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FOREWORD 

 

 
The Procurement Policies and Procedures Guide is a collaborative effort between the Procurement 

Department and the Departments of Lenoir City Utilities Board (LCUB) to create an efficient 

centralized Procurement system.  LCUB’s Procurement policies and procedures ensure that all 

necessary materials, supplies, equipment, and services are obtained from reliable and approved 

sources in a timely manner and at the best cost based upon current market conditions. 

 

This policy applies to all LCUB Departments and employees and is intended to maintain fairness 

and integrity in the Procurement process.  This policy shall be revised as needed from time to time.  

It shall be made available to all prospective vendors upon request. 

 

 

 

 

 Leon F. Shields       
Leon F. Shields 

COO/ General Manager 
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SECTION 1:  INTRODUCTION 

 

1.1 Policy Statement 

 

The Procurement Department (“Procurement”) is responsible for obtaining quality goods and 

services at best available value.  The Procurement Manager works directly with vendors to 

negotiate fair and reasonable contracts for goods and services, provides assistance to departments 

in preparing bid specifications, and analyzes bids received.  Procurement shall operate in 

accordance with sound business practices in order to realize the maximum value for every dollar 

expended.  Procurement is under the administrative supervision of the Finance Department. 

 

The Procurement Policies and Procedures Guide (“the Policy”) provides direction for all LCUB 

employees with Procurement responsibility and authority.  The Policy, establishes guidelines and 

clarifies procedures for Procurement supplies and materials, as well as contracting for services.  

These guidelines apply to all of the following: project contracts; acquisition of supplies, 

equipment, and material; professional service agreements, and acquisition of services on behalf of 

LCUB.  

 

As an Equal Opportunity Employer, LCUB fully complies with all applicable laws and regulations.  

As a municipal entity, LCUB requires all vendors to be aware and knowledgeable of all applicable 

laws and to fully comply with both the form and intent of such laws.  Procurement will furnish all 

tax exemption certificates, both state and federal, as required. 

 

The guidelines outlined herein are intended to work in harmony with applicable, existing LCUB 

policies.  Where a conflict may exist, the provisions of this policy shall control unless stated 

otherwise. 

 

 

1.2 Procurement Manager Duties 

 

The Procurement process will be administered by the Procurement Manager, under the direction 

of the Director of Finance.  The Procurement Manager shall be responsible for the following: 

maintaining information related to LCUB’s Procurement practices and history, negotiating and 

approving requested purchases, consolidating purchases of like or common items, administering 

the Procurement guidelines, and continually evaluating and seeking ways to streamline the 

Procurement process. 

 

 

1.3 Signatory Authority 

 

The Director of Finance and Procurement Manager have signatory authority for Purchase Orders. 

The Vice Presidents and Directors shall have signatory authority on requisitions.  Contracts can 

only be executed by the General Manager of LCUB.   
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1.4 Unauthorized Purchases 

 

All transactions, regardless of the source of funds, must be handled in accordance with established 

Procurement procedures.  No employee is authorized to purchase items that obligate LCUB 

without prior authorization from Procurement; exceptions may apply in certain instances.  An 

employee who purchases materials, goods, or services without proper authorization will be subject 

to discipline up to and including termination.  Procurement commitments by employees who do 

not have proper contracting authority are voidable and may subject the responsible employee to 

disciplinary action up to and including termination. 

 

 

1.5 Conflict of Interest 

 

LCUB maintains the highest standards of ethical conduct in all of its dealings with its vendors, 

customers and suppliers.  LCUB expects all employees to fulfill their responsibilities with fairness 

and impartiality and to refrain from any activity that may be in conflict with LCUB’s legitimate 

business interest.  Any personal or financial relationship between an LCUB employee or 

representative and a prospective contractor or vendor must be disclosed in accordance with 

LCUB’s Code of Business Conduct and Ethics.  No direct family relationship with the 

Procurement decision-maker shall be approved.  Further, no LCUB employee shall accept or solicit 

any gift, favor, or service that might reasonably influence the employee in the discharge of any 

official duty, or which the employee knows, or should know, is offered with the intent to influence 

official conduct. 

