the transportation department, or meters for the water department. Operating 
requirements are funded from their operating budget. Departments also have high cost 
items, like vehicles, copiers, computer systems, construction equipment, etc. These are 
typically defined as "capital assets" and are usually funded from their capital budget. 
Capital projects, also funded through a capital budget, include long-term construction 
projects such as buildings, roads, and water and sewer infrastructure. 
 
Step 2:  Availability of Funds 
 
Most governments have some sort of automated 
financial system that can perform a budget check, but 
not all. Whether manual or automated, the availability 
of funds is another important step in the purchasing 
cycle. The government should decide at what point 
the purchase will be approved if insufficient funds are 
available. Some governments require the department 
to submit a budget transfer request prior to approval 
of the purchase. 
 
 
Step 3:  Writing Specifications 
 
Once the need is identified, the user department 
determines and writes specifications.  In larger 
organizations, however the purchasing office may 
have all or part of this responsibility. If purchasing 
staff is involved in developing specifications, the 
needs of the user department should be the primary 
concern. Specifications should never be issued 
without the user department’s involvement and 
approval. 
 
The specifications should describe what is required to 
perform the job or service. Specifications should not 
be too specific to restrict the purchase to one 
manufacturer but should be open, to allow 
competitive bidding. At the same time, specifications 
should not be so broad that they allow vendors to 
submit bids on products that will not properly 
perform. Specifications should be written at the 
proper quality level so that products or equipment which does not meet specifications 
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can be rejected. Close attention is given to the use of the word “shall” or “will” and 
“should” or “may.” Shall or will imply a requirement, while should or may could indicate 
something optional. 
 
If a product must be identified by one manufacturer, the words “or approved equivalent” 
should be included. This allows for vendors to submit alternates to the products specified. 
Equivalent, however, should not provide an opportunity for a vendor to substitute a lower 
quality product. Departments and purchasing staff should carefully evaluate alternates to 
determine that they meet the specifications and reject those products or equipment which 
do not meet the requirements. In the final analysis, the vendor has the responsibility to 
prove that the product or equipment is truly an equivalent to what has been specified. 
 
 
Step 4:  The Requisition 
 
Requests for supplies, equipment or services are submitted to the purchasing office on a 
requisition. Requisitions can take the shape of a paper form or an automated "shopping 
cart" through a procurement module. Regardless of its form, a requisition should include 
the following information: 
 

 Date of request 
 

 Date needed 
 

 Budget, or coding information 
 

 Certification of funds availability or budget approval 
 

 Description 
 

 Suggested vendors 
 

 Quantity 
 

 Estimated cost 
 

 Delivery location 
 
If a requisition is incomplete, then clarity should be obtained from the requesting 
department. Remember that purchasing exists to procure the need of the department, and 
clarity of that need is vital for a successful process. 
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Step 5:  Method of Purchase and Solicitations 
 
Purchasing has the responsibility to determine the method of purchase, depending upon 
the following: 
 

 Dollar amount that determines whether purchase requires formal or informal 
method 
 

 Whether the request is a product, equipment, or service 
 

 The requirements of the user department 
 
Determining the appropriate method of purchase and the solicitation process are 
discussed in later chapters. Thresholds tend to be dependent upon the size of the 
organization. For example, Los Angeles County in California, a larger county requires 
formal procurements for goods and services over $100,000. On the other hand, King 
County, Texas, a smaller county has an established threshold of just $25,000 for formal 
procurements. The size of the government, its budget, and its services all help shape the 
policies of the entity. 
 
Step 6:  Evaluation and Award 
 
Once bids are opened, the user department (or in larger organizations, the purchasing 
staff) usually evaluates the bids and makes a recommendation for award. The evaluation 
process must follow both the normal steps found in the purchasing procedures for the 
government entity and the evaluation process enumerated in the solicitation itself.  
Upon completion of the evaluation process, the department will typically forward an 
award recommendation to the purchasing office. Typically speaking, the recommendation 
is usually in the form of a business letter or memo, signed by the department head, and 
defines the reasons for why the department is making a specific supplier 
recommendation. Whenever a "low bidder" is deemed to be either non-responsive and/or 
non-responsible, the next "low bidder" will be recommended, assuming that they 
are responsive and responsible. 
 
In cities, counties, and boards of education, the governing body has final approval for 
award where competitive sealed bids have been solicited, based upon a dollar amount in 
the regulation or ordinance that requires their approval. Authority to award for smaller 
dollar items is usually delegated to the purchasing office. 
 

Closer Look 
 

"Responsive" simply speaks to a bidder doing as has been requested. If a bidder 
has to provide three references, did the bidder do so? If the bidder has to submit a 
notarized affidavit of some sort, did the bidder do so? 
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"Responsible" means that the bidder is able to accomplish the task(s) being 
requested. If a bidder says that they can provide green widgets, can they? If the 
request is to build a bridge, has the bidder adequately done so before? After all, 
citizens wouldn't want to use that bridge if it weren't constructed by a competent, 
experienced, and "responsible" builder. 

 
 
 
Step 7:  Preparation of Purchase Order or Contract 
 
A purchase order (PO) is an award contract which is distributed to the vendor, the user 
department, and the accounts payable office, depending on organizational 
responsibilities. One copy is maintained in purchasing files, or recorded in the system if 
automated. A PO is a contract, or a binding agreement between two parties where one has 
agreed to furnish something and the other has agreed to compensate for a product, 
equipment, or service. 
 
If either the vendor or government cancels the purchase order, the other party can collect 
damages. If the vendor cancels the purchase order due to quoting an incorrect price or 
unavailability of product, the government can charge the difference between the vendor’s 
price and the replacement price. If the government cancels the purchase order, the vendor 
can charge a restocking fee, which may vary from 10 to 25% of the original price. 
 
Generally, POs are issued for supplies, equipment, and materials; contracts are issued for 
construction projects, services, major repairs, and installation jobs. Contracts typically 
require legal department review and approval. Terms of contracts are dictated by the type 
of work to be performed and should include stipulations, such as liquidated damages and 
termination, to protect the jurisdiction. In Georgia, monies are allocated for one year 
only, so governments must have the power to terminate a multi-year contract after one 
year if funds are not available. 
 
The purchase order should be pre-numbered for control and reference purposes and 
contain the following information: 
 

 Name and address of vendor 
 

 Shipping address 
 

 Expected delivery date 
 

 Quantity and measure of unit 
 

 Description of what is to be purchased 
 

 Unit cost, extended cost and total cost 
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 FOB point 
 

 Name of person to contact for questions 
 

 Accounting information 
 

 Authorized signature of issuer 
 

 Date purchase order issued 
 
 
Transportation and FOB Point 
 
FOB or “Free on Board” refers to the point that ownership takes place. If shipment is 
“FOB Source,” ownership takes place at the vendor’s dock, or shipping point. The 
buyer has responsibility for the method and cost of transportation. If damage for loss 
occurs during shipping, then the buyer contacts the shipping company and submits a 
claim for damages. 
 
If the shipment is “FOB Delivered,” ownership takes place at the buyer’s dock, or 
delivery point. The seller selects the method of transportation and assumes liability if the 
shipment is lost or damaged. 
 
Both types have advantages and disadvantages. If a buyer selects an “FOB Source” 
delivery, a substantial savings can occur. By controlling the shipping method, the buyer 
selects the most economical mode of transportation. The seller often selects the easiest 
method of shipping when the item is “FOB Delivered” and that may not be the most 
economical. 

There is also a "risk premium" that has to be considered before deciding which FOB 
point is right for your entity. If the seller assumes the "risk" of shipment, then he may 
either pay for transportation insurance or he may just increase his selling price to include 
the possibility of damage or loss occurring during shipping. Either way, the seller will 
have to increase the price to cover this additional cost. 

If the "risk" of shipment is assumed by the buyer, then the total direct and/or indirect cost 
may increase as well if there is an actual claim of damage or loss. 

Transportation purchasing is a full time job by itself and requires extensive knowledge of 
the various shipping methods. Most jurisdictions do not have the staffing capacity to 
handle transportation and have all orders shipped FOB Delivered. If damage or loss 
occurs, it takes less time to contact the supplier to resolve the problem than to research 
the mode of transportation and shipping route. 
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Step 8: Monitoring Delivery 
 
Depending upon the size and organizational responsibilities, either purchasing or the user 
department will monitor delivery. If the item is shipped directly to the user, then 
purchasing may be contacted and asked to follow-up if the item has not been received by 
the due date. Purchasing contacts the vendor, then establishes a revised delivery date. 
Penalty charges may be assessed against the vendor for late deliveries provided they were 
included in the standard terms and conditions (scenario: 1% per day up to ten days that 
the delivery is late). 
 
If the department requests purchasing to expedite an order, then purchasing contacts the 
vendor and attempts to have the order delivered prior to the agreed upon delivery date. If 
these terms were not part of the original conditions, additional charges may be assessed 
by the vendor. 
 
 
Step 9:  Receipt of Goods or Services 
 
Whether the receipt, the inspection, or the testing is the responsibility of the end user or 
purchasing, the goods/services are received verifying the quantity and quality.  
Documentation of receipt is required prior to payment of the vendor invoice. This may be 
in the form of tick marks on the packing slip or invoice. Visible evidence of receipt must 
be present. 
 
 
Step 10:  Capital Assets 
 
Purchases that qualify for capitalization should be identified in the 
purchasing process so the asset may be entered into the capital asset 
management system. Often the purchase order has an option for 
flagging the purchase as a capital item. 
 
Identifying data regarding the capital asset including description, serial and model 
numbers, cost, and location of the asset should be collected when the asset is received.   
Typically a tag identifying the asset as property of the jurisdiction with the asset number 
will be affixed to the item purchased.   
 
Your jurisdiction’s expenditure or purchasing policy should indicate the thresholds above 
which a purchase is considered a capital asset.  For example, any equipment item 
purchased with a useful life of at least one year and costing at least $25,000 will be added 
to the capital asset management system. 
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LESSON 3 SUMMARY 
 

1. The first step in the purchasing process is a need is determined by the user 
department and a requisition is submitted to purchasing. 

 
2. Determination of funds availability should be made prior to proceeding with 

purchasing process. 
 
3. Specifications are usually written by the user department and describe quantity 

and quality level required. 
 
4. The requisition should contain the date the item is needed, budget coding 

information and approval, description of the item, suggested vendors, quantity, 
estimated cost and delivery location. 

 
5. Purchasing has responsibility for determining the method of purchase depending 

upon the dollar amount that requires formal or informal bidding; whether the 
request is a product, equipment or service; and the requirements of the user 
department. 

 
6. The user department evaluates bids for technical compliance and purchasing 

evaluates to ensure that the recommendation for award is to the responsive and 
responsible bidder. 

 
7. A purchase order is a form of a contract and should include shipping address, 

delivery date, description, quantity, cost, contact person, coding, FOB point and 
authorized signature. 

 
8. Either the user department or purchasing must receive the items purchased and 

verify quality and quantity. Receipt must be documented prior to payment of 
vendor invoices. 
 

9. Purchases that qualify for capitalization should be identified in the purchasing 
process so the asset may be entered into the capital asset management system. 
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LESSON 3 EXERCISE 
 

1. Use the words provided to organize the ten steps in the purchasing process below 
in the correct order.  
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2. Review the City of Dunwoody Request for Proposal that follows and answer the 
following questions: 

 

a. What service is being requested?  
 
b. How many events are requested?  
 
c. What should the proposal include?  

 
d. Who should questions be submitted to? 

 
e. What is the proposal deadline?  

 
f. What is the scope of work?  

 
g. What options must be offered?  

 
h. Where in the RFP are details regarding what contractor’s responsibilities 

are?  
 

i. Will the City of Dunwoody assist in the effort?  
 
j. List one requirement regarding submitting proposals?  
 
k. What qualifications are required? 

 
l. What are the evaluation criteria?  
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REQUEST FOR PROPOSAL 

Recycling Events 
Household Hazardous Waste (HHW) 

 
RFP 2018-02  
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REQUEST FOR PROPOSALS 
 

The City of Dunwoody, Georgia requests qualified individuals and firms with experience 
in household hazardous waste collection events to submit a quotation for two household 
paint and chemicals collections events (commonly referred to as a household hazardous 
waste (HHW) collection event). This contract should cover up to two collection events for 
2018.  Event dates are to be determined based on the availability of the facility, contractor, 
and City personnel (currently tentatively scheduled March 10, 2018 and November 17, 
2018).  The proposal should include services to collect, handle, pack, lawfully transport, 
recycle, reuse, treat, and/or dispose of (at a permitted disposal facility) household 
hazardous waste material for the City of Dunwoody, Georgia. 
 
As requested, submit a cost sheet for a single event given the projected quantities. 
 
Questions regarding the RFP should be emailed to Valerie Thomas by January 31, 2018.  
The City will provide official written answers, by email, to all questions by February 5, 
2018, if any. 
 
Email: Valerie.Thomas@dunwoodyga.gov 
 
Proposals should be submitted no later than 2:00 p.m. EST on February 16, 2018. 
Proposals shall be submitted via email to Tammy.Hiler@dunwoodyga.gov.   
 
The City of Dunwoody reserves the right to cancel or reject any and all proposals and to 
waive any technicalities or irregularities, and to award the contract based on the highest 
evaluation and in best interest of the City of Dunwoody.  
 
Proposers may partially respond to the RFP, provided the response encompasses the 
entirety of the services offered by the company.  Alternatively, additional services may be 
performed by the company in other capacities if they are not requested in the scope of work 
of this RFP.  The City reserves the right to award portions of the scope to multiple 
contractors based on the aforementioned conditions.  Should multiple contracts be issued, 
each Contractor shall be responsible for the requirements contained within the RFP and 
contract documents.  Contractors are expected to work together and with the City of 
Dunwoody to fulfill the entire scope of work.  
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I. Materials to be accepted 

The collection event is scheduled rain or shine.  The facility provides convenient access 
for individuals who are interested in bringing materials for recycling, reuse, treatment, or 
disposal at a Resource Conservation and Recovery Act (RCRA)-approved disposal facility.  
Not only will the site provide controlled access to the general public, but will also provide 
sufficiently paved area for staging vehicles while multiple lines move to an area where the 
material can be removed for analysis, inventory, and appropriate handling by the 
Contractor. The City of Dunwoody reserves the right to change the collection site location 
provided the Contractor is given written notice at least seven (7) days prior to the scheduled 
date. 
 
A. Household Hazardous Waste (HHW) 

Defined as hazardous by 40 CFR part 261 and regulated as hazardous waste by the United 
States Environmental Protection Agency (EPA) under Subtitle D to the Resource 
Conservation and Recovery Act (RCRA) of 1976, 42 U.S.C.SS 6901 et seq., as amended 
by the Hazardous and Solid Waste Amendments of 1984, the Toxic Substance Control Act, 
15, U.S.C. 9601 et seq., as amended by the Superfund Amendments and Reauthorization 
Act of 1986, or any other federal statute or regulation governing the treatment, storage, 
handling, or disposal of waste, materials or substances which impose special handling or 
disposal requirements similar to those required by Subtitle C of RCRA; or 
 
A substance that is either found on one of several lists of hazardous wastes in the federal 
regulations or exhibits one of the four following hazardous waste characteristics:  
corrosively (damaging to living tissue); ignitable (catches fire under certain conditions); 
toxic (causing injury or death if eaten or swallowed); or reactive (capable of causing an 
explosion).  
 
The City of Dunwoody desires to offer a program for the collection, packaging, lawful 
transportation, recycling, reuse, treatment, and/or disposal (at a permitted facility) of 
household hazardous waste (HHW) materials as defined herein from residents throughout 
the City of Dunwoody.  It is believed that the disposal of HHW in municipal solid waste 
(MSW) landfills, sewers, septic systems, groundwater or other environmentally 
inappropriate sites poses a potential threat to the public health and safety. 
 
The purpose of the HHW collection program is three-fold: 
 

1. To increase the public’s awareness as to what constitutes HHW and potential 
dangers associated with improper disposal of these wastes, 

2. To educate the public on recycling, reusing, treating, and/or disposing (at a 
permitted facility) HHW, and 

3. To provide for the safe collection, handling, packing, lawful transportation, 
recycling, reuse, treatment, and/or disposal (at a permitted facility) of as much 
HHW as may be collected at the time of the event based on budget and 
participation. 
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II. SCOPE OF WORK 

A. Tasks 

1. The Contractor(s) shall manage all accepted materials delivered to the site by 
the general public.  This includes providing an appropriate number of qualified 
chemists, technicians and staff to lawfully receive, identify, sort, package, label, 
load and transport waste accumulated, as well as, enough general labor to 
expedite receiving materials during the event. Other events suggest that a staff 
capable of unloading two (2) vehicles at a time (at a minimum) is needed as 
participants should remain in their vehicles. Responsibilities shall include, 
without limitation, the unloading of materials from the general public’s 
vehicles, identifying the materials delivered, cataloging each item, packaging 
the material for safe transportation and storage, manifesting the HHW, and 
loading the material onto Contractor vehicles for ultimate processing through 
recycling, reuse, treatment, and/ or disposal at a RCRA-approved disposal 
facility.   

 
2. The Contractor shall be the “generator” of the HHW from the standpoint of the 

United States Environmental Protection Agency (EPA) and the Georgia 
Department of Natural Resources Environmental Protection Division (GA-
EPD).  The Contractor shall comply with all municipal, state, and federal 
regulations and laws, ordinances, rules and regulations.  The Contractor shall 
also obtain, at his own expense, all permits and licenses required by federal, 
state, or local law or ordinance, rule or regulation and maintain same in full 
force and effect.  Waste acceptance, ownership and responsibility for necessary 
handling, packing, lawful transportation, storage, recycling, beneficial reuse, 
treatment, and/or disposal of wastes received at the collection site shall pass to 
the Contractor from the party delivering the acceptable waste at the time that 
party delivers to the collection event; 

For each material accepted, the Contractor must offer the following options, with 
decreasing priority (when applicable): 

1. Recycle 
2. Fuel blend or reuse 
3. Treatment 
4. RCRA incineration 
5. Landfill disposal 

 
B. Mobilization: 

 
The Contractor shall assemble all of the necessary personnel and equipment on 
the site of the collection effort no later than two hours prior to the start of an event 
on the day of the collection, so as to be ready to begin the processing of the 
vehicles bringing materials. 
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C. Site Operations: 

 
1. The Contractor(s) shall be responsible for all site operations from the point 

where the general public vehicles containing the materials move to the 
unloading area until the general public vehicles leave the unloading area.  Upon 
arrival at the collection point, the Contractor personnel, upon permission, shall 
open the doors of the vehicle and remove the materials. 

2. The Contractor(s) shall have sufficient personnel to promptly handle at least 
two (2) vehicles at one time, leaving any non-acceptable materials in each 
vehicle and taking the acceptable materials to an area established for positive 
identification.   

3. The collection day will be terminated at the specified time or sooner, at the 
direction of City personnel, at which time the public will not be allowed to enter 
the collection area. Contractor is not to accept materials after City of Dunwoody 
staff announces the collection has closed.  

4. The Contractor(s) will monitor the intake of materials and estimate the volume 
and costs during the event to ensure compliance with the budget. 

5. The Contractor(s) shall load all collected material into trucks, clean-up, and 
stow all equipment at the end of the collection event. The Contractor shall 
ensure that nothing is left behind from the collection effort and shall ensure that 
the site is in as good or better condition in all respects than it was prior to set-
up and preparation for the collection event. 

6. The Contractor(s) shall meet with City personnel on-site to ensure that the site 
is fully restored to its original condition.  No vehicles or equipment shall remain 
at the collection site overnight after the day of collection without prior approval. 

 
D. Handling, Packaging, Transportation, Reuse, Recycling, Treating and/ or 

Disposal: 
 

1. The Contractor(s) shall provide all equipment, staff, and materials necessary to 
provide efficient collection and handling of all acceptable wastes received, and 
shall at all times operate the Collection Site and Facilities in accordance with 
Applicable Law;  

2. The Contractor(s) shall be responsible for lawful transportation, recycling, 
beneficial reuse, fuel blend, treatment, storage, and/or disposal of all wastes 
received at the collection site and must follow all local, district, state, and 
federal regulations with regard to all disposal methods; 

3. All third party disposal companies must be insured by the primary Contractor; 
4. The Contractor(s) shall be responsible for all costs and liabilities associated 

with a spill or accident if it occurs during loading and transition to the treatment 
center (From time entering the property to completion. Both city and private 
property); 

5. The Contractor(s) shall work under the immediate supervision of the City of 
Dunwoody; 

6. In the unanticipated event any residual materials are left at the collection site 
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after the event, Contractor agrees to pick up and dispose of materials properly. 
 

E. Record of Operations: 
 

A post-event site report shall be prepared and submitted to the City. The site 
report shall include, but is not limited to the following:  

 
1. The quantities in units and number of drums of all waste received itemized 

by the waste type as listed in Attachment A. Drum counts shall indicate 
the packing method (i.e., loose packed, Lab-Packed, or bulked) and 
Recycling, Beneficial Reuse, or Disposal method for each drum. 

2. Lab-Packed drums shall indicate: The actual weight of waste contained in 
each drum, the average weight of waste per drum for each waste type, and 
the cumulative average weight of waste per drum for each waste type. 

3. A report of the complaints received by the Contractor in connection with 
the Contractor’s operations under the Contract, with a summary of the 
Contractor’s response to the complaints, if any. 

4. An account of any extraordinary occurrences, accidents, or emergencies 
that arose during the collection event.  

5. The Contractor(s) shall provide written documentation (i.e., recycling 
certificate or other tracking documentation) of the ultimate reuse, 
recycling, treatment, and/or permitted approved disposal facilities, for 
materials collected at the collection event, itemized by the waste type as 
listed in Attachment A. The Contractor(s) shall also verify that all 
hazardous substances collected are disposed in a manner that constitutes 
strict adherence with EPA regulations.  

 
F. Recordkeeping, Administration and Reporting: 

 
1. The Contractor(s) shall add the City of Dunwoody and employees as 

additionally insured with waiver of subrogation for workers 
compensation; 

2. The Contractor(s) shall issue a copy of the shipping manifest immediately 
following the event, a copy of which will be reviewed by City personnel 
and returned to be submitted with the invoice; 

3. The Contractor(s) shall complete and submit the “Record of Operations” 
within thirty (30) calendar days after the event date, due before any 
payment of invoices; and 

4. The invoice shall be sent to Andrew Russell. 
 

G. City of Dunwoody furnished property/services: 
 
The City of Dunwoody will furnish additional personnel at the collection site to assist with 
the event.  Before a vehicle reaches the unloading area, volunteers, provided by the City, 
will check residency requirements and direct the individual to the proper unloading area.  
The Contractor(s) shall not provide service to anyone who has not displayed the agreed-
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upon certification that residency was verified by City staff.  Additionally, City of 
Dunwoody volunteers will distribute any educational and promotional items.  Organization 
and monitoring of volunteer personnel will be the responsibility of the City of Dunwoody.  
The City of Dunwoody will handle scheduling, site location, and provide signage to direct 
traffic to the site.  The City of Dunwoody shall also notify the appropriate emergency 
response teams before the collection event. 
 
III. INDEMNITY AND INSURANCE 

 
A. The Contractor is an independent Contractor. The Contractor, its officers, agents, or 

employees are not considered employees of the City of Dunwoody for any purpose.  
The Contractor shall be responsible for all federal and/or state tax, industrial 
insurance, and Social Security liability that may result from the performance of and 
compensation for these services and shall make no claim of career service or civil 
service rights which may accrue to a City of Dunwoody employee under state of local 
law. 

B. The City of Dunwoody assumes no responsibility for the payment of any 
compensation, wages, benefits, or taxes by or on behalf of the Contractor, its 
employees, and/or others by reason of the Contract.  The Contractor shall protect, 
indemnify and hold harmless the City of Dunwoody and its officers, agent and 
employees for and against any and all claims, costs and/or losses whatsoever 
occurring or resulting from (1) the Contractor’s failure to pay any such compensation, 
wages, benefits or taxes; and/or (2) the supplying to the Contractor of work, services, 
materials, and/or supplies by Contractor employees or other suppliers in connection 
with or in support of the performance of the Contract.   

C. The Contractor further agrees that it is financially responsible for and will repay the 
City of Dunwoody all indicated amounts following an audit examination which 
reveals errors due to the negligence, intentional act and/or failure for any reason to 
comply with the terms of the Contract by the Contractor, it officers, employees, 
agents, and/or representative.  The Contractor shall protect, defend, indemnify, and 
hold harmless the City of Dunwoody, its officers, employees, and agents from any 
and all costs, claims, judgments, and/or awards of damages, arising out of or in any 
way resulting from the negligent acts or omissions of the Contractor, its officers, 
employees, and/or agents.  The Contractor agrees that its obligations under this 
subparagraph extent to any claim, demand, and/or cause of action brought by or on 
behalf of any employees or agents. 

D. The Contractor(s) shall procure and maintain for the entire duration of the event 
insurance against claims for injuries to persons or damages to property that may arise 
from, or in connection with, the performance of work hereunder by the Contractor, 
its agents, representatives, employees, and/or Sub-contractors.  The Contractor or 
Sub-contractor shall pay the cost of such insurance.  The Contractor may furnish 
separate certificates of insurance and policy endorsements for each Sub-contractor as 
evidence of compliance with the insurance requirements of the Contract. 

E. The Contractor(s) shall provide a copy of public Liability Insurance covering the 
period of its occupancy and uses of the premises, obtained from a responsible 
insurance company legally licensed and authorized to transact business in the State 
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of Georgia, with limits of not less than $1,000,000.00 for all damages arising out of 
bodily injuries or death of two or more persons in any one accident, and a limit of not 
less than $3,000,000.00 for all damages to or destruction of property in any one 
accident.  This public liability policy shall insure the City and the Licensee against 
any liability, damage, claim or demand in any way arising out of or in connection 
with Licensee’s occupancy or use of the premises under this agreement.  Licensee 
shall furnish the City with a copy of the policy and evidence of full payment of the 
premium thereon prior to occupancy and use of the premises, and said policy shall 
have a clause showing that the insurance is in force and cannot be cancelled prior to 
the occupancy and use of the premises by the Licensee in the absence of written notice 
by the insurer to the City prior to the occupancy and use of the premises. 

F. Per our standard contract, the Contractor(s) will verify its compliance with O.C.G.A. 
§ 13-10-91, stating affirmatively that the individual, firm, or corporation which is 
contracting with the City of Dunwoody has registered with and is participating in a 
federal work authorization program, in accordance with the applicability provisions 
and deadlines established in O.C.G.A. § 13-10-91. Per our standard contract, the 
Contractor will execute an affidavit referenced in O.C.G.A. § 50-36-1 (SAVE 
AFFIDAVIT). 

IV. PROPOSAL INSTRUCTIONS 
 

A. Submitting Proposals: 
 

1. The Contractor(s) must provide a brief description of the firm and its specific 
expertise in collecting and recycling the proposed materials. List three 
references of similar events it was employed to conduct within the last 5 years, 
with contact information for the program manager; 

2. The Contractor(s) must provide a narrative of the process and procedures 
describing the method of handling the materials at the site and how the various 
items will be inventoried and manifested.  Include a typical event set up plan; 

3. The Contractor(s) must provide a statement acknowledging familiarity with 
the City of Dunwoody’s sustainability program 
(http://dunwoodyga.gov/index.php?section=government_boards_commissions
_and_committees_sustainability_committee).  The Contractor must also 
identify any key sustainability metrics tracked or supported by the company, 
including greenhouse gases (GHGs), water and energy consumption, solid 
waste, volatile organic compound (VOC) and hazardous air pollutant (HAP) 
production, and whether the contractor has developed sourcing methods, 
goals, and can report on these metrics. 

4. The Contractor(s) must provide documentation of where material will be 
disposed including facility name, location, ID, and contact person; 

5. The Contractor(s) must provide a Contingency Plan to include the following 
elements: 
 Describe provisions for the prevention of environmental contamination, the 

management and cleanup necessary, the prevention of explosions, fire or 
the release of toxic or hazardous substances. Include provisions on 
protecting storm water drains. 
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 Describe how the following will be handled: unknown wastes, inclement 
weather, spills of hazardous waste and accidents. 

 Provide a typical or generic site health and safety plan. Designate a Health 
and Safety Officer to oversee the Health and Safety Plan.  

 List all the emergency equipment and supplies proposed to bring to or 
provide at the site; list the names and telephone numbers of local emergency 
agencies, and the City of Dunwoody, and federal agencies that must be 
contacted in the event of a fire, spill or other release at the collection site. 

 List all of the equipment and/or supplies the contractor requires or expects 
the City of Dunwoody and other public and private agencies to bring to or 
provide at the sites. 

 Describe provisions for material that could be dropped off after the closure 
of the event. 

6. Proposals may not exceed a total of ten (10) pages, inclusive of all sheets unless 
otherwise indicated.  Pages are to be numbered. 

7. Contractor(s) must submit the following forms (not counted against 10 page 
maximum): 
 Pricing of the quantities set forth on Attachment A; 
 Certificate of Insurance 

8. The successful proposal will be required to submit a License Agreement 
(including submission of requisite insurance forms) for Georgia State 
University Perimeter College; 

9. Responses should be submitted electronically as a single PDF document. 
 
 

B. Qualifications and Experience: 

The Contractor(s) shall demonstrate that it has substantial expertise in all areas relating to 
the collection, handling, packing, lawfully transporting, recycling, reusing, treating, and/or 
disposal at an approved facility of materials. 
 
C. Expenses of Preparing Responses to this RFP 

The City of Dunwoody accepts no responsibility for any expenses incurred by the 
responders to this RFP.  Such expenses are to be borne exclusively by the responders.  All 
information submitted in your response to this RFQ shall be subject to the Georgia Open 
Records Act and shall not be deemed to be confidential unless otherwise stated in the 
submission by reference to specific provisions that apply as specific exceptions to the Open 
Records Act. 
 
 
V. EVALUATION CRITERIA 

 20% Sustainability efforts  
 40% Price  
 40% Qualifications and proposed plans 
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The City of Dunwoody reserves the right to reject any or all proposals and to advertise 
anew as in its judgment it shall deem it to be in the best interest of the City to do so. The 
City further reserves the right to waive any informality in any proposal.  
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ATTACHMENT A 
 

  
 
Item 

  
 
Waste Description 

**Primary 
Method of 
Disposal 

***Quantity 
(lbs.) 

Price 
Per/ 

Pound 

  
$Total Price 

1 Base                                                               
Oil based paint, stains, thinners and paint 
strippers, solvents and varnishes, wood 
preservatives 

  5000     

2 Aerosol/spray paint   500     
3 Latex and water based paints   30000     
4 Mercury                                                       

Mercury salts and elemental mercury, 
thermometers, thermostats, and other 
mercury containing items 

  5     

5 Fluorescent bulbs and ballasts   150     
6 Lawn care products                                    

Poisons, insecticides, weed killer and 
pesticides, Aerosol/spray pesticides 

  1000     

7 Automotive Products                                  
Engine Degreaser, Brake Fluid, 
Transmission Fluid, motor oil, etc. 

  200     

8 Cleaner, Corrosives, and Oxidizers           
Cleaners, Spot Removers , Acids and 
Bases  

  500     

9 Propane Gas Cylinders    100     
10 Flammables                                                  

Lighter Fluid and Waste Fuels (Kerosene, 
Gasoline, Diesel, etc.) 

  2000     

11 Batteries                                                       
Household, automotive, and rechargeable 

  500     

12 Fire Extinguishers  150   

13 Pharmaceuticals  100   

14 ****Mobilization charges, including all 
labor, equipment, supplies, labor, 
insurance and/or any additional charges. 

N/A  N/A 
  

  Total Price  
   

 $ 
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** Primary method of disposal. Refer to RFP for preference hierarchy.  
***Estimated quantity based on 2015 collection numbers for a population around 
50,000. 

  **** Provide one separate sheet with cost breakdown for mobilization charges  
proposed for the scope of this project.  If there are additional services offered,  
provide the pricing and description for those services on the same sheet  
(not counted against 10 page maximum). 

  

    
 

 
      

  Company 
 

Name and Title of Person  
authorized to sign 

 

  
    

  
  Signature 

 
Date  
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LESSON 4 
 
THE PURCHASING PROCESS: 
COMPETITIVE SEALED BIDS AND PROPOSALS 
 
 
INTRODUCTION  
 
Why should the public sector be concerned about purchasing competitively? 
Governments need to be cognizant of how they buy as well as what they buy for several 
reasons:  
 

 Everything a government does is open to public scrutiny 

 
 Purchasing competitively ensures the best buy for the jurisdiction 

 
 Vendors and contractors have an equal opportunity to compete in the process 

 
 The competitive process helps ensure integrity 

 
 
OBJECTIVES 
 
Upon completing this lesson, the participant should be able to: 
 

 Identify the competitive and sealed bidding process  
 

 List options for selecting sources for supplies 
 

 Recall the characteristics of bid documents 
 

 Define the process for awarding a bid 
 

 Recall the differences between a competitive, sealed bid and competitive sealed, 
proposal and the combination of the two (multi-step or two step bidding) 
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COMPETITIVE SEALED BIDDING 
 
The competitive, sealed bidding process allows vendors an equal opportunity to 
participate to provide materials, goods and services in the public sector. It is a preferred 
method of procurement, as the basis of award relies on objectivity. Price is the 
determining factor in award. 
 
Award, however, is not made on the basis of the lowest price alone, but on the basis of 
the lowest priced responsive and responsible bidder. A responsive bidder is one who 
meets the specifications and requirements of the bid document. The bidder must also be 
responsible in that the company is capable of performing the contract or delivering the 
requested materials, equipment or service. 

 

 
 
The competitive sealed bid should be used when the following conditions exist: 
 

 There are clear specifications 
 
 Basis of award is price 
 
 There are several bidders who can provide the materials, equipment or service 
 
 There is more than one brand or product that meets the requirements or the 

specified brand can be obtained from more than one source 
 
 There is adequate time to formally advertise and solicit bids 

 
 
PUBLIC WORKS SOLICITATION 
 
There are extensive requirements related to a specific segment of public procurement - 
public works construction. Although, we will look at Georgia as an example, nearly all 
states have some public works statute.  
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According to Georgia Code Section 36-91-2(12), “public works construction” is defined 
as: 
 

  
 
All public works construction contracts must be competitively bid in accordance with 
Georgia Code Section 36-91-21.   
 
The competitive bid process requires the following: 
 

1. The governmental entity shall publicly advertise an invitation for bids; 
 
2. Bidders shall submit sealed bids based on the criteria set forth in such invitation; 
 
3. The governmental entity shall open the bids publicly and evaluate such bids 

without discussions with the bidders; and  
 
4. The contract shall be awarded to the lowest responsible and 

responsive bidder whose bid meets the requirements and criteria 
set forth in the invitation for bids; provided, however, that if the bid 
from the lowest responsible and responsive bidder exceeds the 
funds budgeted for the public works construction contract, the 
governmental entity may negotiate with such apparent low bidder to obtain a 
contract price within the budgeted amount. Such negotiations may include 
changes in the scope of work and other bid requirements. 

 
Section 36-91-22(a)(b) of the Georgia Code exempts public works contracts from the 
above requirements where the cost is less than $100,000 or when inmate labor is used.   
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PUBLIC ADVERTISING   
 
Public advertising is a requirement for the competitive sealed bid process. The dollar 
amount that requires formal, sealed bids is established by each jurisdiction’s ordinance or 
regulation and cannot exceed the State’s threshold which typically range from $5,000 to 
$100,000. For example, in Georgia advertisement is required for any bid or proposal 
opportunities for goods and services  accordance with Georgia Code Section 36-80-27.  
 
 

If a bid or proposal opportunity is extended by a county, municipal corporation, or 
local board of education for goods, services, or both, valued at $100,000.00 or 
more, such bid or proposal opportunity shall be advertised by such respective 
local governmental entity in the Georgia Procurement Registry, as established in 
subsection (b) of Code Section 50-5-69, at no cost to the local governmental entity. 
Such bid or proposal opportunity shall be advertised on such registry for the same 
period of time, as set by ordinance or policy, if any, as the county, municipality, or 
local board of education advertises bid or proposal opportunities in the official 
legal organ or other media normally utilized by the local governing entity. Each 
advertisement shall include such details and specifications as will enable the 
public to know the extent and character of the bid or proposal opportunity. 

 
 
 
SCHEDULING BIDS 
 
In addition to the required length of time for advertising, bidders should be allowed an 
adequate period to prepare and submit bids. The following should be considered when 
scheduling bids: 
 

 Length of time required for formal advertising 
 

 Whether a pre-bid conference should be held 
 

 The geographic location of bidders and the time required to prepare and mail bids 
 

 The required delivery or proceed date 
 

 Approval by higher authority i.e. board of commission or city council approval in 
scheduled public meetings 

 
In addition, most states have resources available to assist with this process. For example, 
within Georgia, the Association of County Commissioners of Georgia and Georgia 
Municipal Association have partnered to create the Georgia Local Government Access 
Marketplace, http://www.glga.org/.  This site can be used to post items for bid as well as 
job opportunities. 
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SELECTING SOURCES OF SUPPLY 
 
The selection of vendors is dependent upon the government’s bidder’s list. A list of 
companies is maintained in the purchasing office of those vendors and contractors who 
wish to bid on selected commodities or services. The companies are categorized into 
those commodities and service areas for which they have requested to receive bids and 
proposals. When a bid is issued the purchasing agent selects a portion or all of the 
vendors in the commodity category and mails bid solicitations to them.  To facilitate the 
organization of eligible vendors for a product, many governments choose to use the 
National Institute of Governmental Purchasing (NIGP) codes.  To learn more about this 
option, visit https://www.nigp.org/  
 
One of the most difficult problems purchasing officials face is the selection of vendors. 
Choosing the same companies repeatedly may cause vendors who are not selected to 
accuse Purchasing of favoritism. Purchasing may select vendors by rotation from the 
bidder’s list; however, this practice eliminates the vendor who provided the best price the 
previous time the item was purchased.  
 
Public advertising protects the purchasing official when bids cannot be mailed to all 
vendors on the bidder’s list. It is important to tell all prospective bidders that due to the 
constraints such as mailing costs and limited staff, they will not automatically receive all 
bids. It then becomes the vendor’s responsibility to regularly check the jurisdiction’s 
alternate methods of advertising bids. 
 