 

 

SECTION 2:  GENERAL PROCUREMENT PROVISIONS 

 

Even though Procurement is responsible for most Procurement issues, it is important for 

departmental staff to understand basic Procurement principles: 

 

• The Procurement Manager reserves the right to require bidding for any and all purchases 

of equipment, supplies, or services when determined to be in LCUB’s best interest; 

• During the bid or proposal process, departments should be particularly careful not to 

discuss any details of the outstanding bid or proposal with any potential vendor; 

• Bids may be canceled prior to award when determined to be in LCUB’s best interest; 

• Each department should contact Procurement when developing a vendor list at the 

department level to insure compliance with the Policy; 

• Procurement shall be responsible for all purchase negotiations and requests for price quotes 

over $5,000, excluding those for professional services. 

• Procurement shall conduct all correspondence with suppliers and/or vendors, except in 

special cases where the technical details involved make it advisable to delegate this 

authority to other departments.  In such cases, Procurement must receive copies of all 

correspondence. 
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• The Procurement Manager shall approve all standard terms and conditions applicable to 

bid specifications, solicitations or requests, purchase orders and contracts. 

• The terms “bids” and “proposals” are used interchangeable in this Policy. 

 

 

SECTION 3:  SOURCE SELECTION/COMPETITIVE PROCEDURES 

 

3.1 Bid Solicitations 

 

LCUB encourages a competitive bidding process.  By encouraging competition among viable 

vendors, LCUB strives to obtain quality materials, goods and services at the best possible cost.  

Typically, a contract will be awarded to the lowest, responsive, and responsible bidder whose bid 

meets the outlined requirements and criteria.  LCUB is not limited to selections based on price 

alone.  Rather, purchase orders and contracts may be awarded based upon availability, quality, 

reputation, and the vendor’s performance capability.  Nothing contained in this section shall be 

construed to mean that LCUB must purchase goods or services that are inferior or substandard. 

 

LCUB will adhere to the following bid guidelines: 

 

 

Value 

 

Minimum Bid Requirement 

 

$1 - $4,000 

 

 

Requires Director or Vice-President 

Approval 

 

 

$4,000 - $24,999 

 

Three (3) written (including fax, letter or 

email) quotes.  Refer to 3.2 and 3.5 (a) 

 

 

 

 

$25,000 - $75,000 

 

 

Competitive sealed bids or proposals via 

formal bidding process for non-

emergency and non-proprietary product 

or service purchases.  Refer to 3.2 and 3.5 

(b) 

 

 

 

 

$75,000 - Above 

 

 

Competitive sealed bids or proposals via 

formal bidding process for non-

emergency and non-proprietary product 

or service purchases.  Refer to 3.2 and 3.5 

(b) and Power Board Approval unless 

item included in annual approved budget 

 

 



Page 7 of 23 
 

 

 

Bid solicitations ranging from $25,000 and above may require a minimum of two (2) weeks to 

process from the date the requisition is submitted. Therefore, departments must submit all bids in 

a timely manner.  Please be advised that some bids (technical bids, or bids involving multiple 

departments) may require a longer processing period.  Proposals for amounts greater than $50,000 

should allow a minimum of two (2) weeks for vendors to process and respond, from the bid 

opening date. 

 

In lieu of bids, LCUB reserves the right to use the power of Cooperative Purchasing Agreements 

(such as Sourcewell) where applicable and cost effective. 

 

LCUB reserves the right to substantiate each bidder’s qualifications, capability to perform, 

availability, past performance record, and to verify that the bidder is current in its obligations to 

LCUB.  LCUB will not contract with businesses or individuals who are delinquent in their financial 

obligations to LCUB. 

 

 

3.2 Purchase Requisitions 

 

Department or division requests for goods, material, or services should be completed on an LCUB 

requisition form.  A requisition is used to obtain price quotes or to assist departments in drafting 

formal requests for proposals.  A requisition should include the following information: 

 

• The item description including, where applicable, catalog number, item and/or model 

number(s) (this item should be listed in the Item Description field, followed by a 

descriptive text). 

• Requisitions should include at least three (3) alternative options. 

• If the product, catalog or model number is not available, provide a complete description of 

the item requested.  For detailed information of Bid Specifications and Standards, please 

refer to Section 3.3; 

• The specific quantity and the corresponding unit of measure (ex: box of 12, 24, or 144).  

The unit price for the quantity and unit of measure indicated should be verified; 

 

Departments may only request “no substitutes” on a requisition if the requested item must interface 

with existing equipment and other products are not compatible.  This is referred to as a “sole 

source” requisition.  For more details, refer to the section entitled “Waiver of Bid Requirements,” 

and the subsection on “Sole Source.” 