In addition to the bidder’s list, there are other sources of supply. The following are 
important for those purchases and services where additional vendors are needed or where 
no vendors are listed on the bidder’s list: 
 

 Suggested vendors from user department 
 

 Telephone directories – local and regional 
 

 Resource directories such as the Thomas Register (https://www.thomasnet.com/) 
 

 Internet 
 

 Purchasing officials in other jurisdictions 
 

 Vendor who has worked with the user department developing specifications 
 

 Manufacturers for a list of distributors or installers 
 
Many jurisdictions are implementing software programs that allow vendors to access bids 
and proposals online. Potential bidders can obtain documents by accessing bid documents 
online. Purchasing offices that utilize the Internet provide an opportunity for bidders 
nationally and globally to access their solicitations, thereby increasing competition. 
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Automated bidder’s information systems have the capability to reduce administrative 
costs associated with the bidding process. In addition, the potential bidder assumes the 
responsibility to check prior to bid receipt date to obtain addenda. 
 
For example, the State of Georgia uses the site, https://www.bidx.com/, to electronically 
receive bids for transportation projects.  A quick internet search will return a number of 
possible companies that facilitate electronic bid submission. Typically speaking, these 
sites provide ease of use for very clear bid specifications and submission of prices. For 
instance, if a government wanted to build a fire station, a potential bidder could view the 
plans and specifications online. After review, if the supplier chooses to submit a bid, then 
they could enter a construction price along with supporting documents like references and 
qualifications. In selecting such a site, governments must consider the ability of suppliers 
to easily interface with it, and whether the site will allow the entity to get all of the 
information it needs to properly assess any given bid. 
 
 
PRE-QUALIFICATION OF BIDDERS 
 
Pre-qualification of bidders is a mechanism to narrow the field of bidders to only those 
who qualify based upon a pre-established set of requirements. Pre-qualification is not 
used as extensively for the purchase of materials and supplies as it is for construction 
projects, highly technical equipment, computer hardware and software systems and the 
more complex services. 
 
While pre-qualification adds additional time to the bidding process, it shortens the time 
required for evaluation after bids have been received and publicly opened. Vendors or 
contractors are provided with criteria they must meet to be approved to bid on the project 
or service which may include: 
 

 Experience specific to the project, equipment or service 
 

 Available equipment 
 

 Government experience 
 

 Financial capability 
 

 Staff capability 
 

 References of similar projects or services 
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PREPARING BID DOCUMENTS – SPECIFICATIONS 
 
Bid specifications for local governments are usually prepared by the end users. Typically, 
the user department prepares the specifications and forwards them to the purchasing 
office for the bidding process. Purchasing staff are not experts in all areas; primarily it is 
their responsibility to determine the proper method of purchase, to ensure that 
specifications are not so restrictive that only one bid can be obtained, that an adequate 
amount of competition is available, that vendors are treated fairly during the bidding 
process and that an award is made to the lowest responsive and responsible bidder. At the 
same time, purchasing staff has the responsibility to obtain what is needed for the user 
department at the proper quality level. 
 
It is important for purchasing officials to understand what they are buying for the user 
department. Because specifications are often highly technical, it may be advisable to visit 
the department to discuss how the product, equipment, or service will be used. 

The most common types of specifications are: 

1. Design specifications: These specifications describe the characteristics and 
features of the product or equipment. Care should be taken to ensure that the 
person developing specifications does not exclude competitor’s products or 
equipment, as the detailed requirements can be so restrictive that only the 
specified item will meet the bid requirements. (Example: road equipment, such as 
a backhoe, or small equipment, such as a lawn mower, which specifies features 
that may or may not be necessary to the performance of the equipment; 
construction of buildings and design of roads and bridges). 

 
2. Performance specifications:  These specifications focus on what the product or 

equipment should accomplish. The particular details are not as important as the 
end result (example: gasoline, software system). 

 
3. Combination performance and design specifications: Certain characteristics that 

are important for the end result are included in the specifications. These features 
are usually common to more than one manufacturer.  This type is the most 
commonly used specification (example: body armor, weed eater). 

 
4. Brand name specifications: The bid requirements specify a brand name. The type 

of specification is acceptable for standardization or compatibility with existing 
equipment. Several vendors are able to provide the particular manufacturer so 
competition is available; or, the manufacturer name and the phrase “or approved 
equivalent” is specified and alternate products may be offered. The bidder must 
prove that his product is equivalent to the brand specified. (Example: Sony TV 
M9000 or approved equivalent) 
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5. Qualified products list: A list of brands that 
the user department has tested and approved is 
specified. No other products may be offered. 
Award is made to the lowest cost vendor as 
products have been certified to be responsive 
and the vendor has been determined to be 
responsible. New products may be tested by 
the user department during the year but not 
during the bidding process. (Example: tires: 
BF Goodrich, General Cooper, and Michelin). 

 
Standardization 
 
Standardization is a method to achieve savings by purchasing a limited number of brands 
of products. The method is used successfully in departments such as fleet, public safety, 
water and sewer to guarantee both compatibility and a specific quality level. In some 
cases, standardization of equipment, such as a particular brand of emergency equipment, 
ensures proper maintenance and training. Governments must be careful not to use 
standardization as a means to obtain a preferred product and, consequently, eliminate 
competition. 
 
Terms and Conditions 
 
In addition to the specifications, bid documents should contain the following: 
 

 General terms and conditions that include instructions to bidders. They address 
how to submit bids, define responsive and responsible bidder, explain tax exempt 
information, etc. The government should always include a statement that “it has 
the right to reject bids, waive technicalities and make an award in its best 
interest.” This inclusion communicates to the market place that the buyer (the 
government) is able to follow these routes, as necessary, and that it is common 
and normal practice. It sets a legal precedence should any of these ever have to be 
implemented. General terms and conditions are included in every solicitation. For 
example, delivery terms may say something like: "Each proposer should state 
time of proposed delivery of goods and services. Words such as 'immediate' or 'as 
soon as possible' shall not be used. Be specific in terms of number of days after 
receipt of order." 

 
 Special terms and conditions that are relevant to the specific bid. These may 

include delivery and installation requirements, training, bonding and insurance 
requirements. Special terms and conditions are unique to a specific solicitation. 
For example, a specific solicitation may have the special statement that reads: 
"Bid offers shall remain effective and valid for a period of 12 months after bid 
opening date. This requirement supersedes the General terms and conditions that 
reads 'bid offers shall remain effective and valid for a period of 90 days after bid 
opening.'" 
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Bonds 
 
Three types of bid sureties are used in the bidding and contracting process: 
 

1. Bid bond - Used as an assurance that a vendor or contractor 
will enter into the contract. When required, bid bonds must be 
submitted with the bid. Failure to submit the bond results in 
automatic bid rejection. Bid bonds are usually 5% of the 
principal bid amount. For instance, if the bid amount is 
$100,000 then the bid bond amount should be $5,000. If the 
vendor or contractor is awarded the bid and fails to enter into 
the contract or provide the equipment or service, the bid bond 
assures that the entity will be paid the difference between the 
lowest bid and the next lowest bid. 

 
 Acceptable forms of bid bonds include bid sureties issued by the bonding 

companies with ratings that meet the requirements set forth in the bid documents, 
cashier’s checks, certified checks, and money orders. Neither cash nor personal 
checks should be accepted. 

 
2. Performance bond - Performance bonds are required for the successful bidder 

only and assure that the contractor will perform. Performance bonds are 100% of 
the principal bid amount. This type of bond ensures that the contractor will 
perform to the contractual standards, terms, and conditions. Should a provider fail 
to live up to their contractual standards, then the bond may be forfeited to the 
extent necessary in order for the government to get the project up to the minimal 
contractual standards. For example, if a government were to contract a service 
provider to implement a financial software system and that provider failed to 
implement a system that actually worked, then the government would file a claim 
against the performance bond and use the proceeds to cover the additional costs to 
hire a different implementer. 

 
3. Payment bond - Payment bonds are required on construction projects as they 

ensure the general contractor will pay the subcontractors for work and suppliers 
who furnish materials. Payment bonds, like performance bonds, are 100% of the 
principal bid amount. 

 
 Acceptable forms of performance and payment bonds are bid sureties issued by 

bonding companies with ratings that meet the requirements of the bid documents. 
Some jurisdictions allow Letters of Credit issued by banks in lieu of sureties. 

  
Most states with public works laws require bid, performance, and payment bonds 
where cost meets the formal thresholds of the law. The State of Georgia requires 
Bid (O.C.G.A 13-10-20), Performance (O.C.G.A 13-10-40), and Payment Bonds 
(O.C.G.A 13-10-60) for all public works projects where cost is $100,000 or more. 
However the state may require performance bonds for less cost.  
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Insurance 

 
Like bonds, insurance protects the governmental entity and should be required whenever 
a vendor or contractor performs a service or labor on site. The Risk Management 
Department determines what types and dollar limits of liability are sufficient to protect 
the jurisdiction. The bid documents should describe the types and limits of insurance 
required of the successful bidder. For example, if a government were to outsource the 
repairs of its fleet vehicle to a service shop, then the government may require that the 
shop cover worker's compensation insurance of $1 million per incident in order to protect 
the government from accident claims. 
 
Pre-bid Conference/Addenda 
 
Once bids have been scheduled and formally advertised, vendors have been notified and 
bid documents have been prepared, a pre-bid conference may be held. This is a meeting 
of prospective bidders, the user department and the purchasing agent and is an excellent 
method to answer questions and resolve problems regarding the bid prior to bid opening. 
Purchasing schedules a day and time, which is included in the advertisement and 
solicitation. 
 
The pre-bid conference may be tape recorded or documented in writing. Any changes to 
specifications or information that affects pricing should be issued to all bidders, including 
those vendors or contractors who did not attend the pre-bid conference but received a bid 
solicitation, in the form of an addendum. If the solicitation is posted on the internet, all 
addendums should be posted. The vendor has the responsibility to verify whether an 
addendum has been issued. 
 
During the bid process, whether a pre-bid conference is held or questions are issued by 
vendors, the purchasing office, not the user department, should be the contact. This 
ensures that one vendor does not obtain information that may provide an advantage over 
the other bidders. 
 
Receiving Bids 
 
Purchasing has responsibility for the receipt of bids. The bid documents state the time 
and location where bids are to be received and publicly opened. The bid receipt time and 
opening, set by each individual entity, are normally standard, at the same time and 
location, to prevent confusion. 
 
Bids are stamped with the date and time received, then placed in a secure location, such 
as a locked file or bid box, until the bid opening. The names of companies submitting 
bids may be written on a log and checked against the actual bid documents prior to 
opening to verify that none have been misplaced. Keeping the bids sealed and secure 
until the bid opening is imperative to avoid a vendor claiming that the contents of his or 
her bid have been disclosed. 
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Late Bids 
 
Bids that are received after the date and time specified in the bid documents generally 
should not be accepted, even if the bidder is only one minute late or if the bidder was in 
the building at the specified time. Mail rooms should be checked prior to the opening 
time to ensure that all bids have been delivered to the purchasing office. 
 
The rationale is that all bids must be opened publicly, at the same time. 
Bidders who submit their bids late have the opportunity to change 
pricing. 
 
Bid Opening 
 
Bids are publicly opened and information is read aloud to those vendors, user 
departments and purchasing staff that are present. Those attending the bid opening should 
sign a log so that a record exists of attendees. The name of the company submitting the 
bid, price, delivery date and alternate items are read. All bids should be signed by the 
person opening the bid, usually on the first page, although where isn't as important as 
long as it is consistent for all bids. 
 
Information contained in the bid documents is public and may be examined by bidders. 
Jurisdictions may allow examination immediately after the bid opening or at a later date, 
after bids have been tabulated. 
 
A tabulation is prepared listing prices for all bidders. Stressing to bidders that the lowest 
price bidder is only the “apparent low bidder” until pricing has been verified and products 
have been evaluated is important. This step allows for a clear and consistent 
communication that the purchasing and the operating staff will do their due diligence as 
part of the normal process of procurement. 
 
Bid Evaluation 
 
The basis of award for the competitive sealed bid is price. Award should be made to the 
lowest responsive bidder who has met the requirements of the bid. The bidder must also 
be responsible, in that the company is capable of providing the product or 
performing the contract. Bidders with past performance problems should be 
carefully scrutinized before awarding a contract. References should be 
requested and checked on any new bidder.  Dun & Bradstreet reports are a 
good source to obtain financial information, payment record, and history on 
unfamiliar companies. 
 
Bids are normally evaluated jointly by the user department and the purchasing 
office. The user department evaluates the technical aspects of the product to determine if 
it meets specifications. Alternates are evaluated to determine if they are equivalent to the 
products or equipment specified in the bid. It is the bidder’s responsibility, not the 
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government’s, to prove that a product is equivalent.  Purchasing’s role is to guarantee that 
award is made to the lowest responsive and responsible bidder, which includes written 
justification if the award is recommended to a bidder other than the one who submitted 
the lowest price. 
 
Tie Bids 
 
Tie bids do occasionally happen. This occurs when two responsive and responsible 
vendors are tied with the lowest price and terms and conditions of the bid. Terms and 
conditions include items such as speed of delivery, shipping advantages, insurance, etc.  
Some jurisdictions award to the vendor located within the jurisdiction in the event of a 
tie.   If both vendors are local or both vendors are not local the tie may be broken by 
allowing vendors to submit their “Best and Final Offer”.  Finally, the bid may be split 
between the tying vendors.  The local ordinance/purchasing policy should indicate 
acceptable alternatives to tied bids. 
 
Quantity and Delivery 
 
Bids should conform to the quantity and delivery specified in the document. However, 
quantities may be adjusted if it is in the best interest of the government. For example, a 
bidder may offer a better unit price on a larger quantity. If the user department and the 
purchasing agent determine that this alternate is in the government’s best interest, they 
may accept the bid as an alternate. If it is not determined to be in the government’s best 
interest, the bid may be rejected due to nonconformance to specifications. Care should be 
taken to ensure fairness in the process. For example, what if other bidders would be 
willing to offer a better unit price for larger quantities also? If this is the case, it may be 
better to redo the solicitation altogether. 
 

 
 
Technicalities 
 
Changes cannot be made to bids once they have been publicly opened except in the 
following circumstances: 
 

 Obvious clerical error, including misplacement of decimals, unit price extension 
or addition or subtraction errors in total calculations. for example, if the price of 
all of the other bids is $.10 cents, then, with agreement by the bidder, it may be 
reasonable to alter the unit price of $1.10 to $.11 cents. 
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 References or product technical data sheets were omitted that can be provided 
after the bid opening. This is permissible because references won't change after a 
day or two, and technical data sheets won't change at all. 

 
 Addenda if it does not affect pricing and it is obvious that the change was 

incorporated in the bid. 
 

It is important to apply good business sense when deciding why a technicality may be 
waived. Also, the decision and justification should be documented, as should any 
conversations with any bidders or other parties that had input into the waiver decision. 
Again, transparency, fairness, and openness are key elements to good purchasing. 

Bid Award 
 
After the user department and purchasing have evaluated the bid and determined the 
lowest responsive price and that the bidder is responsible, bids are forwarded to the 
governing body – usually a commission or council – for approval of the recommendation. 
The process may vary depending upon the size of the jurisdiction. After the bid is 
approved, purchasing staff mails notices of award to the successful and unsuccessful 
bidders. 
 
It is common for disgruntled bidders to protest bid awards. The government should have 
a process that allows the vendor an opportunity to appeal, whether it is an internal process 
or through the courts. The first point of contact, however, should be the purchasing 
office. Handling bid protests is an advanced purchasing process and will not be explored 
in detail in this course. 
 
 
COMPETITIVE SEALED PROPOSALS 
 
The competitive sealed proposal is an alternate procurement method to the competitive 
sealed bid process. This method is used when clear specifications are not available or 
when a service is required. Types of procurements that justify the proposal method are 
software systems, maintenance, health services, telephone systems, and professional 
services such as architectural, engineering, medical and legal. The basis of award is the 
criteria outlined in the proposal and price may be one of the criteria. Other criteria may 
be experience, projects of similar scope and size, technical approach, financial capability, 
number of years in business and qualifications of personnel who will be performing the 
project.  
 
Points are assigned and firms are evaluated based upon how well they meet the criteria. 
For example, an RFP may state the following weighted criteria in its solicitation 
documents: 
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*NOTE - Price may or may not be used as part of the evaluating criteria. If it is used, 
price should be submitted in a separate sealed envelope and should not be evaluated until 
all of the other criteria are evaluated and scored. If it is not used, the highest qualified 
firm meets with the evaluation team to negotiate price. 
 
A selection committee, composed of user department representatives, purchasing staff, 
and others who have technical expertise evaluate each proposal. To ensure objectivity, 
proposals are evaluated individually, and then the group meets to discuss and average the 
scores. After firms are cumulated and scored, the highest ranked firms may be invited to 
interview with the team if permitted in the solicitation language. Once the best firm is 
selected, price may be negotiated if permitted in the solicitation language. Minor points 
may be negotiated as well, as long as the original scope is not changed. 
 
Continuing with the example, which firm would be the highest scoring firm based upon 
the committee scoring sheet below?  
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Right! Firm D is the highest scoring proposal at 100 points. We can also learn that three 
firms, C, D and E, were interviewed; and we can also note that Firm D has the best price! 
 
Like the competitive sealed bid, the proposal is publicly advertised and received at a 
specified time and date. Late proposals are not considered. At the public opening, only 
the names of the companies submitting proposals are read. Because negotiation is part of 
the process, contents of the proposals are not public documents until after they have been 
awarded. 
 
Care should be taken when using the competitive sealed proposal method of procurement 
due to the subjectivity involved. Unlike competitive sealed bidding where award is based 
upon price, which is objective, the proposal process can be slanted to obtain a favorite 
firm or product. Departments may want to use the proposal process when the bid process 
should actually be used in order to avoid awarding to the "lowest responsive bidder." To 
make the proposal process as objective as possible, the evaluation team should include 
unbiased members, either purchasing staff or an impartial person who understands the 
proposal process. Each scorer should carefully add notes that differentiate scores. Finally, 
it is the purchasing staff that is responsible for determining the method of purchase.  
 
 
MULTI-STEP OR TWO STEP BIDDING 
 
The multi-step bidding process combines the competitive sealed proposal and the 
competitive sealed bid. Firms are evaluated, short listed and may be interviewed as in the 
proposal process. A second short list is determined, and separately sealed fee proposals 
are opened from the three or four top firms. The firm with the lowest bid receives the 
award. 
 
While this method allows final award to be based upon price, care must be taken when 
using multi-step bidding. The proposal team recognizes that any of the second set of short 
listed firms can perform the contract and the firm graded with the highest score may not 
necessarily be the firm that submits the lowest price. The biggest advantage is the process 
allows elected officials to award to a qualified firm that submitted the “lowest bid.” 
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Comparison – Bids and Proposals 
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LESSON 4 SUMMARY 
 

1. The competitive sealed bidding process is the preferred method of procurement in 
the public sector as the basis of award is the lowest priced responsive and 
responsible bidder. 

 
2. A competitive sealed bid award should be used when there are clear 

specifications, basis of the award is price, more than one brand that meets the 
requirements, adequate time exists to formally advertise and solicit bids, and 
several bidders can provide the product.    

 
3. The selection of vendors is dependent upon the government’s bidder’s list. A 

bidder’s list includes vendors and contractors who wish to bid on selected 
commodities or services.  

 
4. Bid documents include specifications, terms and conditions, bond and insurance 

requirements, pre-bid conference times, and instructions for receiving, opening, 
evaluating and awarding bids. 

 
5. After determination of the lowest responsive and responsible bidder, bids are 

forwarded to the governing body for approval of the recommendation. After the 
bid is approved, purchasing staff mails notices of award to the successful and 
unsuccessful bidders. 

 
6. Unlike competitive sealed bids, the competitive sealed proposal is used when 

clear specifications are not available or when a service is required. 
 

7. The multi-step bidding process combines the competitive sealed proposal and the 
competitive sealed bid.  Firms are evaluated, short listed and may be interviewed 
as in the proposal process. A second short list is determined, and separately sealed 
fee proposals are opened from the three or four top firms. The firm with the 
lowest bid receives the award. 
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LESSON 4 EXERCISE 
 
Government ABC is hiring a firm to handle cyber security. Your team has been assigned 
to review both of the firms and determine which would be the best firm to hire. There are 
two firms that have this expertise in firewall and virus protection software. Review each 
of the categories and determine which firm would score the highest in each category: 
 

 
 

Category 

 
 

Firm A 

 
 

Firm B 

Which firm 
would score 

higher in this 
category? 

Notes 
and 

Score 

Experience of 
Personnel to be 
Assigned 

Firm A has 12 
years of 
experience in 
software 
development and 
installation. They 
only have 2 years 
of experience 
specifically with 
security software. 

Firm B has 10 years 
of experience in 
software 
development and 
installation. They 
have a total of 8 
years of experience 
with security 
software. 

  / 15 

Projects of 
Similar Scope 
and Size 

Firm A has done 
security services 
with five 
governments in 
the past. 

Firm B has done 
security service 
with four 
governments in the 
past. 

 /15 

Technical 
Approach 

The software used 
has been 
described by 
some users in 
reviews as 
difficult to use. 

The software has 
been highly 
reviewed in 
publications and is 
easy to use. 

 /30 

Demonstrated 
Understanding 
of Project 

Firm appears to 
have a firm grasp 
on some concepts, 
but had issues 
understanding an 
element of the 
network setup. 

Firm B had a firm 
grasp on all 
concepts of the 
project and 
displayed technical 
expertise knowledge 
about key details. 

 /10 

Financial 
Capability 

The firm is well 
established and is 
a large company 
within the 
industry. 

The firm has been 
around for less time, 
but has expertise in 
the security area. Is 
a moderately sized 
company. 

 /10 

Bid Price $12,000 $10,000  /20 
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What are the key benefits of going with Firm A? 
 
 
 
 
 
 
 
What are reasons not to hire firm A? 
 
 
 
 
 
 
 
What are the key benefits of going with Firm B? 
 
 
 
 
 
 
 
What are reasons not to hire firm B? 
 
 
 
 
 
 
 
Based on the information provided about Firm A and B who would you ultimately hire?
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LESSON 5 
 

THE PURCHASING PROCESS: 
ADDITIONAL PURCHASING 
METHODS 
 
 
INTRODUCTION 

In this lesson, we will look at all of the procurement methods other than formal sealed 
bids and proposals. They include informal, smaller dollar procurements, emergency and 
sole source purchases, and procurement methods employed by user departments.  

As you read through this lesson, keep in mind that these methods account for a large 
quantity of procurement activity for most government entities.  

 
 
OBJECTIVES 
 
Upon completing this lesson, the participant should be able to: 
 

 Recall when informal bidding methods are permitted 
 

 Define how to perform a telephone quote 
 

 Identify circumstances in which an emergency purchase should be allowed 
 

 Recall situations in which sole source purchases should be allowed 
 

 Identify when term contracts may be advantageous 
 

 Recall purchasing methods employed by user departments 
 
 
 
 
 
 

 



 

 5-2  
 

INFORMAL BIDDING METHODS 
 
Informal bidding is the method used for "small dollar" items and accounts for the 
majority of the government's purchases. The process differs from formal bidding in that 
legal advertising is not required. While there may be specific dollar categories identified 
for written and telephone quotations, informal bidding requirements include those 
purchases that cost less than the dollar amount that requires sealed bids or proposals 
 
Like formal bidding, the process is competitive and award is based upon the lowest 
responsive and responsible bid. 
 
Because the informal method of purchasing is a faster process, departments may seek to 
split purchases in order to avoid the more lengthy formal procurement process. By 
dividing quantities, departments can make two or more purchases and circumvent the 
formal process. Departments shouldn't do this and purchasing staff should be cognizant 
of this practice. It is best practice to have a "check and balance" in place such as an 
annual audit of departmental purchases. 
 
Closer Look 
 
Los Angeles County, California has an established threshold of $100,000 for formal 
purchases. How can departments split their purchases to avoid this threshold? Here are 
three examples of ways to accomplish this:  
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If the items are purchased frequently and the cost is an amount that requires competitive 
sealed bidding, an annual or term contract may be utilized.  Bids are made on an annual 
or semi-annual basis, pricing is fixed, or firm for the length of the contract. Quantities 
may or may not be firm and are often bid as estimated amounts. Examples of 
commodities where term contracts are beneficial include: 
 

 Road materials – asphalt, concrete, and crusher run 
 
 Water and sewer requirements – pipe, meters and repair parts 
 
 Fleet maintenance – automobile repair parts, gasoline 
 
 Uniformed personnel – uniforms, badges, safety shoes 
 
 Fire and emergency – hose, medical supplies 
 
 Administration – office supplies, computer paper and supplies 

 
Term contracts result in lower unit costs because of the higher quantities, reduction in 
administrative costs and the elimination of the need for user departments to “split” 
purchases. User departments can order from the vendor directly, so delivery time is 
reduced. 
 
TELEPHONE/WRITTEN QUOTATIONS 
 
Telephone or written quotations are used for purchases that are designated the lowest 
dollar amount category for informal bidding.  

Purchasing staff typically obtains a minimum number of quotations (usually between 
three and five, depending upon the governmental policy) and awards to the lowest 
responsive and responsible bidder. The item, description, price, delivery, and other 
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pertinent information is recorded on an "informal quotation sheet" and filed with the 
purchase order or the buyer's files.  

Informal bids may have the greatest possibility for abuse. Unless there is an established 
procedure for selection of suppliers, the same companies may be continually used. 
Purchasing offices may be accused of showing favoritism by suppliers who feel they are 
too infrequently contacted for quotations, particularly if they are local suppliers.  

Rotating suppliers is one way to alleviate this. Buyers may contact the supplier who 
previously furnished the product then select other suppliers by rotation. Even this method 
is difficult when there are consistently "good" suppliers who can be depended upon to 
provide low pricing and excellent service. One way to handle this is to contact more than 
the required number of suppliers and include the dependable suppliers as well as those on 
the rotation schedule.  

These quotations are public information upon award. Disclosing pricing to suppliers 
during the process is unethical. Commonly known as "auctioning," a buyer tells one 
supplier the prices, allowing that supplier an opportunity to bid a few cents lower than the 
lowest cost.  

 
EMERGENCY PURCHASES 
 
Emergency purchasing is the another method of 
procurement. An emergency exists when there is the 
possibility of danger to citizens or employees or when 
a governmental function is in jeopardy because of 
conditions beyond the entity’s control. Poor planning 
does not justify an emergency. 
 
Even in emergency situations, Purchasing should make 
a competitive purchase using telephone quotations. In 
emergencies, the fastest delivery is the basis for award. 
If the lowest cost vendor cannot deliver immediately, 
award is made to the next lowest price vendor with the 
quickest delivery. If there is not sufficient time to 
obtain competitive quotations or if the user department 
has to handle the purchase or repair, written 
justification should be maintained with the purchase 
order.  
 
 
 
 
 

Real World Example 
 

Toilet paper on way to 
Trenton City Hall 

 
March 2012 

By: Matt Fair 
 

“City employees are flush with relief 
today after officials with Mayor Tony 
Mack's administration said they'd 
moved forward with an emergency 
purchase of toilet paper and paper 
towels as supplies have nearly run 
out in city buildings.” 
 

Click Here for Article 
 

https://www.nj.com/mercer/2012/03/toilet_pap
er_on_way_to_trenton.html 



 

 5-4  
 

SOLE SOURCE PURCHASES 
 
Another method of purchase is sole source. A sole source situation exists when there is 
only one vendor who can provide the product or service or a particular brand is required 
for compatibility or repair. Preference for a particular brand is not justification for a sole 
source. The user department should provide written justification explaining why a sole 
source is required. Purchasing offices should maintain a “sole source” file which contains 
department justifications, research material and documentation from manufacturers. 
 
 
SINGLE SOURCE PURCHASES 
 
The final method of purchase is single source. Single source typically occurs after the 
government completes a thorough analysis of all possible suppliers for the goods or 
services. In many cases, the government choose a single source provider based largely on 
the price offered and/or quality of goods or services. The Purchasing offices should 
maintain a “single source” file which contains justifications, analysis, and research 
material. 
 
TERM CONTRACTS 
 
If items are purchased frequently and the cumulative costs are an amount that requires 
competitive sealed bidding, annual or term contracts may be utilized. Bids are made on 
an annual or semi-annual basis; pricing is fixed for the length of the contract. Quantities 
may or may not be firm and are often bid as estimated amounts. Examples of 
commodities where term contracts are beneficial include: 
 

 Road materials — asphalt, concrete, and crusher run 
 Water and sewer requirements — pipe, meters, and repair parts 
 Fleet maintenance — automobile repair parts, gasoline 
 Uniformed personnel — uniforms, badges, safety shoes 
 Fire and emergency — hose, medical supplies 
 Administration — office supplies, computer paper, and supplies 

 
Term contracts result in lower unit costs because of the higher quantities, reduction in 
administrative costs, and the elimination of the need for user departments to "split" 
purchases. User departments can order from the supplier directly, so delivery time is 
reduced, and the department doesn't have to requisition items through the purchasing 
office.  
 
A blanket purchase order may be one type of document issued for the term or annual 
contract. As noted earlier, term or annual contracts are used primarily for items which are 
repetitively purchased and the dollar amount requires competitive bidding. Expiration of 
the contract is either by term, quantities, or total dollar amount. Departments purchase 
directly from the vendor using the blanket purchase order without having to requisition 
items through the purchasing office. 
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Volume buying is the primary advantage for use of these contracts. The government 
realizes greater savings by bidding the entire quantity at one time rather than purchasing 
the items on an as needed basis over a period of time. 
 
 
FIELD PURCHASE ORDERS 
 
Field purchase orders or vouchers are documents issued directly by the user department 
to a vendor. Authority is delegated based upon a dollar amount that allows the user to buy 
instead of requisitioning through the purchasing office. Competitive quotes are usually 
not required. 
 
These types of purchases should be periodically reviewed by purchasing staff to ensure 
that departments are not “splitting” items to avoid the dollar requirement that purchasing 
handles. 
 
Larger government entities have replaced field purchase orders with purchasing cards (P-
Cards), which provide greater procurement and financial oversight while maintaining 
ease of use for the departments. 
 
 
PETTY CASH PURCHASES 
 
Extremely low dollar purchases that do not justify the cost and time of issuing a 
document should be handled by petty cash reimbursement. Procedures should be 
established stating the types of purchases that will be handled by petty cash, the 
documentation required for reimbursement and when and how reimbursement will be 
made. The Finance Department usually has responsibility for reimbursement to the user 
department. 
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PROCUREMENT CARDS 
 
Purchases by use of a purchasing/credit card is a method 
of handling small purchases. Departments provide cards 
to authorized individuals who use them for pre-approved 
purchases. The cards are also an efficient method to 
handle travel expenses, as per diem advances can be 
eliminated. 
 
The supplier, whether a bank or a credit card company, 
can program cards to allow only those items or services 
which have been approved to be purchased by 
individuals. Reports should be required from the contract 
vendor so that purchases can be monitored to ensure 
compliance with procedures. Policies and procedures 
should be established regarding the use of P-Cards since 
this method of purchase may be abused. In addition, 
many states have laws regulating the use of purchasing 
cards.  
 
 
For example, local governments are authorized to participate in the State of Georgia’s P-
Card program. To learn more about the Statewide Purchasing Card Policy, visit 
http://doas.ga.gov/assets/State%20Purchasing/PCard%20Marketplace%20Documents/PC
ard_Policy.pdf 
 
In addition, Georgia counties, municipal corporations, local school systems and 
consolidated governments are required by O. C. G. A. § 36-80-24(d) to promulgate 
specific policies regarding the use of such government purchasing cards or government 
credit cards.  
 
These policies shall include the following: 
 

(1) Designation of officials who shall be authorized to be issued such government 
purchasing cards of government credit cards; 
 

(2) A requirement that, before being issued a government purchasing card or 
government credit card, authorized users shall sign and accept an agreement with 
the county, municipal corporation, local school system, or consolidated 
government issuing the government purchasing card or government credit card 
that such users will use such cards only in accordance with the policies of the 
issuing governmental entity; 
 

(3) Transaction limits for the use of such cards; 
 

Real World Example 
 
Denver audit finds expense cards 
misused in $2.1 million of city 
purchases 
 
October 2018 
By: Andrew Kenney 
 

“The auditor’s office took issue with 
the way the money was spent, but not 
necessarily what it was spent on. The 
report found that employees were 
wrongfully splitting up purchases to 
duck limits on card spending, and 
that they were using the cards for 
recurring transactions that aren’t 
supposed to go on P-cards.” 
 

Click Here for Article 
https://www.denverpost.com/2018/10/23/denv

er-audit-expense-cards-misused/ 
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(4) A description of purchases that shall be authorized for use of such cards; 
 

(5) A description of purchases that shall not be authorized for use of such cards; 
 

(6) Designation of a government purchasing card or government credit card 
administrator; 
 

(7) A process for auditing and reviewing purchases made with such cards; and 
 

(8) Procedures for addressing a violation of such purchasing card or credit card 
policies and imposing penalties for violations including, but not limited to, 
revocation of purchasing card or credit card privileges. Nothing in such 
procedures or any administrative action taken pursuant thereto shall preclude any 
other civil or criminal remedy under any other provision of law. 

 
The Government Finance Officers Association has a best practice related to purchasing 
cards. To view the best practice, visit www.gfoa.org Products and Services, Best 
Practices and Advisories, Cash  Management, Purchasing Card Program. 
 
 
E-PROCUREMENT 
 
“E-procurement” is a term that signifies replacing the paper-laden solicitation process 
with an electronic one.  E-procurement systems can range from a single “module” of a 
much larger Enterprise Resource Planning (ERP) system (i.e., SAP, Oracle, Arriba) to a 
standalone system (i.e., Bidengine) to an outsourced system that can often be “free of 
charge” to the agency.   
 
An E-procurement system allows marketplace suppliers 
the capability to log-in to your purchasing system, view 
your solicitations, and respond with their prices, terms and 
conditions directly. 
 
This is a significant change in the procurement world and 
many more states and local governments will change to E–
procurement. Two additional items we will discuss in this 
course. 
 
The first discussion focuses around E-signatures. If your 
agency has an E-procurement system, it is important that 
your agency also have an E-procurement policy which 
includes the permissible acceptance of E-signatures for 
binding purposes. Failure to do so may lead to 
unenforceable awards if ever challenged, although case 
law is still being established. 
 

Real World Application 
 

North Carolina’s E-Procurement 
 

 
 

Visit http://eprocurement.nc.gov/ 
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The second item to look at is the "popular" use of E-procurement systems for "reverse 
auctioning." An auction is where a seller offers a product or service to prospective buyers 
who bid up the price until a "highest priced" bidder is discovered. A reverse auction is 
where a buyer is identified for a product or service and sellers bid down the price until a 
"lowest priced" seller is discovered. Reverse auctions are typically used for bulk product 
purchases (i.e., fleet vehicles). 
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LESSON 5 SUMMARY 
 

1. Informal bidding is the method used for “small dollar” items and accounts for the 
majority of the government’s purchases.  

 
2. Telephone or written quotations are used for purchases that are designated the 

lowest dollar amount category for informal bidding. Purchasing staff obtains a 
minimum number of quotations (usually between three and five, depending upon 
the governmental policy) and awards to the lowest responsive and responsible 
bidder.  

 
3. An emergency purchase may be made when there is the possibility of danger to 

citizens or employees or when a governmental function is in jeopardy because of 
conditions beyond the entity’s control.  

 
4. A sole source purchase situation exists when there is only one vendor who can 

provide the product or service or a particular brand is required for compatibility or 
repair.  

 
5. Term or annual contracts are used primarily for items which are repetitively 

purchased and the dollar amount requires competitive bidding. 
 

6. User departments may also purchase using field purchase orders, petty cash, or 
purchasing cards. 

 
7, Policies and procedures should be established regarding the use of P-Cards since 
 this method of purchase may be abused. 
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LESSON 5 EXERCISE 
 
Review the following articles related to purchasing cards and answer the corresponding 
questions related to each article. 
 
Article 1  
 
Denver audit finds expense cards misused in $2.1 million of city purchases 
Auditor’s office takes issue with way money was spent, but not necessarily what it was 
spent on. 
 
By Andrew Kenney | akenney@denverpost.com | The Denver Post 
PUBLISHED: October 23, 2018 at 4:11 pm | UPDATED: October 23, 2018 at 4:12 pm 
 

City employees spent $2.1 million on purchase cards in violation of the Denver 
government’s rules, according to a new report from Denver Auditor Timothy O’Brien. 

The auditor’s office took issue with the way the money was spent, but not necessarily 
what it was spent on. The report found that employees were wrongfully splitting up 
purchases to duck limits on card spending, and that they were using the cards for 
recurring transactions that aren’t supposed to go on P-cards. The audit covered a nine-
month period from August 2017 to May of this year. 

Many of the purchases should instead have gone through staff at the city purchasing 
division, where they could be put through a competitive bid process. The purchasing 
division agreed to address the problem. 

“We need to make sure the correct checks and balances are in place to get the city the 
best deals, save taxpayer dollars and avoid fraud or waste,” O’Brien said in a written 
statement. 

O’Brien’s team also found that the city still makes 60 percent of its payments by check, 
rather than cheaper electronic methods. And the city’s procurement and payment process, 
while “generally well designed,” are split up across several inconsistent databases, the 
report states. 

The report also found that city employees were falling short of requirements that are 
meant to ensure purchases are wise. In a random sample of 10 bid solicitations, only two 
were verified to have gone through the required steps — including rules that say the 
purchasing department must conduct a cost analysis and ensure there are enough bids. 

The audit also found problems with “bidding exceptions” — the purchases that skip the 
normal bidding process. Out of 30 reviewed exceptions, the auditors couldn’t find proper 
authorizations for 10. 
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On the apparent bright side, city officials have been reporting fewer unauthorized 
purchases since 2014. The auditor’s office had recommended better tracking of the 
purchases in 2013. 

The purchasing department agreed to all the auditors’ recommendations. 

 
Questions related to Article 1  
 
Discuss areas of concern with the current purchasing process based on the information 
provided. 
 
 
 
 
 
 
 
 
 
What are the risks of fraud, waste or abuse associated with the current process? 
 
 
 
 
 
 
 
 
 
What checks and balances would you implement to address the concerns? 
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Article 2  
 
 
Internal audit in 2009 found former county manager's son defrauded taxpayers 
 
by Jennifer Emert Thursday, April 5th 2018 
 
 
ASHEVILLE, N.C. (WLOS) — A Buncombe County internal audit found Michael 
Greene defrauding taxpayers in 2009. Due to the federal investigation, News 13 now 
knows the punishment was left in the hands of his mother, then county manager Wanda 
Greene. 
 
Michael Greene now faces federal charges of conspiracy to defraud the government and 
fraud for conspiring with his mother. 
 
Both Michael and Wanda Greene are named in the 56 count indictment but will have 
their own lawyers when they head to court April 13th. Today Attorney Thomas 
Amburgey who’s representing Wanda Greene said in a statement Greene's been working 
with federal investigators. When News 13 reached out Michael Greene’s attorney, Ted 
Besen they had no comment about the charges. 
 