 

A sequential number will be assigned to each requisition.  After the order for goods or services is 

approved, a record linking the requisition number to the Purchase Order number shall be 

maintained. 

 

Individuals must obtain department approval to submit, enter, or edit requisitions.  For additional 

information on the approval process, refer to Section 4.2. 
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Each requisition should be submitted in a timely manner in order to allow Procurement to collect 

price quotations or bids, evaluate and award the bid, and prepare a purchase order or contract.  The 

length of time required to obtain an item will depend upon the product characteristics, service 

details, the number of vendors or contractors, product availability and location, etc.  A requisition 

is an internal document and should not be submitted to the vendor. 

3.3 Bid Specifications and Standards. 

 

Bid specifications should incorporate a clear and accurate description of all technical requirements 

for the requested material, product, or equipment.  These descriptions should not contain features 

that unduly restrict competition.  In response to an LCUB bid, vendors must submit a bid response 

showing exact price, shipping costs (to the point of delivery), delivery schedule, payment terms, 

etc. 

 

When it is impractical or not feasible to submit a clear and accurate description of the technical 

requirements, a “brand name or equal” description may be used, and LCUB may accept a  

 

manufacturer’s standard products.  However, if a vendor proposes an alternate product, that vendor 

is responsible for demonstrating, to LCUB’s satisfaction, that the product is “equal” to that 

specified (in design, strength, durability, usefulness, efficiency, quality and convenience) in the 

bid proposal.  Such requests must be submitted in sufficient time to allow LCUB to adequately 

review the request, and submit any questions and/or requests for additional information or 

clarification.  Procurement will also consult with the requesting department prior to award.  LCUB 

is under no obligation to accept proposed substitutions or engage outside consultants or experts to 

evaluate proposed substitutions.  If LCUB determines that an “equal” product is acceptable, it may 

issue a written notice to other participating bidders prior to the award date. 

 

3.4 Types of Bids/Requests for Proposals 

 

 (a) Informal Bids.  An informal bid is a request for prices or quotations that are mailed, 

faxed, emailed or otherwise delivered electronically.  There is no public reading of informal bids 

or quotations.  Each prospective bidder will receive a target date and time for bid submission.  Any 

quote received after the target date and time may be evaluated at the Procurement Manager’s 

discretion, provided that an award has not been made, and a Purchase Order has not been 

processed. 

 

 (b) Formal Sealed Bid.  A Formal Sealed Bid is a formal solicitation usually made in 

the form of an Invitation for Bid (IFB), which sets forth minimum specifications and or 

performance requirements and invites vendors to propose equipment, systems, goods or services 

that meet those requirements.  In evaluating bids, LCUB may give added consideration to bidders 

who exceed the minimum requirements as being the “best value.”  Bid results are read at a public 

bid opening. 

 

Adequate and reasonable public notice is required for formal sealed bidding with a bid opening on 

a scheduled date, time, and at a specific location.  The public notice must include publication in a 

newspaper of general circulation.  In addition to publication in a newspaper of general circulation, 

publication may also be sent via mail, fax, posting on LCUB’s internet web page, email notice to 
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approved bidders or other media means.  All public notices shall state the project name, where 

plans or specifications can be obtained, deposit amount (if applicable), whether bidding documents 

are available, the date of the pre-proposal conference, bid closing date, and other information 

deemed necessary. 

 

If a vendor requests clarification of bid specifications, that vendor must submit all questions in 

writing (fax, mail, or email) no later than five (5) working days prior to the bid opening date; 

department s should not respond to vendor questions.  Procurement will answer vendor questions 

in writing and will circulate the written questions and responses to all vendors.  If a response to a 

vendor’s question alters a bid specification, Procurement will issue a bid addendum, in order to 

ensure that substantive information has been distributed to all bidders. 

 

Procurement will accept proposal responses up to the specified date and time.  Any proposal 

received after the deadline is considered late and will be returned to the applicant unopened 

(subject to the Director of Finance’s approval). 

 (c) Request for Proposal (RFP).  A Request for Proposal is a formal solicitation usually 

based on stated desired results or performance criteria or technical capabilities with many possible 

solutions to achieve the desired outcomes.  Because an RFP is results driven, it allows the end 

user(s) to evaluate a variety of proposed solutions for a particular product or service need.  There 

is no public reading of the proposals. 

 

In order to initiate an RFP, the department shall submit a requisition along with written project 

information.  An RFP shall also include specific standards or specifications and any contractual 

terms and conditions.  For more information on bid specifications refer to the above sections.  