In 2009 Michael Greene kept his job, but had his county credit card privileges revoked 
after an internal audit found what the county called "systematic fraud against the 
government of Buncombe County." 
 
Michael Greene resigned from his job as a county information systems security officer in 
August of 2017, the same day the federal government made public their investigation. 
Greene started working for the county 13 years before as a temporary employee in the 
planning department, but became a permanent employee in human services a year later. 
 
According to the indictment, in October of 2007 Michael Greene received a county 
Pcard, or county credit card, and was allowed to review and approve his own purchases, 
which was not the ordinary practice for the county. 
 
Less than two years later, an audit found Michael had engaged in what the county calls, 
"systematic fraud against the government of Buncombe County." Michael Greene kept 
his job, but the county never issued him another Pcard 
 
The indictment claims from 2007 through 2009, when Michael had a Pcard, he used that 
card to make $1,653.56 in improper wireless purchases for two private phones he paid for 
with county funds. Forty-nine of the counts against Greene result from these charges. 
 
Other personal purchases on Michael Greene's Pcard included a $119.00 electric 
toothbrush, two external hard drives costing $331.82 and $299.98, and $134.98 in home 
theater accessories, and more than a dozen movies among the 50 plus items he bought 
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from Amazon. He spent $970.77 at Staples for items that included a $149.99 digital 
picture frame, and more purchases. Greene spent $249.99 for an external hard drive and 
$284.99 for a computer monitor at Best Buy. He also treated himself to pizza, donuts, and 
New York City theater tickets to Young Frankenstein and E-books at taxpayer expense. 
 
The total on Michael Greene’s Pcard for the purchases between 2007 and 2008 was over 
$7,479.18. 
 
The county ultimately revoked Michael's Pcard privileges. In 2011, according to the 
indictment, the Greene's scheme shifted after Michael lost his privileges and Wanda 
Greene turned in her cards. 
 
Wanda Greene determined what action to take against her son. He was neither terminated 
nor suspended, instead ordered to reimburse the county over $1,579.21. In a previous 
interview County Commissioners say they were never sure of his exact role for the 
county. 
 
"I've asked for five years what he did. We don't know. I couldn't ever get an answer,” said 
County Commissioner Mike Fryer. 
 
After Michael was caught, the indictment says the Greene's scheme changed to using the 
cards of others who were subordinate to Wanda Greene. 
 
According to the indictment, Michael Greene had a photocopy of one of those 
subordinate's county credit cards until July when it was recovered by law enforcement. 
 
During one of those searches, law enforcement also found a series of emails exchanged 
between mother and son, in September of 2016 after Wanda used a subordinate’s card to 
buy a new I-phone 7 with a $40.00 upgrade for Michael. Michael emailed, "Glad phone 
will make it before trip. Will be fun to play with. I may stop and get a case somewhere.” 
Wanda replied, "Just give me receipt on case and I'll get money back. I need to give you 
credit card info. for ordering things. I use [TMW's], a reference to one of the county 
employee’s procurement cards who Wanda Greene used." Michael responded, "Thanks 
very much. I'll try VZW store first to see if they can add it to the account." 
 
According to the indictment in December of 2013, a gift card was used to renew the 
Sam's Club family membership for Wanda Greene, Michael Greene and another family 
member. 
 
At issue is how gift cards were purchased and used. Next week the county will implement 
a new policy.  
 
The indictment claims Michael used gift cards at Walmart to purchase a Nintendo Switch 
video game console and accessories, hair coloring, beer, and other groceries. The Sam's 
Club purchase also included $100.00 in iTunes gift cards using Michael Greene's 
membership number. 
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According to the indictment Michael Greene had two personal phones that the county had 
bought until August when law enforcement seized them. 
 
The US Attorney’s Office Thursday said the investigation into allegations of criminal 
activity in Buncombe County’s government is ongoing. 
 
 
Questions related to Article 2 
 
Discuss areas of concern based on the information provided.  
 
 
 
 
 
 
 
What are the risks of fraud, waste or abuse associated with the current process? 
 
 
 
 
 
 
 
Discuss recommended policies to implement regarding the use of purchasing cards. 
 
 
 
 
 
 
 
After policies identified above are implemented, define ongoing monitoring activities to 
ensure compliance with the policy.  
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LESSON 6 
 
THE PURCHASING PROCESS: 
RECEIVING, INSPECTION,  
PAYMENT AND DISPOSAL 
 
 
INTRODUCTION 
 
Continuing on with the procurement cycle, we have looked at how solicitations are 
drafted, decisions about the method of procurement are made, and how market responses 
are received. Having actually purchased something, we now need to examine how to 
receive and process it, as well as how to dispose of it when its useful life has past. 
 
 
OBJECTIVES 
 
Upon completing this lesson, the participant should be able to: 
 

 Recall the receiving process including the importance of inspection 
 

 Identify the invoice payment process 
 

 Recall the process for disposal of a government’s capital assets 
 

SCOPE AND RESPONSIBILITY 
 
The final steps in the purchasing process involve receipt of materials, supplies or 
equipment, inspecting to ensure that specifications have been met, payment of the vendor 
or contractor and disposal of property. 
 
In larger governments, purchasing may be responsible for materials management to 
include receiving, warehousing, and inventory/distribution. One such example is the 
Purchasing Department in Walker County, Texas: 
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Unless the jurisdiction is large enough to support a central receiving area or maintain a 
separate warehouse, the user departments generally have responsibility for receipt and 
inspection of what has been ordered. Purchasing staff is usually notified if items are 
incorrect or damaged so that they can contact the vendor to correct the error. 
 
RECEIVING 
 
Items are shipped to the address stated on the purchase order. Purchasing should be 
careful to have a correct “ship to” address when placing an order so that delays do not 
occur because items are delivered to a wrong address. A copy of the purchase order 
indicating delivery date should be forwarded to the user department. If items are not 
delivered by the specified date, then purchasing staff should be contacted to follow-up 
with the vendor. 
 
An order may be shipped incomplete due to being temporarily out of stock or a longer 
than normal delivery time. The packing slip shows the item as a “back order.” The 
shipment should be documented as a “partial shipment” so that payment is not made for 
the undelivered items. 
 
These "little" communication points are important, especially where different people will 
perform different functions along the way. For instance, the receiving clerk may pass the 
packing slip along to a warehouse clerk who will enter receipt of the information into a 
financial system who will then pass along additional paperwork to a financial clerk in 
order to process payment. 
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INSPECTION 
 
Inspection involves checking items to verify they are “per specifications”, the 
correct quantity has been delivered and there is no damage. The person who 
receives the order should check to determine that the quantity delivered 
matches the amount stated on the purchase order. If the order is correct, it 
should be noted on a receiving report. If it is not feasible to inspect the order 
immediately, the delivery ticket, or “packing slip” should be kept so that the 
quantity can be verified at a later date. 
 
Either a copy of the receiving report or a copy of the purchase order should be forwarded 
to the accounts payable or accounting department confirming the order is correct and is 
ready for payment. 
 
Often, inspecting items prior to the time they will be used is not practical. Damage that is 
discovered at a later time is a “latent defect” and the user department, warehouse 
personnel, or purchasing staff should contact the vendor so that the items can be replaced. 
 
As discussed in previous chapters, if the item was ordered “FOB Delivered” and damage 
occurred during shipment, the vendor has responsibility to contact the carrier for 
compensation. If the order was designated “FOB Source”, the responsibility is the 
buyer’s. 
 
 
TESTING 
 
Commodities such as ammunition, chemicals for water or sewer treatment plants, and 
emergency equipment must be tested prior to being used. Jurisdictions may have the 
capability to test on site or may use state agencies, universities, or joint facilities to 
ensure compliance. Purchasing may assist user departments in locating test sites. Testing 
requirements must be stated in your specifications. 
 
 
SAMPLES 
 
When samples are requested this must be a part of your 
specification. It should also be stated if they are to be 
provided at no cost to your jurisdiction. Samples should be 
kept throughout the contract period for quality assurance, 
meaning that future products can be compared to the 
original sample to ensure that cheaper substitutions are not 
made later in the contract period. 
 
 

Real World Application 
 

City of Corpus Christi, TX 
 

 
 

Visit  https://www.cctexas.com 
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STORAGE 
 
If a jurisdiction does not maintain a separate warehouse, it must have a location where 
items can be stored until they are ready to use. The area should be clean and dry where 
items are to be physically located, particularly if the products are paper or forms. 
Hazardous chemicals require an area where proper temperature control can be 
maintained. Whether the location is a separate room or a closet, it should be locked and 
care should be taken that loss or theft does not occur. 
 
 
PAYMENT 
 
After an order has been received and verified, it is forwarded to the accounts payable or 
the accounting department for payment. In larger jurisdictions payment is a separate 
function from purchasing. A smaller jurisdiction, however, may have purchasing staff 
check the purchase order, packing slip and invoice prior to issuing payment. Entities that 
have automated systems allow the receiver to enter a clearance to approve the order for 
payment. Invoices are reconciled against the PO prior to payment. 
 
Payment Terms 
 
Governments and educational entities should have an established payment term that is 
stated in a vendor manual and in the general terms and conditions of bid documents. Most 
public entities pay on a “net 30” basis. Payments taking longer than 45 to 60 days affect a 
vendor’s cash flow which may result in complaints to elected officials. Procedures should 
be established to ensure that user departments forward documents for payment as soon as 
orders are received and verified. 
 
If all items have been received, the order is marked “complete” and payment is made for 
the entire purchase order. If all items are not delivered because of a “back order,” partial 
payment should be issued for those items that have been received. Believing that 
purchase orders should not be paid until all items have been received because the vendor 
will not ship the remaining order if he receives partial payment is a fallacy. Unless there 
are performance problems with a vendor, which should be documented and handled as a 
separate issue, partial payments should be made, as they allow vendors to deliver those 
“in stock” items quickly and ship longer delivery items at a later date. 
 
Discounts 
 
Discounts are an acceptable practice in the public sector and allow entities to realize 
savings. Discounts, such as “1% net 30 or 2% net 10” mean that a vendor will allow the 
government to take a percentage off the total amount if the invoice is paid in the specified 
number of days. Payment should be made according to the terms, as the discounted 
amount was applied to the bid award price. 
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Let's take a look at a hypothetical bid tabulation in order to determine how discounts play 
a part in the evaluation/award process.  
 

 
 
As you can see, Vendor B is the low bidder prior to any discount application. However, 
with the fact that Vendor B does not offer a discount, and Vendor C does, Vendor C 
becomes the lowest bidder after the discount is applied. 
 
It is very important that if discounted terms are accepted, then payments must be made 
within the discounted terms in order to realize the savings. Not paying within the 
payment terms will mean that the organization will pay full (non-discounted) price and 
the organization will be overpaying to a supplier who is not the lowest priced. Therefore, 
discounts should only be taken into consideration if your organization can comply with 
the payment terms.  
 
 
DISPOSITION 
 
Equipment and supplies that are no longer usable should be declared surplus and 
disposed of in accordance with the requirements of public law. Supplies can be disposed 
of by “sale” to user departments, donated to other governmental entities or destroyed if 
obsolete. The governing body is usually required to declare the items “surplus” prior to 
disposal and determine the method of disposal. 
 
Methods of disposition include: 
 

 Sale or donation to other governmental entities 
 

 Disposal by public auction 
 

 Disposal by sealed bids or spot bids. 
 

 Internet Sales (on-line auctions). The site, www.govdeals.com, allows 
governments to list their property to be sold to the highest bidder 
 

 Trade-ins included in bid documents for replacement equipment 
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Donations to individuals are discouraged or expressly prohibited in the public sector to 
avoid the appearance of favoritism and unethical behavior. 
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LESSON 6 SUMMARY 
 

1. Unless the jurisdiction is large enough to support a central receiving area or 
maintains a separate warehouse function, user departments generally have 
responsibility for receipt and inspection of orders. 

 
2. Inspection involves checking items to determine they meet specifications, the 

correct quantity has been delivered and there is no apparent damage. 
 
3. Damage that is discovered at a later date is called “latent defect.” 
 
4. After an order has been received and verified, it is forwarded to the accounts 

payable or the accounting department for payment.  
 
5. Partial payment should be made when a purchase order is incomplete due to back 

orders. 
 
6. Discounts should be paid within the designated time, as the discount amount was 

applied to the bid award. 
 

7. Equipment and supplies that are no longer usable should be declared surplus and 
disposed of in accordance with the requirements of public law. 
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LESSON 6 EXERCISE 
 

 
 
 
 
 

 

 
 
 

 
 
 
 
 
 
 
 

Hanna is responsible for inspection in the purchasing process. 
She has just received items that had been requested. Order the 
steps that Hanna should take when inspecting these items, 
assuming the items are per specifications. 
 
  Forward copy of receiving report to accounts 
  payable or accounting department  
 
  Notation of order on receiving report 
 
  Verify quantity received matches purchase order 
  and there is no damage 
 
  
 

Alberto is responsible for storage in the purchasing process. He 
does not have access to a separate warehouse and needs to find a 
location to store the items until they are ready for use. Which of 
the following should Alberto consider in selecting a location?   
(Circle all that apply) 
 
Area is clean and dry 
Proximity to purchasing department 
Temperature control 
Ease of vendor delivery to location  
Separate room or closet accessible to all employees 
Locked separate room or closet  
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Discussion 
 
What are the advantages of paying invoices within the time required to receive a 
discount?  What process (es) would be required to ensure the invoice is paid during the 
discount period? 
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LESSON 7 
 
ACCOUNTS PAYABLE AND  
THE PURCHASING PROCESS 
 
 
INTRODUCTION 
 
Procurement is an essential government function.  Payments to the private sector for 
goods and services are the second largest expenditure for governments.  These 
expenditures flow through the government procurement system and interface with the 
accounting system.  Their volume, in both number of transactions and total dollar 
amount, is huge.  The purpose of this lesson is to describe how purchasing documents 
impact accounting and budgeting. 
 
OBJECTIVES 
 
Upon completing this lesson, the participant should be able to: 

 

 Recall how requisitions are used in the purchasing process 
 

 Define the entries to the accounting ledger for purchase orders 
 

 Recall how direct pays differ from the purchase order process 
 

 Identify the entries to the ledger required for petty cash 
 
 
REQUISITIONS 
 
The payment of goods and services procured for governments are processed through the 
Finance Department.  The majority of payments are produced using two major 
procedures, the purchasing process and direct payments.  The purchasing process usually 
begins when a department enters a requisition (RX) to request that the Purchasing 
Department orders goods.  If encumbrances are used, the requisition pre-encumbers the 
funds, thus reducing the requesting department’s budget by the amount of the requisition.  
Pre-encumbrances and encumbrances represent commitments related to these purchase 
orders and contracts not yet performed.  They are used to control expenditures for the 
year and to enhance cash management. 
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The entry to record the requisition for an office chair would be as follows:   
 

 
 

The tables below illustrates the general ledger and expense budget once the requisition is 
entered. 
 

 
 
Transaction BA is to establish the budget of $1,000. The RX transaction represents the 
RX for $600. The account total is the budget/encumbrance column. The available balance 
includes debits and credits within the budget, less the RX total.  
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PURCHASE ORDERS 
 
When the purchase order is issued, Purchasing creates a Purchase Order (PO) after 
ordering the goods for the department.  The pre-encumbrance is canceled and funds are 
then encumbered.  The encumbered amount will most likely be different from the initial 
pre-encumbered amount.   
 

 
 
 
The entry to release the pre-encumbrance is as follows:  
 

 
 
The entry to record the purchase order is as follows: 
 

 
 
The tables below illustrates the general ledger and expense budget once the requisition 
has been cancelled and the purchase order has been entered. 
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The LQ line is the transaction that cancels (liquidates) the requisition (RX) transaction. 
 

 
 
Notice that the available amount is now $440 instead of $400.  This $40 difference 
represents the new price of the chair. 
 
The encumbrance as a management tool functions the same as expenditures insofar as it 
reduces what you still have available for spending.  However, this doesn’t become an 
actual expenditure for GAAP (Generally Accepted Accounting Principles) purposes until 
the goods or services have been furnished.  Once goods are delivered, a payable must be 
established for the actual cost.  The purchase order is also liquidated (decreased) since it 
has evolved into a payable. 
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The tables below illustrates the general ledger and expense budget once the purchase 
order for the chair has been canceled and a payment voucher has been created.  Funds are 
also pre-encumbered once the new requisition has been entered for the bookcase. 
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Notice that once the invoice is entered, the amount shows up in the general ledger as a 
debit amount and is no longer under the budget/encumbered column.  The journal entry 
for establishing a payable is as follows: 
 

 
  
Once the check has been issued, the accounts payable is released and cash is credited. 
 

 
 

 
 

Notice that the available amount is now $25.  This includes the $400 requisition for the 
bookcase as well as the actual cost of $575 for the office chair. 
 
 
PURCHASE ORDER RECONCILIATION 
 
Each month, the list of outstanding purchase orders should be reconciled to the general 
ledger control account.  In addition, outstanding purchase orders should be reviewed to 
determine whether all items have been received.   Remaining balances on purchase orders 
affect the amount available to spend for a particular account.  Therefore, purchase order 
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balances that represent items that have been received or will not be received (due to out 
of stock or other reasons) should be adjusted.  Adjusting the purchase orders will 
accurately display the total amount available for expenditure. 
 
Let’s assume the bookcase ordered in Problem 3 is received for a total cost of $375.  The 
remaining balance on the purchase order of $25 would need to be removed to show that 
$25 was now available to spend on subsequent purchases. 
 
 
DIRECT PAYS 
 
Not all payments go through the Purchasing Department.  Payments are sometimes made 
using direct payment vouchers.  Usually, the department fills out authorizing documents 
and sends with the vendor invoice to Accounts Payable.  Accounts Payable then 
processes the invoice for payment.  Some examples of these types of payments are: 
 

1. Travel/Registration 
 

2. Utilities 
 

3. Professional Services 
 

4. Legal Services 
 

Unlike requisitions and purchase orders, direct pays do not show up under the 
encumbrance column.  For example, after a department sends Accounts Payable a direct 
payment voucher to pay a $400 monthly utility bill, the payment is entered into the 
accounting system.  Payment is scheduled but it may be several weeks before a check is 
cut, depending on the pay schedule.   
 
The journal entry is as follows:  
 

 
 
Once the check is issued, the accounts payable is released and the offsetting entry is to 
the cash account. 
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PETTY CASH 
 
Petty cash is another type of transaction that does not flow through the purchasing 
department. Departments send a petty cash form to Accounts Payable requesting a 
replenishment of their petty cash funds. Receipts documenting authorized expenditures 
accompany the petty cash form. Accounts Payable enters the information in the 
accounting system to generate a check. The check should be made payable to Petty Cash 
Custodian. Like direct pays, petty cash does not appear in the general ledger under the 
encumbrance column. The table below is an illustration of the journal entries. 
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VENDOR MAINTENANCE  
 
It is important to use a standardized process for creating vendor records. This will lead to 
good data when evaluating vendor purchases and should result in only a single record for 
each vendor.  Naming conventions should be adopted that indicate how “The” in a 
vendor name will be handled as well as abbreviations such as “Inc.”.  Limit the number 
of employees who can set up a vendor. This should assist with standardizing vendor 
names as well as making it less likely fictitious vendors will be created.  
 
Ensure the vendor set up process includes obtaining an Internal Revenue Service Form 
W-9 Request for Taxpayer Identification Number and Certification for independent 
contractors. Lesson 8 will offer additional guidance on immigration documentation 
requirements.  
 
 
TRAVEL  
 
Travel reimbursement are at high risk for fraud and abuse due to the nature of the 
transaction. To manage the risk, it is important to establish a travel policy. The policy 
should establish dollar limits for each meal. In addition, receipts and travel expense 
statements for reimbursements should be submitted in a timely manner as required in a 
travel policy.  Your policy should indicate whether travel advances are allowed and the 
proper follow up once travel has occurred.  
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LESSON 7 SUMMARY 
 

1. The purchasing process usually begins when a department enters a requisition 
(RX) to request the Purchasing Department to order goods.  If encumbrances are 
used, the requisition pre-encumbers the funds, thus reducing the requesting 
department’s budget by the amount of the requisition.   

 
2. The entry to the accounting ledger when a purchase order is issued is a Debit to 

Encumbrance and Credit to Reserve for Encumbrances.  These are considered 
budgetary accounts.  When the invoice is received, this entry is reversed.  The 
invoice will be recorded as a Debit to Expenditure and a Credit to Accounts 
Payable. 

 
3. Direct payment skips the requisition and purchase order steps and sends vouchers 

directly to the Accounts Payable department.  Direct pay is commonly used for 
Travel/Registration, Utilities, Professional Services, and Legal Services.   

 
4. Petty cash reimbursement also skips the requisition and purchase order steps.  

Receipts for items purchased are sent directly to the Accounts Payable 
Department.  The general ledger entry is typically Debit Expenditures and Credit 
Accounts Payable.  When the check is written, Accounts Payable is debited and 
Cash is credited. 

 
5. Vendors should be set up using a standardized process. This should improve the 

data integrity of vendor information.  
 

6. Travel reimbursements should be governed by a travel policy that requires 
supporting documentation and timely reimbursement requests.  
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LESSON 7 EXERCISE 
 
Based on the information provided, fill in the general ledger in order to reflect the correct ending balances. 
 
 

1. On July 1, the administration budget is adopted for the Police Department in the amount of $100,000. 
 

2. On August 2, requisition #1001 is issued to the ABC Company for equipment in the amount of $2,500. 
 

3. On August 5, purchase order #3022 is issued in response to the requisition from transaction #2 in the amount of $2,500. 
 

4. On August 10, requisition #1002 is issued to the Computer Company for monitors in the amount of $3,000. 
 

5. On August 12, purchase order #3023 is issued in response to the requisition from transaction #4 in the amount of $3,200. 
 

6. On September 15, purchase order #3022, issued in transaction #3 is filled at an actual cost of $2,875. 
 

7. On December 5, check #1567 is written for legal services to Law Offices, Inc. in the amount of $550. 
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LESSON 8 
 
PURCHASING DOCUMENTATION  
AND RECORDS 

 
 
INTRODUCTION 
 
People often say that public sector purchasing operates in a fishbowl. Like other 
governmental and educational functions, everything is open to public scrutiny and 
transparency. An example of this is the Georgia Open Records Act.  
 
Georgia's Open Records Act reads, in part, as follows:  OCGA 50-18-70(b)(2) 
 

 
 
As one can read, the Act states that "all documents" are included. This is representative of 
most if not all states, which translates into a need to understand the requirements and 
establish a written process within the purchasing department. 
 
Purchasing is particularly vulnerable because it expends taxpayer dollars. Citizens are 
concerned about what is being purchased and how much it costs. Vendors and contractors 
are concerned with how and to whom the contract is awarded. In addition, elected 
officials are pressured by constituents, particularly the local vendors, who claim they are 
being treated unfairly because too many dollars are being spent outside of the 
jurisdiction. 
 
As a survival technique and, more importantly, to ensure that all procurements are 
handled in compliance with pertinent state and local laws and policies and procedures, 
purchasing must keep detailed documentation of all transactions. Procedures should be in 
place for each method of procurement. Documentation should exist for each step in the 
process and any deviations from normal procedures should be justified. 
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OBJECTIVES 
 
Upon completing this lesson, you should be able to: 

 
 Recall required documentation for the purchasing process 

 
 Identify levels of authority in the purchasing process 

 
 Recall purchasing documents required for retention 

 
 Identify time requirements for records retention 

 
 
LEGISLATION 
 
The policy of the government or school district regarding purchasing is 
expressed in an ordinance, code, or regulations adopted by the governing body. 
This enabling legislation establishes the purchasing operation, delegates 
responsibility to one person or department and empowers the office with 
sufficient authority to perform the procurement function.  
 
Authority should be specifically stated or “expressed” in the legislation. There should 
also be “implied” authority, which may not be specifically stated, but is necessary to 
carry out the expressed authority. For example, the purchasing office is specifically 
authorized to enter into contracts for supplies and services. This is expressed authority. 
Legislation does not specifically allow the purchasing agent to sign contracts; however, a 
contract must be signed before it is an executed document. The purchasing agent’s ability 
to sign the contract is implied authority.  
 
Legislation should also include: 
 

 Dollar limits that require competitive sealed bids or competitive sealed proposals 
 
 Approved purchase methods for small dollar purchases, emergency purchases, 

and sole source purchases 
 
 Dollar amount of purchases that require governing body approval 
 
 Legal requirements and methods for advertising bids and proposals 
 
 Local preference, minority preference or set-aside programs 
 
 Acquisition, disposition and sale of real and personal property 
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PROCEDURES MANUALS 
 
A purchasing operation cannot be effective without procedures. 
Procedures should mirror the legislation, detail the steps in all 
processes and provide an explanation of how specific activities should 
be handled. They should be incorporated into manuals and provided to 
each person who has responsibility for purchasing functions, user 
departments and vendors who have interactions with purchasing staff. 
 
This information is important to know if you are a supplier, as it tells you who is 
responsible for the procurement of your services in two separate ways. It also clearly 
delineates responsibility to all user departments for these services. 
 
Types of procedures manuals for purchasing include: 
 

 Internal procedures for purchasing staff that detail all purchasing methods and 
internal processes 

 
 Procedures for user departments that state how to obtain required materials, 

equipment and services 
 
 Procedures for vendors that explain how to do business with the government 

 
 
FILES 
 
Files should be organized so that information is easily accessible. Because much of what 
government buys is repetitive, purchasing staff should research previous purchases for 
vendors who submitted bids, the awarded price and other information pertinent to the 
current purchase. Vendors and contractors who submit bids often want to know the 
previous purchase price. Newspaper reporters may request information under the Open 
Records Act. Citizens and elected officials may want to see how a purchase was handled 
and which vendors were requested to bid. 
 
Files that should be maintained in the purchasing office include: 
 

 Bidder’s List, filed alphabetically and/or by the commodity or 
service provided by suppliers 

 
 Purchase order files filed alphabetically or numerically 
 
 Requisition files filed by user department 
 
 Bid, proposal and quotation files (completed) filed by user department or 

assigned number 
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 Bid, proposal and quotation solicitations (issued but not opened) filed by user 
department or assigned number 

 
 Vendor performance files filed alphabetically 
 
 Miscellaneous files, such as state contracts 
 

Of course, many governments are moving to a paperless system.  Electronic versions of 
the above documents must be organized for easy retrieval and archiving. 
 
Bidder’s List 
 
The Bidder’s List is a list of vendors and contractors who have requested to furnish 
commodities, equipment, or services to the government or educational entities. 
Information on the bidder’s application should include the company name and address, 
number of years in business, principal owners and officers, the representative who will be 
conducting business with automation and accessed by vendor name and commodity. 
 
Purchasing staff utilize the Bidder’s List to select vendors and contractors when soliciting 
bids, so it is important that potential bidders list all commodities and services they 
provide. When the application is submitted, vendors should be notified if purchasing is 
unable to mail bids to all suppliers. Alternate ways of advertising upcoming solicitations 
should be available. 
 
Purchase Order Files 
 
Purchase order files should include documentation that provides a history of the 
purchase. A “quotation form,” attached to the purchase order, explains how the purchase 
was made and includes the following information: 
 

 Vendors who provided quotations, including name of the company representative 
 
 Unit prices, extended to total prices 
 
 Delivery date 
 
 Shipping or delivery charges 
 
 Other information pertinent to the purchase 

 
Any activity or problem that occurs after the purchase order has been issued should be 
documented and maintained with the purchase order. Good documentation is essential to 
a successful purchase. Each step of the process should be easy to follow. 
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Bid and Proposal Files  
 
Completed 
 
Similar to the PO, a bid file is a history of what occurred during the bid or proposal 
process. Bid and proposal files should be carefully documented because they represent 
the higher dollar purchases and undergo the most scrutiny by citizens, vendors and 
contractors.  
 
The following should be included in the files as standard information: 
 

 Copy of legal advertisement, showing description of purchase, date, time and 
location of opening; information regarding pre-bid or pre-proposal conference; 
grant requirements; minority business requirements; where the solicitation can be 
obtained and the name of the person to contact for questions 

 
 List of vendors or contractors to whom solicitation was mailed and an updated list 

containing the names of those who requested the solicitation after advertising 
 
 A copy of the solicitation 
 
 Names and telephone numbers of those company representatives who attended the 

pre-bid or pre-proposal conference and the opening 
 
 Questions received regarding the solicitation 
 
 Copies of the addenda issued 
 
 Original bid or proposal documents received from vendors, showing signature of 

person who opened the document and the date and time opened 
 
 Recommendation from user department for award 
 
 Copy of award notice and notice to proceed 
 
 Copy of executed contract 
 

While it is important to keep all information regarding the solicitation in the file, care 
should be taken to include only what is necessary and pertinent to the procurement. Any 
miscellaneous notes made by the purchasing agent, draft documents, or corrections 
should be kept in a separate “work file.” While creating a solicitation, many work 
documents, like specification drafts, are used to arrive at a final product. These work 
documents are not part of the final solicitation and therefore should not be in the final 
file. 
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Unopened 
 
Purchasing offices usually maintain a separate file for bids and proposals that have been 
issued or “put on the street” but not yet been received and opened. These are the same 
documents as the completed bid and proposal files and will be moved to their location 
after award. 
 
Vendor Performance Reports 
 
Having a current file documenting vendor performance 
is important, as this file forms the basis to remove a 
vendor from the entity’s bidder’s list should problems 
occur. Outstanding performance, as well as problems, 
should be included in this file. 
 
If the vendor performance program is to be effective, the 
user departments and purchasing staff must work 
together, particularly if the user department has 
responsibility for receipt and inspection. A “vendor 
performance” form is a good tool to document problems 
as they occur. Typically, if the user department has 
problems with a vendor, it does not notify purchasing. 
When it is time to make an award, the department may 
not want to award to the bidder. If purchasing has not 
received any type of complaint in writing and has 
nothing on file indicating problems, there is no basis to 
reject the low bidder as “non-responsible.” 
 
RECORD RETENTION 
 
All states should have a retention schedule for paper and electronic purchasing 
documentation. For example, in Georgia, The Georgia Department of Archives maintains 
retention schedules for state and local governments in Georgia. The schedules are 
accessed at the Georgia Archives Website under Government Agencies, Retention 
Schedules. A retention schedule is updated periodically, so you will want to ensure that 
you have the most recent schedule to ensure compliance with state requirements.  
https://www.georgiaarchives.org/   
  

Real World Application 
 

Broward County, Florida 
 

 
 

Visit  
 

http://www.broward.org/Purchasing/docum
ents/vendorperformanceevaluationrequirem

ents.pdf 



 

8-7 
 

 
 
 
 
IMMIGRATION REQUIREMENTS AND PURCHASING 
 
All states require that units of local government comply with several state and federal 
immigration laws. We will use the State of Georgia as an example.   
 
The State of  Georgia requires all local governments, even those with no employees, to 
file an annual report to the Georgia Department of Audits and Accounts through their 
online reporting system by December 31st of each year.  The reporting period is from 
December 1st of the previous year through November 30th of the current year.   
 
The specific reporting requirements, provided in O.C.G.A. §50-36-4,  include 
E-Verify usage by companies contracting for the physical performance of 
services with the local government (O.C.G.A. §13-10-91), E-Verify usage by 
businesses licensed by the local government that have more than ten 
employees (O.C.G.A. §36-60-6), and systematic alien verification for 
entitlements (SAVE) compliance by the local government for anyone 
receiving public benefits from the local government (O.C.G.A. §50-36-1). 
 
E-Verify is an Internet based system operated by the Department of Homeland Security 
(DHS) in partnership with the Social Security Administration (SSA) that allows 
participating employers to electronically verify the employment eligibility of their newly 
hired employees.  Participation in the E-Verify program does not exempt an employer 
from the obligation to obtain a completed Form I-9 form from new hires.   
 
Georgia governments are required by state law to register and use the federal Systematic 
Alien Verification for Entitlements (SAVE) Program.   This program, administered by 
the United States Customs and Immigration Service, is separate from the E-Verify 
program and requires that entities verify the legal status of non U.S. citizens who apply 
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for certain public benefits through a unit of local government.   Registration is required 
on an annual basis by signing a new memorandum of agreement (MOA) with the 
Department of Homeland Security (DHS).    
 
All local governments in Georgia are required to collect an affidavit from any contractor 
who contracts with the local government for the physical performance of services. This 
affidavit must contain that contractor’s E-Verify user number, amongst other information.  
 
The definition of physical performance of services (O.C.G.A. §13-10-90) is defined as 
any contract involving physical labor or services over $2,499.99 in value unless 1.) The 
contractor has no employees (in which case they must present an approved state issued 
identification card/license) or, 2.) The contract is with an individual licensed under Title 
26, Title 43, or by the State Bar of Georgia who is performing the services.   
 
Complying with Georgia Law governing Immigration Reporting can be challenging.  The 
Georgia Department of Audits and Accounts has a number of resources that can be 
accessed with the following link that are sure to be of benefit to you in understanding and 
complying with the law: 
 
 http://www.audits.ga.gov/NALGAD/IllegalImmigrationReformandEnforcementAct.html  
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LESSON 8 SUMMARY 
 

1. The policy of the government or school district regarding purchasing is expressed 
in an ordinance, code or regulations adopted by the governing body. 

 
2. Purchasing procedures should be incorporated into manuals and provided to all 

within the organization who have responsibility for purchasing functions, user 
departments and vendors who provide commodities and services to the 
jurisdiction. 

 
3. Files that should be maintained in the purchasing office include the bidder’s list, 

purchase order files, requisition files, bid, proposal and quotation files and 
solicitations, vendor performance files, and any other files associated with the 
purchasing process. 

 
4. Most states have retention schedules for purchasing documentation.   

 
5. There are a number of laws that govern illegal immigration in the procurement 

process.       
 

6. Most states have mandated that units of local governments comply with state and 
federal laws relating to immigration.  
 

7. Systems, such as the E-Verify and the SAVE Program, have been established to 
facilitate the verification of employment eligibility of newly hired employees and 
the legal status of non U. S. citizens who apply for certain public benefits through 
a unit of local government. In addition, contractors should submit an affidavit 
containing, amongst other items, their E-Verify user name. 
 

8. Governments are required to register for and use the Systematic Alien 
Verification for Entitlements Program (SAVE) to verify the legal status of non 
U.S. citizens who apply for certain public benefits through a unit of local 
government.   
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LESSON 8 EXERCISE  
 
 
 
 
 

 
 
 
 
 
 
 
 
Which of the files should be maintained by the purchasing office and how should each 
file be organized? 
 
Name of File  Organized By 
  
  
  
  
  
  
  

 
 
 

Laura took the day to organize the purchasing office and 
found different types of files around the room.  

Purchase 
Requisition’s 

Vendor 
Performance  Receiving 

Reports 

Invoices 
Payments to 
Vendors 
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LESSON 9 
OTHER PURCHASING ISSUES 

 
 

 
 
INTRODUCTION 
 
By way of wrapping things up, there are a few "loose" items that are common to most 
government procurement departments that we will now review. Almost every entity 
participates in some form of cooperative purchasing, and we'll briefly explore these. 
Preference programs continue to be a part of local purchasing ordinances, usually against 
the protests of the very same purchasing departments who must enforce them; and we'll 
look at warehousing as part of the purchasing function. 
 
 
OBJECTIVES 
 
Upon completing this lesson, the participant should be able to: 
 

 Identify benefits of cooperative purchasing 
 

 Recall characteristics of various preference programs  
 

 Define requirements for a successful warehouse program 
 
 

COOPERATIVE PURCHASING 
 
Cooperative, or joint purchasing, is a method to efficiently utilize the resources of 
governments or school boards. Two or more entities are able to purchase, by a 
cooperative arrangement, commodities or services that are high volume, high dollar and 
high usage. The results are lower unit prices and lower administrative costs. 
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The governing body’s legislation allows cooperative 
buying arrangements that may take several forms: 
 

 Cities, counties, or school boards pool their 
requirements and purchase jointly 

 
 Local entities buy or “piggy back” from other 

local entity contracts 
 
 Local entities buy or “piggy back” from a state 

contract 
 
 Through regional councils or government 

advisory boards 
 
 
Numerous commodities and services that may be purchased through cooperative 
arrangements include gasoline, office supplies, uniforms, automotive parts, water meter 
repair parts, janitorial services, and plant supplies. 
 
If two cities wish to purchase office supplies on an annual contract by a cooperative 
arrangement, they each determine the estimated quantity for the period. One jurisdiction 
prepares and issues the bid, stating in the document that the contract shall be a 
cooperative arrangement. Deliveries are made to each city and payment is issued 
separately. The benefit for the two cities is lower pricing because of the higher volume. 
 
Not all state agencies can be legally utilized without competitive bidding. For example, 
Georgia Corrections Industries is a state agency where the incarcerated make and sell 
various products. The agency, however, is a profit making institution and should be 
considered a vendor. Prices should be obtained competitively and order awarded only if 
the agency submits the lowest responsive bid. 
 
 
FEDERAL CONTRACTS 
 
In certain circumstances, state and local governments buy or "piggy back" from federal, 
or GSA contracts. According to the General Services Administration (GSA) website, 
https://www.gsa.gov/ state and local governments may purchase from all GSA schedules 
in the event of a federally declared disaster. 
 
In addition, there are certain provisions for purchasing information technology equipment 
as well as law enforcement and firefighting equipment. Your purchasing department 
should be aware of the many options that GSA has to offer, and a visit to the GSA 
website to determine whether your government qualifies is prudent.  
 

Real World Application 
 

 
The SHARE program is the direct outcome 
of local governments partnering together to 
identify common needs in the North Texas 
area and developing solutions through 
collaboration and cooperative purchasing 
programs. 

Visit 
https://www.northtexasshare.org/about-

north-texas-share/ 
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PREFERENCE PROGRAMS 
 
Disadvantaged and Small Business 
 
Preference programs for disadvantaged and small businesses were designed and 
implemented in the 1970’s and 1980’s to help minorities and women successfully 
compete to provide products and services to governments. Assistance programs are in the 
form of quotas, percentages and set-asides. 
 
Minority or disadvantaged status is determined by race or sex. Criterion for certification 
is based upon historical inability to successfully compete in the market place because of 
socio-economic conditions. Native Americans, Asian Americans, Hispanic Americans, 
and African-Americans are examples of races that are recognized as minorities. Women 
are also recognized as disadvantaged competitors. 
 
Companies wishing to claim minority status must be 51% owned by the minority. 
Governments usually maintain a Disadvantaged Business Enterprise, or DBE, list of 
approved minority firms. Purchasing staff uses this DBE list for procurements. 
 