Procurement will then work with the department to develop a proposal package.  Because 

Procurement may have experience with other similar types of RFPs, it may be able to assist the 

department in writing specifications.  The Procurement Manager must approve all RFP 

recommendations as being in full compliance with this Policy. 

 

Once bids or proposals are received, a selection team should be used to choose a vendor.  A 

representative from Procurement must participate in order to insure the integrity of the process.  

This individual will not score the proposals.  Once a decision has been made, Procurement will 

work with the issuing department and the Legal Services Division to draft a contract or purchase 

order.  The department will receive a copy of either the final Purchase Order or the executed 

contract.  Original contracts will be maintained in the Director of Finance office. 

 

 (d) Requests for Information (RFI).  A Request for Information sets forth performance 

criteria and invites vendors to propose equipment, systems, or services in order for a department 

to obtain information necessary to issue an RFP.  Because an RFI is information driven, it allows 

the end user(s) to consult a number of sources, and to specify criteria necessary for an RFP.  An 

RFI may be advertised by Procurement, as appropriate.  Upon receipt of responses, the RFI shall 

be processed in the same manner as an RFP. 

 

3.5 Waiver of Bid Requirements 
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Procurement has the sole discretion to waive competitive bidding requirements in certain 

situations, including, but not limited to, the following: 

 

 (a) Emergency Purchases.  Procurement may obtain, or authorize others to obtain, 

emergency purchases.  An emergency is defined as any circumstances beyond LCUB’s control 

that either: 

 

  (i) Presents an immediate threat to performing essential LCUB functions; 

 

  (ii) Will likely result in material loss or damage to property, bodily injury, or 

loss of life if immediate action is not taken; 

 

  (iii) Creates a serious and obvious threat to the health, welfare or safety of 

LCUB’s operation in performing its duties to the public; or 

 

  (iv) Any other reason deemed immediate by the General Manager 

  Examples of such immediate or unforeseen circumstances include, but are not 

limited to, the following: flood, natural disaster, equipment failure, transportation or contractor 

delays, unanticipated volume of work. 

 

Competitive bidding is not required when an emergency exists.  However, emergency purchases 

shall be awarded to the lowest and best vendor whenever possible considering the conditions 

existing at that point in time.  The individual or department that requests an emergency purchase 

shall complete a Purchase Order Requisition, which specifies the amount spent, the items 

purchased, vendor name, and the nature of the emergency.  A copy of the completed form shall be 

provided to Procurement.  Periodically, Procurement shall review its records relating to emergency 

purchases.  If a trend indicating excessive use of the emergency Procurement process exists, 

Procurement shall notify the Director of Finance and General Manager for consideration of any 

further action.  Procurement shall include in its monthly report all emergency purchases 

individuals make without the proper paperwork. 

 

 (c)  Sole Source. A contract or order may be awarded without competition when it is 

determined, after a good faith review of available sources, that there is only one source capable of 

supplying the subject matter in a timely fashion; or, when there are special facilities or market 

conditions that result in only one source.  In order to justify the sole source purchase, one of the 

following two (2) criteria must be shown: 

 

  (i) Compatibility with existing equipment.  The goods or services are being 

purchased to directly interface with or attach to equipment from the same manufacturer, and no 

other manufacturer’s goods will correctly interface with the existing equipment. 

 

  (ii) Only one supplier can be identified to supply compliant goods or services.  

When there is only one supplier available, the department shall provide information regarding 

attempts to locate other suppliers such as letters, quotations, or telephone contacts. 
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  A sole source determination must be supported by a written finding that the 

supplier, contractor or consultant is the only one that can supply LCUB with the required goods or 

services.  Such determinations are subject to verification by the Procurement Manager and will be 

reviewed periodically.  Approval does not preclude Procurement from securing a formal quote for 

the product or service, if it is possible to negotiate more favorable agreements or solicit better 

pricing, terms and conditions.  If the department fails to submit a written basis for the sole source 

designation, such orders will be placed per the normal process. 

 

 (d) Noncompetitive Justification.  The following may be reasons for using 

noncompetitive Procurement methods: 

 

  (i) Patent rights, copyrights, secret processes, or control of basic raw materials 

may preclude competition, although this does not always justify using noncompetitive 

procurement; 

 

  (ii) Bids have been solicited and no responsive bid (conforming to the bid or 

proposal specification has been received; or 

 

  (iii) Purchases in the open market, including fuel and perishable commodities. 