Preference programs are adopted by the governing body and are contained in the 
jurisdiction’s legislation. Approval for state or local receipt of federal grants is contingent 
upon having a DBE program in place and at least a portion of the contract being awarded 
to a minority firm. 
 
State Preference 
 
An example of state preference is Georgia Code Section 36-84-1. This law requires that 
local governments in Georgia shall give preference as far as is reasonable for goods 
produced in Georgia. For those purchases exceeding $100,000, the government shall 
consider bidder's references to the multiplier effect on Georgia's economy if the purchase 
were awarded to a Georgia vendor rather than an out-of-state vendor. 
 
As another example, New Mexico Code Section 13-1-21 provides a five percent 
preference advantage for bids from resident businesses and resident manufacturers. This 
works by awarding to the state business or manufacturer if their price is within 5 percent 
of the lowest bid price. Your agency should be aware if your home state has any 
preference laws in order to be compliant. 
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Local Preference 
 
A local preference policy allows a government or school board to make an award based 
upon the vendor being located within the city, county, or state. Local preference policies 
are controversial in public sector purchasing. Those who support preference argue that 
local vendors pay taxes and therefore deserve an advantage 
over non-local vendors for the right to supply commodities 
and services. Those who oppose local preference policies 
feel that preference limits competition and the jurisdiction 
cannot obtain the “best buy.” Their argument is based upon 
local preference favoring one class of taxpayers over 
another. Because preference forces the government to pay 
higher prices for goods and services, citizens pay higher 
taxes to subsidize the local vendors. 
 
The preference policy is adopted by the governing body and 
is contained in the entity’s legislation. It is a political issue 
because vendors and contractors are constituents who play 
major roles in the election of public officials.  
 
One type of preference policy bases award upon a 
percentage method, where the local vendor is awarded the 
bid or contract if his price falls within a certain percentage 
of the lower bidder. 
 
Preference Policy: If a local vendor’s pricing is within 5% of the bid amount submitted 
by a company located outside of the jurisdiction, the local vendor shall receive the bid. 
 

 
 
The percentage difference between the two prices is 5%, therefore Vendor B is awarded 
the bid. 
 
A second type of preference is to designate specific commodities or services to be 
purchased only from local vendors. 
 
Preference Policy: All vehicles will be purchased from vendors located within the 
county. 
 
Vendors located outside of the jurisdiction may refuse to bid when competing with a 
local vendor because of the perceived unfair advantage. Governments with preference 
policies may also face reciprocity from other jurisdictions in that their vendors or 
commodities may be boycotted. 

Real World Example 
 
In Government Procurement, Buying 
Local Is Popular. But Is It 
Beneficial? 
 
March 2018 
By: Katherine Barrett & Richard Greene 
 

 
Visit 

https://www.governing.com/topics/fi
nance/gov-procurement-hometown-

vendors-local-preference.html 
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Buy American 
 
Although not as widely utilized as in the 1960’s and 1970’s, preference for American 
made products is still part of federal grants, particularly federal transit grants. Because of 
company mergers, diversifications of products and expansion to countries outside of the 
United States, it is difficult to determine if a product is truly “American made.” For 
example, an automobile manufacturer may claim that a vehicle is “American made.” The 
manufacturer may be located in the United States but the engine and parts may be 
provided by companies located outside of the U.S. and assembly may take place in 
another country. 
 
The requirements of the Buy American Act are contained in the Federal Acquisition 
Regulations (FAR) and pertain to where the product is actually manufactured. The 
Federal Transit requirements pertain to the procurement of iron and steel products. 
Unless required by state or local ordinance, or unless federal grant dollars are being used, 
the Buy American Act isn't generally a concern for the purchasing department. 
 
CENTRAL WAREHOUSING 
 
The responsibility for warehousing is often assigned to the purchasing function. 
Purchasing staff may be identified as part of the “materials management” of an 
organization; they fulfill the responsibilities of ordering, receiving, inspecting, 
warehousing and storing of items until the supplies are requisitioned by user departments.  
 
The goal of a warehousing operation is to have an adequate supply to meet the needs of 
the user without maintaining more than is required. This is known as “maximizing 
turnover.” 
 
A successful warehouse program requires careful planning. 
The warehouse supervisor must understand the operations 
of the government or school board and anticipate order 
requirements to guarantee availability. This requires 
careful analysis of usage and knowledge of seasonal 
demands. For instance, locating and purchasing rock salt 
and tire chains when a snowstorm is predicted is more 
difficult than doing so at the beginning of the winter 
season. 
 
A sound inventory system is a second requirement for 
successful warehousing. Whether the system is manual or 
automated, a tracking mechanism should be in place to 
assure stock is not depleted. Formulas should be used to 
determine the optimum order quantities and reorder points. 
Items should be stocked “Last In, First Out” (LIFO) or 
“First In, First Out” (FIFO) depending upon shelf life and 
demand. 

Real World Application 
 

City of Valdosta, GA 
 

 
 
Visit 
https://www.valdostacity.com/utilities/
central-warehouse 
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Jurisdictions that do not have the usage to justify a centralized warehouse facility can 
obtain the same benefits by establishing a “Just in Time” contract with a vendor. A 
contract is bid for repetitively used supplies with the requirement that the vendor provide 
the “stock” on an as needed or demanded basis. The user department either notifies the 
vendor when stock is needed, or the vendor routinely stocks a designated area. The 
advantage of this type of arrangement is no inventory carrying costs. Even jurisdictions 
that have warehousing facilities utilize this type of contract for items with a short shelf 
life or to reduce inventory carrying costs. 
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LESSON 9 SUMMARY 
 

1. A cooperative, or joint purchasing arrangement, occurs when two or more entities 
purchase a commodity or service jointly. 

  
2. Types of cooperative arrangements include “piggy backing” by local entities from 

state contracts, “piggy backing” by local and state entities from other local and 
state contracts, jurisdictions purchasing jointly and purchases from regional 
councils or governmental advisory boards. 

 
3. Cooperative purchasing arrangements result in lower unit prices for commodities 

and services because of the higher quantity and lower administrative costs for the 
participating jurisdiction. 

 
4. Preference programs for minority and disadvantaged firms are usually a 

prerequisite for receipt of federal funds. 
 

5. The purchasing department is often assigned the task of warehousing supplies. A 
successful warehouse program requires careful planning and a sound inventory 
system. 
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LESSON 9 EXERCISE 
 
Review the following article related to local preference and answer the corresponding 
questions. 
 
In Government Procurement, Buying Local Is Popular. But Is It Beneficial? 
Governing | by Katherine Barrett & Richard Greene | March 2018 
 
Rita Ferguson is president and co-founder of a 37-year-old specialty 
concrete company, G&F Concrete Cutting Inc. Most of G&F’s work 
consists of providing material for public works projects in and around 
Orange County, Calif. Concrete has been good to Ferguson: Her 
company has been growing steadily over the years, with annual 
revenues between $5 million and $10 million. In 2016, she started 
looking for new, more spacious quarters for it. 
 
With several available sites that seemed reasonable, the company picked a location right 
off Interstate 5 in Los Angeles. The deciding factor was “local preference,” a rule that 
gives companies located in a given city, county or state an advantage in the bidding 
process for contract work inside that territory. Local preference “gave Los Angeles an 
edge,” Ferguson says. 
 
This idea appeals to many jurisdictions, and to many contractors as well. But there are 
plenty of critics who are concerned about the potential impact on the quality of the bids 
and the difficulties in implementing the program. Like other similar economic 
development efforts, including preferences for minority groups, women and the rural 
poor, geographic preferences are rife with trade-offs. 
 
In Los Angeles, local preference works like this: When an L.A.-based firm submits a bid 
for goods or services to the city, the bid is considered as if it were 8 percent cheaper (and 
that much more attractive) than those submitted by nonlocal competitors. 
 
The potential benefits of this idea were first set forth by John Maynard Keynes and other 
economists in the early 20th century. Keynes thought geographic preference helped a 
local economy by keeping money close to home. The national nonprofit known as NIGP: 
The Institute for Public Procurement recognizes that. “As local dollars are spent in a local 
economy,” the institute says, “more jobs are maintained or created and income is 
generated for residents.” 
 
One thing worth noting: The federal government does not allow any locality to use local 
preference on projects that depend on federal dollars for their funding. That limits the use 
of local preference, but it hasn’t made much difference except in the field of 
transportation, where many roads and bridges are partially funded by the feds. Most other 
procurement dollars spent by cities and states do not have a federal component. 
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In the past year, the local preference issue has been invigorated by a separate but resonant 
message emanating from the Trump administration, which has been pushing the notion of 
“Buy America” to persuade companies in the U.S. to procure goods and services from 
other firms based in this country. This past January, President Trump issued a 
memorandum recommending that the secretary of commerce “develop a plan under 
which all new pipelines ... inside the borders of the United States ... use materials and 
equipment produced in the United States to the maximum extent possible.” 
 
As public officials at all levels of government know, there’s a powerful political 
advantage to local preference. What could be more persuasive than a policy that promises 
to use tax dollars to help grow hometown businesses? “Mayors, in particular, want to 
show residents a lot of value,” says Aaron Szopinski, the policy director for the city of 
Milwaukee. “Policy-wise, there’s a good case for it. It’s not a hard argument to make that 
when we spend a lot of money, we’d like to keep as much as possible in the local 
economy.” 
 
Madeline Janis, executive director of the economic policy group Jobs to Move America, 
makes a similar point. “The intention of local preference,” she says, “has always been 
around job creation. Cities want to get as much of the money in their region to their own 
bottom line.” 
 
Chicago Mayor Rahm Emanuel is a true believer when it comes to local preference. 
Companies with headquarters in Chicago get a 2 percent advantage on bids they submit 
to the city. There is an additional 4 percent bonus if a majority of the employees actually 
live in Chicago. But that’s not all: Companies in particularly high-poverty and low-
employment parts of the city can get another 6 percent shaved off their bids. About half 
of Chicago’s bidders are utilizing at least one of those preferences, says Chief 
Procurement Officer Jamie Rhee. “It’s creating jobs by creating local manufacturers. And 
it’s increasing our bidder pool.” 
 
Most of those bidders are relatively small in size. If you’re looking for a vendor for, say, 
helicopters or other multimillion-dollar acquisitions, it’s not likely that they’ll be based in 
downtown Chicago. On the other hand, there’s ample competition for manufacturers of 
footwear in a city that’s home to the Chicago School of Shoemaking and Leather Arts. 
 
Los Angeles adopted its local preference rules back in 2011, when political leaders 
noticed that many large cities had local vendors who were charging 5 percent more than 
their competition based in neighboring states. Given the cost of rent, utilities and 
insurance in L.A., that didn’t come as a surprise. But the city determined that it needed to 
throw in some benefits to create a level playing field for its hometown vendors. “We 
needed to give those businesses a preference,” says Shmel Graham, director of L.A.’s 
Operations Innovation Team. The number of contracts signed in the city through the local 
preference ordinances has varied from year to year, but between 2012 and 2016, about 
$272 million worth of bids for city government work utilized local preference provisions. 
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G&F Concrete Cutting moved its headquarters to Los Angeles to take advantage of its 
local preference rules. (G&F Concrete Cutting Inc.) 
  
The formulas for local preference vary widely. Pasco County, the fastest-growing county 
in Florida, which is located in the Tampa Bay region, doesn’t actually give any 
percentage bonus to bids made by local firms. Its approach is much simpler. In Pasco, the 
advantages of local preference kick in when there’s a tie between two potential vendors. 
 
This effort was intended to draw bids on fleet vehicles from Ford dealers outside of Pasco 
County, who didn’t have an advantage in bidding for county fleet purchasing contracts. 
But as it turned out, all the Ford dealers in the area around Pasco County had the same 
pricing, and Pasco’s “tie-goes-to-the-resident” rule nearly always worked to the 
advantage of the local bidders and the county. 
 
There are no national statistics that show the number of places offering local preference 
or the amount of additional tax benefits they actually bring in from a growing base of 
businesses. Generally speaking, the benefits of local preference rules are still mostly 
taken on faith. In Los Angeles, for example, “we have not examined all the data to see the 
benefit of this yet,” says Graham. “We have not calculated our benefits, so we don’t 
know what they are. But we firmly believe it’s a good investment.” 
  
As seductive as the idea of local preference may be, there’s another side to the story. 
Notable among critics is NIGP: The Institute for Public Procurement, which says that 
although its members could see benefits to local preference, on the whole, “the NIGP 
does not support the use of preference policies.” 
 
Among NIGP’s concerns is that a move to subsidize in-town vendors will defeat efforts 
to get the highest quality, which may not be available locally. Other issues it raises 
include increased cost to the local taxpayers and government with the acceptance of 
subsidized local bids; a drop-off in the number of bidders; and reduced incentive for local 
businesses to provide the best value. 
 
The Maine Legislature has been debating local preference laws for several years now. 
None has passed. One of the most significant constituencies to oppose the laws is the 
Associated General Contractors of Maine. The group’s chief executive officer, Matt 
Marks, contends that if Maine insists on a strong preference for local contractors and 
materials, neighboring states will make a similar move. “We enjoy that we can do work 
competitively in other states,” he says. “What happens when you give an advantage to in-
state contracting is that other states do it, too.” 
 
This has been one of the primary reasons why the Virginia General Assembly has 
rejected annual efforts to enact a local preference ordinance for the state. “One of the big 
risks for us is reciprocity,” says Patti Innocenti, deputy director of procurement and 
material management in Virginia’s Fairfax County. “If we have local preference for 
Virginia contractors, particularly in Fairfax, then the state of Maryland may do the same 
thing back, and this will just escalate.” 
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Marks and a number of others also point out that it is difficult to determine the source of 
manufactured goods in order to make sure they actually qualify for a single entity’s local 
preference ordinance. “Who is making the determination of what is considered a Maine 
good?” he asks. “Is it assembled here? Is it actually manufactured here?” 
 
According to NIGP, in order to have a truly functional system of local preferences, it’s 
necessary to have “a defendable fair process to determine the definition of a local 
business including, but not limited to, geographic location requirements and management 
and ownership control.” 
 
Raj Sharma, chair of the Public Spend Forum and a widely recognized expert on the topic 
of public procurement, asks what may be the crucial question: Should the procurement 
system in states and localities be used exclusively to get the most reasonably priced deal 
for every dollar spent on procurement, or should broader community benefits be 
considered when choosing the winner of a bidding process? 
 
One plausible answer to Sharma’s question is that the use of local preference is inevitably 
going to be a balancing act -- albeit a complicated one. There is no reason, for example, 
why the quality of goods and services can’t be considered as equally important to or more 
important than the geographic location of a vendor. By the same token, there’s no 
genuine obstacle to formulating a clear-cut definition of the prerequisites to be considered 
in determining whether a bidder qualifies as local. None of the options have to be 
mutually exclusive. 
 
The biggest obstacle may be the fact that procurement in general is one of the least 
understood parts of government management, and officials don’t have much to go on 
when weighing the pros and cons of local preference. There’s little question that it can be 
beneficial -- but only when it’s not considered in isolation. “Most policymakers don’t 
understand procurement or have a clue about the impacts of local preference programs on 
procurement goals, such as cost,” Sharma says. “They make policy decisions in 
isolation.” 
Barrett and Greene 
Katherine Barrett & Richard Greene | Columnists | greenebarrett@gmail.com  |  
@GreeneBarrett 
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Based on the article, list the benefits of a local preference program 
 
             
  
             
  
              
 
 
Based on the article, list the concerns that a government may have related to a local 
preference program 
 
              
 
              
 
              
 
 
Is local preference authorized for projects utilizing Federal funding?  
 
             
      
 
What criteria would you use to evaluate if a local preference program is beneficial to 
your government?  
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LESSON 10 
 
PURCHASING ETHICS 
 
 
 
INTRODUCTION 
 
Purchasing is one of the few areas of government highly affected by the dollar and 
opportunity for gain. Perception is the key element in every procurement; how an item is 
purchased or a service obtained is as important as what is acquired. Executing the 
purchasing process according to established written procedures is critical. Divergence 
from procedure creates the opportunity for suspicion and distrust.  
 
Public advertising of bids and proposals, documents being subject to open records and 
safeguards to protect competition are attempts to guarantee that procurements are handled 
properly and government does not waste taxpayer dollars. 
 
A purchasing office that has been “tarnished” by improper buying methods, vendor 
favoritism, personal gain, or excessive spending does not easily recover and regain the 
confidence of officials and the public. The best assurance is adherence to policy and 
procedures and a strict Code of Ethics that requires purchasing staff to conduct 
themselves in an impartial and professional manner. 
 
A good example of a code of ethics may be found on the Universal Public Procurement 
Certification Council’s website. (https://www.uppcc.org/) 
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OBJECTIVES 
 
Upon completing this lesson, the participant should be able to: 
 

 Recall the purchasing ethics related to vendor relationships 
 

 Identify employee ethics relating to purchasing goods under contract prices 
 

 Recall guidelines for dealing with the media 
 

 Identify examples of purchasing crime 
 
 
RELATIONSHIPS WITH VENDORS 
 
Purchasing agents must be extremely cautious in their relationships with vendors to avoid 
accusations of favoritism. When selecting bidders for the small purchases that do not 
require formal advertising, care should be taken that the same vendors are not continually 
contacted. 
 
Vendors should not be given the opportunity to “auction” during an informal quotation 
process. Pricing should not be revealed until all quotations have been received and a low 
responsive bidder has been determined. Allowing a vendor to change a price to one lower 
than the lowest bid is a case of unethical behavior that merits disciplinary action or 
dismissal for the buyer. 
 
 
MEALS/ENTERTAINMENT 
 
Vendor and contractor knowledge and expertise are 
critical to the success of a purchasing operation and 
establishing and maintaining professional relationships is 
important. However, there are pro and con arguments 
regarding whether purchasing officials should accept 
invitations from vendors for meals or entertainment. 
Most agree that bills should be handled individually with 
the purchasing agent paying for his or her meal. The 
philosophy behind this is that someone who gives 
usually expects something in return, particularly in a 
business situation. 
 
 
 
 
 

Real World Example 
 
Investigation finds officials in 18 
counties accepted gifts from companies 
selling voting equipment 
 
February 2019 
By: Jennifer Learn-Andes 
 

“Election officials in 18 of 
Pennsylvania’s 67 counties have 
reported accepting gifts, meals or trips 
from companies competing to sell 
voting equipment, state Auditor General 
Eugene DePasquale announced Friday.” 
 

To view article, visit 
https://www.timesleader.com/news/734
211/investigation-finds-officials-in-18-

counties-accepted-gifts-from-
companies-selling-voting-equipment  
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ACCEPTANCE OF GIFTS 
 
To avoid any perception of impropriety, no government employee should accept gifts 
from vendors or contractors. Purchasing staff particularly, because they have the closest 
working relationship with this group, should have a policy in place which clearly states 
that any type of gift cannot be accepted. 
 
Gifts become particularly difficult during the Christmas holidays, particularly if food is 
provided as the gift. While there are arguments that food should be treated as an 
exception, there is still the problem of perception that purchasing staff could return the 
favor at a later time by selecting the company to receive requests for quotations along 
with vendors whose prices are known to be higher. 
 
 
EMPLOYEE USE OF GOVERNMENT CONTRACTS 
 
Government employees should not have any type of advantage over citizens by being 
allowed to purchase from government contracts that have higher discounts than what is 
offered to the general public. Because purchasing staff are responsible for monitoring 
bidding and annual contracts for office supplies, landscaping, hand tools and other 
frequently used commodities and services, they need to be particularly careful to 
differentiate if they purchase items from a contract vendor for their personal use. 
 
Article I, Section 32 of The North Carolina Constitution says that "[n]o person or set of 
persons is entitled to exclusive or separate emoluments or privileges from the community 
but in consideration of public services."5 In other words, a local government can't give 
special privileges like discounts on personal property that would be assumed by buying 
off of a government contract to someone. 
 
 
DEALING WITH THE MEDIA 
 
Unless an entity has an official “spokesperson” who has responsibility for dealing with 
newspaper and television reporters, purchasing agents may find that they have to deal 
with the media. The topics can range from cost for projects to controversial purchases. 
Reporters usually need an immediate answer, as they have deadlines for submitting 
material. 
 
There are several guidelines that should be followed when dealing with the media: 
 

 Respond to the request as quickly as possible. 
 
 Take time to research if the answer is not readily available or refer the reporter to 

someone who may have the information. 
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 Do not guess or provide an answer which may not be correct just to provide an 
answer, as the information will be included in the article. 

 
 Be careful about telling a reporter that the information is “off the record.”  
 
 Expect some of the information to be misquoted or incorrect, as facts may be 

condensed. 
 
 Try to be helpful and courteous without providing unnecessary information. 

 
 
CRIME IN PURCHASING 
 
“White collar crime” is increasing in government. Computers have increased the 
capability to access financial data and utilize the information for personal gain. 
Purchasing is not exempt from criminal activity. 
 
Whether the crime is embezzlement, bribery, no-bid contract awards for personal benefit, 
crime in Purchasing is real and all-too-often not rare. Just as an organization must put 
financial controls into place in order to prevent financial fraud, contracting fraud should 
be prevented through strong policies, procedures, and practices. 
 
Bribery 
 
Vendors may attempt to buy influence with public officials and other decision-makers 
through offers of cash, gifts, assets or anything else of value in exchange for something 
of value to the vendor in return such as a vote in favor of the vendor’s annual contract or 
bid.    
 
Collusion 
 
Vendors may commit criminal acts by colluding collectively, or determining the lowest 
price and bidder prior to submission of bids. Examples of collusion include bid rigging, 
price-fixing, rotating bid awards, and dividing markets. These are violations of anti-trust 
laws, and suspicions should be reported to the United States Justice Department or the 
State Attorney General. Collusion is difficult to detect but can be exposed by examining 
bid awards over a period of time to determine if a pattern of award is present. It is good 
practice, if not "best practice," to have a form of an anti-collusion statement in formal 
solicitation documents 
 
Fraudulent Companies and Documents 
 
Individuals may submit bid documents that are fraudulent, or the company itself may be a 
“bogus” business. Companies bidding on construction projects that require bid, 
performance and payment bonds should be carefully checked and verified that they are 
legitimate. Dun and Bradstreet should be utilized to determine financial status in addition 
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to confirming references provided by the bidder. Bonds should be verified with the 
issuing bonding company. 
 
Illegitimate Businesses 
 
A purchasing agent may set up a bogus company, issue an order to that company, verify 
when items have been received and approve the invoice for payment. Periodic audits and 
random sampling of orders are methods to discourage such actions. Financial controls, 
like separation of the order and payment functions, is another preventative method.  
  
Kickbacks 
 
Kickbacks are payments from contractors to dishonest government employees to 
circumvent the competitive bidding process. Examples include eliminating certain 
contract specifications after award, slanting specifications to favor a specific firm and/or 
an advance agreement approving change orders after the award of a contract.   
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LESSON 10 SUMMARY 
 

1. A Code of Ethics that governs the actions of purchasing officials is essential to the 
success of the purchasing function. 

 
2. Government employees should not have any type of advantage over citizens by 

being allowed to purchase from government contracts. 
 

3. Purchasing departments may be subject to fraud committed by vendors, bogus 
companies and even wayward purchasing staff members. Purchasing officials 
who suspect bidders of collusion or any other fraudulent practices should report 
the activities to the State Attorney General or the United States Department of 
Justice. 
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LESSON 10 EXERCISE 
 
Bill is a purchasing associate with the purchasing department. Upon walking to his car 
after work he is approached by a reporter. 
 

 
 
Based on what you know from the lesson, what are issues that can emerge with how Bill 
answers the question? 
 
 
 
 
 
Who typically handles questions of this nature, within your organization? 
 
 
 
 
 
What would be the best response to the reporter’s question? 
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LESSON 11 
 
INTERNAL CONTROLS 

 
 
INTRODUCTION 
 
An effective system of internal control can prevent or detect mistakes made by 
employees. Just as important, if not more so, an effective system of internal control can 
prevent or detect fraud and abuse. In fact, many of us think of internal control relating 
only to detecting fraud. However, that is far from the truth. An effective system of 
internal control allows managers to meet their objectives – whether those objectives are 
to run an effective and efficient government, to produce reliable financial information, or 
to comply with laws and regulations. Oftentimes, the infusion of internal controls in our 
day-to-day operational activities precludes their recognition as an internal control 
activity. 
 
 
LEARNING OBJECTIVES 
 
After completing this lesson, the participant should be able to: 
 

 Identify the two major internal control models for governmental entities  
 

 Define internal controls and internal control system 
 
 Recall the importance of internal controls as it relates to the purchasing process 

 
 
TWO MAJOR INTERNAL CONTROL MODELS 
 
Internal controls cover all aspects of an organization and there is a clear need for a way of 
pulling together control concepts to form an integrated whole, that is a “control 
framework”. It is difficult for a governing oversight body or auditors to review a system 
of internal controls without reference to a comprehensive model or criteria for evaluating 
these controls.  
 
Many different internal control models offer frameworks for providing that integrated 
cohesiveness. For state and local governments, choosing which internal control 
framework to use is a relatively easy task. If you are a non-federal entity that receives 
federal awards, then the choice is narrowed to two frameworks—Committee of 
Sponsoring Organizations (COSO) or the Standards of Internal Control for Federal 
Government (the Green Book).  
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The Code of Federal Regulations (CFR) is the codification of the general and permanent 
rules and regulations (sometimes called administrative law) published in the Federal 
Register by the departments and agencies of the Federal Government. One of those 
Federal Government agencies is the Office of Management and Budget (OMB). The 
OMB provides the Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards contained in Title 2 of the Code of Federal 
Regulations. 2 CFR 200.303 (read as Title 2, part 200, Section 303 of the Code of Federal 
Regulations) contains requirements for Internal Controls as follows: 
 

§ 200.303 internal controls. The non-Federal entity must: (a) Establish and 
maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal 
award in compliance with Federal statutes, regulations, and the terms and 
conditions of the Federal award. These internal controls should be in 
compliance with guidance in ‘‘Standards for Internal Control in the 
Federal Government’’ issued by the Comptroller General of the United 
States or the ‘‘Internal Control Integrated Framework’’, issued by the 
Committee of Sponsoring Organizations of the Treadway Commission 
(COSO).2 
 

Even though, the CFR only requires the non-federal entity to establish and maintain 
effective internal control over the Federal award in compliance with either of the two 
models provided, most governmental entities choose either one or the other and use that 
model consistently for both federal awards and other operational needs. Therefore, this 
course incorporates the requirement of both the COSO and the Green Book models of 
internal control. As we discuss these two models, hopefully, the similarities and 
differences will be evident.  
 
COSO Control Framework 
 

                                                 
2 Code of Federal Regulations  https://www.ecfr.gov/cgi-bin/text-
idx?SID=745401f6529786dc2e5b7f712c15651b&mc=true&node=se2.1.200_1303&rgn=div8 Accessed 
March 15, 2021.   
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The COSO control framework, which is widely used not only in the United States but 
around the world, has replaced many of these different internal control models and has 
received recognition or been endorsed by authorities and regulators. COSO is a joint 
initiative of five private sector organizations and is dedicated to providing thought 
leadership through the development of frameworks and 
guidance on enterprise risk management, internal 
control and fraud deterrence. These five organizations 
include the American Accounting Association (AAA), 
the American Institute of Certified Public Accountants 
(AICPA), Financial Executives International (FEI), the 
National Association of Accountants (now the Institute 
of Management Accountants) (IMA), and the Institute 
of Internal Auditors (IIA).  
 
COSO provides a formal control framework for the 
basis of an organization’s integrated system of internal 
controls. The COSO model of internal controls 
provides organization around five integrated 
components, defined below.   
 

1. Control Environment – sets the tone of the organization and is the foundation for 
all other components on internal control. The control environment is the set of 
standards, processes, and structures that provide the basis for carry out internal 
control across the organization.  
 

2. Risk Assessment – Risk assessment involves a dynamic and repetitious process 
for identifying and assessment risks to the achievement of objectives. 
  

3. Control Activities – Control activities are the actions established through policies 
and procedures that help mitigate risks to the achievement of objectives.  
 

4. Information and Communication – Information is necessary for the entity to carry 
out its internal control responsibilities. The achievement of responsibilities is 
impossible without the communication of that information. 
 

5. Monitoring – The use of ongoing evaluations, separate evaluations, or some 
combination assist in ascertaining whether each of the five components of internal 
control is present and functioning.  
 
 

Standards of Internal Control in the Federal Government 
 
Standards for Internal Control in the Federal Government (known as the Green Book), 
provide the overall framework for establishing and maintaining an effective internal 
control system in the federal government as required by the Federal Managers’ Financial 
Integrity Act (FMFIA)of the United States Code. The FMFIA requires the Comptroller 
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General of the United States to issue these standards for internal control in the federal 
government. 

 
The Green Book’s Forward explains that “The 
Green Book may also be adopted by state, 
local, and quasi-governmental entities, as well 
as not-for-profit organizations, as a framework 
for an internal control system…….The 
Committee of Sponsoring of the Treadway 
Commission (COSO) updated its internal 
control guidance in 2013 with the issuance of a 
revised Internal Control – Integrated 
Framework. COSO introduced the concept of 
principles related to the five components of 
internal control. The Green Book adapts these 
principles for a government environment”.3 
Access the entire Green Book at 

https://www.gao.gov/greenbook/overview 

 
 
As is evidenced by the above paragraph, the frameworks of both the COSO and the 
Green Book models of internal control contain the same five internal control components 
and 17 principles. While COSO focuses mainly on private entities, the Green Book 
concentrates on governmental entities; therefore, creating differences in the wording of 
the internal control definition and the 17 principles.  
 
 
DEFINING INTERNAL CONTROL 
 
The most widely accepted definition of internal control comes from the Committee of 
Sponsoring Organizations of the Treadway Commission (COSO). As defined by 
(COSO), internal control is “a process, effected by an entity’s board of directors, 
management and other personnel, designed to provide reasonable assurance regarding the 
achievement of objectives relating to operations, reporting and compliance.” 

 
The Green Book has adapted the COSO’s definition of internal control so that it applies 
more closely to governmental entities. The Green Book defines internal control as “….a 
process effected by an entity’s oversight body, management, and other 
personnel that provides reasonable assurance that the objectives of an entity 
will be achieved. These objectives and related risks can be broadly classified 
into one or more of the following three categories: 
 

 Operations – Effectiveness and efficiency of operations 
 

                                                 
3 Standards for Internal Control in the Federal Government, September 2014 Revision, 
http://www.gao.gov/assets/670/665712.pdf. Accessed January 8, 2019. 
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 Reporting – Reliability of reporting for internal and external use 
 

 Compliance – Compliance with applicable laws and regulations.” 
 
The biggest difference in the definition of internal control as provided by COSO and the 
Green Book is that of who effects the establishment of the internal control process. 
COSO refers to an entity’s board of directors, while the Green Book denotes an entity’s 
oversight body. While both are governing bodies, a board of directors, as used by COSO, 
encompasses the governing body, including the board, board of trustees, general partners, 
owner, or supervisory board.4 We generally think of a board of directors as those elected 
by an incorporated firm’s stockholders to look after the stockholders’ interests. The board 
of directors has the ultimate decision-making authority of the incorporated organization. 
“Oversight” is a term often used with reference to a government, and is defined by the 
Green Book as, “Those responsible for overseeing management’s design, 
implementation, and operation of an internal control system”.5   
 
 
THE IMPORTANCE OF INTERNAL CONTROL 
 
As resources to governmental entities become more and more scarce, internal controls 
become more and more important. Internal controls are the first line of defense in 
safeguarding assets against fraud, waste and abuse.   
 
The design of internal controls is to provide “reasonable” not absolute assurance 
regarding the achievement of objectives related to the effectiveness and efficiency of 
operations, reliability of reporting and compliance with applicable laws and regulations. 
These objectives can be entity-wide or transaction specific. 
 
The following list highlights several reasons that internal control is so valuable. Please 
consider also that this list is not all inclusive. 
 

a. Internal controls can reduce or prevent errors in a cost-effective manner.  
  

b. Internal controls can reduce opportunities of fraud, waste and abuse. 
 

c. Internal controls can protect employees. 
 

d. Internal controls can provide for the security of assets.  
  

e. Internal controls can provide appropriate checks and balances. 
   

f. Internal controls can reduce opportunities for the misuse of a government’s assets. 
 

                                                 
4 COSO Internal Control—Integrated Framework (2013), www.coso.org  March 15, 2021. 
5 Standards for Internal Control in the Federal Government, September 2014 Revision, 
http://www.gao.gov/assets/670/665712.pdf .  Accessed March 15, 2021  
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g. Internal controls can prevent or detect inaccurate or incomplete financial 
information. 
 

h. Internal controls can ensure compliance with laws, regulations, policies and 
procedures. 
 

i. Internal controls can establish standards of performance. 
 

j. Internal controls can preserve integrity. 
 

k. Internal controls can reduce the likelihood of adverse publicity. 
 

l. Internal controls can ensure public confidence. 
   

m. Internal controls provide for accountability of elected and appointed officials. 
 As important as the reasons above, fraud deterrence is rooted in strong internal 
 controls. Lack of adequate internal controls is one of the most commonly cited 
 reasons why fraud occurs within an organization.   
 
 
A CLOSER LOOK – PURCHASING AND INTERNAL CONTROLS 
 
As discussed previously, Purchasing is one of the few areas of government highly 
affected by the dollar and opportunity for gain. Therefore an effective or strong internal 
control system is critical in order to not only prevent fraud, waste, and abuse, but also 
allows management to meet its purchasing objectives.  
 
The goal of purchasing is to maximize savings by obtaining the best value for each tax 
dollar spent. This is accomplished by providing efficiency, effectiveness, and economy 
within the organization. Efficiency is measured in terms of how well the purchase is 
obtained in terms of time and staff energy spent. Effectiveness is obtaining the product or 
service at the required quality level. The cost savings is measured in terms of economy. 
 
Let’s take a closer look at a few purchasing objectives related to our goals. Purchasing 
objectives may include:  
 

1. To efficiently process purchasing requests of user departments within 30 days. 
 

2. To ensure that companies bidding on construction projects are legitimate.   
 

3. All purchase orders include the appropriate approval 
 

4. All purchasing card transactions are for legitimate business purposes.  
 
 



 

11-7 
 

After the objectives are established, the next process is to identify any risks associated 
with achieving the objectives. After risk is identified, control activities are developed to 
mitigate against the risk: 
 

 
Objective:   To efficiently process purchasing requests of user departments  
   within 30 days. 
 
Risk:   Departmental purchasing requests are not processed within 30 days 
 
Control Activities:  

 Review monthly purchasing report to identify any 
exceptions and  analyze to determine the cause 

    
 
 
Objective:   To ensure that companies bidding on construction projects are  
   legitimate 
 
Risk:   Individuals may submit bid documents that are fraudulent, or the  
   company itself may be a “bogus” business.  
 
Control Activities:  

 Utilize Dun and Bradstreet to determine financial status 
 Confirm references provided by the bidder 
 Verify any bonds with issuing bonding company 

 
    
Objective:   All purchase orders include the appropriate approval 
 
Risk:   A purchase order is issued to a fraudulent vendor  
 
Control Activities:  

 Conduct periodic audits of purchase orders 
 Segregation of duties – Ensure that no one employee is able 

to set up a vendor, issue a purchase order and process the 
invoice for payment 

 
 
Objective:   All purchasing card transactions are for business purposes 
 
Risk:   A purchasing card is used for personal business  
 
Control Activities:  

 Establish purchasing card policy 
 Conduct periodic audits of purchasing card transactions  
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The final stages of the process are to communicate information internally and externally 
in order to carry out the internal control responsibilities and use of monitoring activities 
to assist in ascertaining whether each of the five components of internal control is present 
and functioning. 
 
In summary, a system of internal control changes over time, management must 
incorporate methods to ascertain that the internal controls continue to operate as intended, 
continues to be relevant and is able to address new risks. The crucial fact is that no 
system of internal control, no matter how well designed, functions properly without 
continuous monitoring, knowledge and support of management at all levels and 
implementing corrective actions for any deficiencies in a timely manner.    
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LESSON 11 SUMMARY 
 
 

1. According to 2 CFR 200.303, non-federal entities (states and local governments) 
who receive federal awards must choose between two internal control models: 
COSO’s Internal Control—Integrated Framework (COSO) and Standards for 
Internal Control in the Federal Government (Green Book). 
 

2. COSO defines internal control as “a process, effected by an entity’s board of 
directors, management and other personnel, designed to provide reasonable 
assurance regarding the achievement of objectives relating to operations, 
reporting and compliance.” 
 

3. The Green Book provides a similar definition of internal control, “….a process 
effected by an entity’s oversight body, management, and other personnel that 
provides reasonable assurance that the objectives of an entity will be achieved. 
These objectives and related risks can be broadly classified into one or more of 
the following three categories: 
  
 Operations – Effectiveness and efficiency of operations 
 Reporting – Reliability of reporting for internal and external use 
 Compliance – Compliance with applicable laws and regulations.” 

 
4. COSO terminology focuses on private business organizations; while the Green 

Book terminology concentrates on governmental entities.  
 

5. The importance of internal controls should not be underestimated. Internal 
controls provide checks and balances to minimize the risk of loss and/or errors 
and provide the first line of defense in safeguarding assets against fraud, waste 
and abuse. 
 

6. An effective or strong internal control system is critical in order to  not only 
 prevent fraud, waste, and abuse, but also allows management to meet its 
 purchasing objectives.  
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LESSON 11 EXERCISE 
 

1. Identify one purchasing objective you might have for your organization. 
 

2. What would you need in place from a control environment perspective to achieve 
that objective? 
 

3. What is one risk to achieving that objective? 
 

4. What kind of control activity (policy/procedure) could you create to reduce the 
risk? 
 

5. How would you communicate the control activity? Who would you communicate 
to? 
 

6. What might you do to monitor the control activity? 
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Web Sites for Further Information 
 
Georgia Department of Administrative Services  
http://doas.ga.gov/state-purchasing/statewide-contracts 
http://doas.ga.gov/fleet-management/Fleet-Fuel-Cards 
http://doas.ga.gov/risk-management/insurance-services/georgia-state-indemnification-
program 
http://doas.ga.gov/surplus-property 
http://doas.ga.gov/state-purchasing/statewide-card-programs/purchasing-cards   
http://doas.ga.gov/state-purchasing/purchasing-education-and-training   
 
Georgia Department of Audits and Accounts 
http://www.audits.ga.gov/NALGAD/IllegalImmigrationReformandEnforcementAct.html 
 
GovDeals 
http://www.govdeals.com/ 
 
National Institute of Government Purchasing 
http://www.nigp.org 
 
U.S. Communities 
http://www.uscommunities.org 
 
U.S. Department of Homeland Security 
http://www.uscis.gov/e-verify 
http://www.uscis.gov/save 
 
 
 
 