 

 

3.6 Withdrawal/Rejection of Bids 

 

 (a) Withdrawal.  Vendors may withdraw bids prior to the time set to receive bids.  Each 

request for withdrawal will be considered on its own merit.  After the time set to receive bids, a 

vendor can only withdraw a bid in the event of an obvious and documented error creating a 

manifest injustice if the vendor were required to perform.  A bid may be withdrawn if the following 

conditions are met: 

 

  (i) The Procurement Manager, or a designee, receives a timely written request 

to withdraw the bid; 

 

  (ii) The vendor provides written documentation of an alleged error; and, 

 

  (iii) The Procurement Manager, or a designee, conducts a formal review and 

approves the vendor’s request to withdraw the bid. 

 

  The withdrawal request shall be made part of the vendor’s record, and any future 

request for bid withdrawal by the same vendor may be cause for removal from LCUB’s bid lists 

as an indication of a non-responsible vendor. 

 

 (b) Rejection.  LCUB reserves the right to reject a bid for any of the following reasons: 

 

  (i) Non-responsive Bid.  Any bid that does not conform with the specific bid 

requirements and the general conditions applicable to all bids; 
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  (ii) Alterations and erasures.  LCUB may reject any bid that contains an 

unapproved material alteration or erasure, unless the bidder initials the change in ink, and it is 

approved by Procurement; 

 

  (iii) Rejection of all bids.  LCUB may reject all bids and reissue a bid at a later 

date with the same or revised specifications, terms and conditions. 

 

 

3.7 License and Bond Requirements. 

 

 (a) License Requirements.  All bid responses shall adhere to applicable city, county, 

state and/or federal licensing requirements. 

 

 If a department is uncertain whether a project requires a contractor’s license, the specific 

type of license required, or has any additional question regarding contractor licensing, the 

department should contact the Legal Services Division. 

 

 (b) Bond Requirements.  Bidders will comply with bond requirements as stated in the 

bid documents.  A bond is intended to ensure payment for labor and materials used by a contractor, 

subcontractor, or a remote subcontractor.  Bid bonds submitted by unsuccessful vendors will be 

returned after a contract is awarded. 

 

 If a bid bond is not submitted, the individual or entity may, at the time of contracting, 

provide payment and performance bonds in amounts equal to the combined monetary value of the 

service provided, or the value of the work to be managed.  All advertisements for RFPs, RFIs, and 

other bids shall include information on the bond required. 

 

 

3.8 Additional Contractor or Supplier Requirements. 

 

Contractors, subcontractors, vendors and/or suppliers also must comply with the following: 

 

• Provide a certificate of liability insurance or additional types of applicable 

insurance with limits as determined by LCUB indicating the underwriter, and a 

provision that notice be given to LCUB prior to insurance cancellation; 

• Equal Opportunities in Employment guidelines pursuant to federal and state 

guidelines; 

• Adherence to provisions of Title VII of the Civil Rights Act of 1964, as amended; 

• All existing safety, unemployment and workers’ compensation requirements; 

• Provide such other legal and financial requirements that LCUB determines 

necessary or desirable; 

• A construction contractor must submit an Affidavit with its bid, which states that it 

operates a drug-free workplace program in accordance with state and federal law; 

• Submit a notarized Non-Collusion Affidavit, which states that the contractor or 

vendor has not conspired, discussed, or shared information with a fellow competitor 

in developing the bid or proposal; and, 
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• Submit a notarized Affidavit that includes verification of non-discriminatory 

employment practices and absence of any conflicts of interest with LCUB prior to 

becoming an approved source.  This Affidavit will be valid for a three (3) year 

period and will be kept on file in Procurement.  Contractors, subcontractors, 

vendors and/or suppliers shall provide an updated verification to LCUB every three 

(3) years. 

 

SECTION 4: PURCHASE ORDERS 

 

4.1 Purchase Orders 

 

The Purchase Order is a binding agreement between LCUB and the supplier.  It authorizes a 

supplier to deliver and charge for specific goods or materials based upon a successful bid, and 

commits LCUB funds for the acquisition of those goods or services.  The Purchase order is 

controlled financial stationery as it is pre-numbered consecutively and is subject to audit. 

 

Procurement is authorized to issue Purchase Orders on behalf of LCUB in accordance with this 

guideline and is responsible for the issuance of all Purchase Orders.  All Purchase Orders must be 

signed by the Procurement Manager or designee.  Any order, agreement, or obligation entered into 

contrary to this provision may be declared invalid. 

 

 

4.2 Purchase Approvals 

 

LCUB requires two written (2) approvals for each purchase.  The first approval shall be that of the 

individual requesting/initiating the purchase, and the second approval shall be that of a Department 

Head, or designee, where applicable.  Because Procurement is an integral part of the Procurement 

process, each Purchase Order must be reviewed and signed by the Procurement Manager, or a 

designated member of Procurement. 

 

LCUB has implemented the following approval process: 

 

 

Level of Authorization 

 

 

Dollar Amount 

 

General Manager or Vice Presidents 

or Directors 

 

$4,999 or less 

 

General Manager or Vice Presidents 

or Directors 

 

$5,000 - $49,999 

 

General Manager 

 

$50,000 - $74,999 

 

Board & General Manager 

 

$75,000 - Above 
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Written approval shall be obtained prior to executing a Purchase Order, and BEFORE work is 

actually performed. 

 

 

 

 

 

4.3 Vendor Invoices 

 

Vendor Invoices will be processed as follows:  Each Vendor Invoice for goods or services which 

are not recurring or in payment of routine purchases shall include a corresponding Purchase Order 

number.  Procurement shall submit a periodic Receiving Report to Accounts Payable.  Invoices 

matching the entries on the Receiving Report are entered into the accounts payable system.  Vendor 

Invoices shall then be paid according to the terms outlined in the invoices.  Invoices that fail to 

include a Purchase Order number may be placed on hold until a Receiving Report is provided to 

Accounts Payable verifying LCUB’s receipt of such goods or services. 

 

In the event of discrepancies, such as overpricing by a vendor, sales tax charges, or erroneous 

charges, Accounts Payable may place the invoice on hold while the discrepancies are being 

resolved with Procurement and/or the applicable department or may process the invoice noting 

any special action(s) taken with regard to the Invoice. 

 

 

4.4 Approval and Return Procedures 

 

Each department must verify that the goods and materials correspond with the terms and conditions 

in the Purchase Order or contract.  Any order problems, including things such as errors, damage 

in transit, etc., should be immediately reported to Procurement.  Procurement will work with each 

vendor, shipper, and the department to remedy the situation.  Likewise, if an item must be returned 

for any reason, Procurement should be notified promptly and provided specific details that will 

assist in reaching an agreement with the vendor. 

 

 

4.5 Vendor or Contractor Non-Performance 

 

If a vendor or contractor fails to perform according to the terms and conditions outlined, written 

documentation of specific instances of non-performance during the relevant performance period 

should be provided to Procurement by the department.  This will allow Procurement to prevent the 

vendor or contractor from bidding on any additional LCUB projects until the issue is resolved.  

Rejection of a bid or RFP under these circumstances requires a documented history of poor service 

or performance. 
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4.6 Inspection and Testing 

 

When practical and feasible, all materials, equipment, and services are subject to testing, 

inspection, and/or evaluation by LCUB personnel.  All inspection, testing, and/or evaluation 

should be performed promptly in order to avoid unnecessary delays in invoice payment or 

approval.  Whenever possible, the materials or equipment shall be inspected upon receipt, and 

before payment is rendered.  Possible evaluation criteria include product association testing 

reports, independent research laboratories or governmental testing reports. 

 

 (a) Material or Equipment.  If any material or equipment fails to meet the requirements 

set forth in the bid specifications or standards, the lot or any portion thereof may be rejected in 

full.  If a department rejects any material or equipment, it shall immediately notify Procurement in 

writing and detail the following: the date of receipt, the date of the rejection, the reason for the 

rejection, and reference the specification or standard that the material or equipment failed to 

comply with.  Prompt notification will allow Procurement to allow the vendor to timely correct, 

return or replace the material or equipment. 

 

 (b) Services.  The department shall perform a timely and routine evaluation of services 

in order to determine if the work performed is satisfactory and in compliance with the terms and 

conditions of the contract/agreement between the parties.  Termination of the contract may be 

justified if the department determines the unsatisfactory or non-compliance rises to the level of 

non-performance. 

 

 

SECTION 5:  CONTRACTS AND CONTRACT ADMINISTRATION 

 

5.1 Types of Contracts 

 

Even though the Purchase Order is the basic form used to obtain materials, goods, and equipment, 

LCUB may execute contracts when a Purchase Order is not considered adequate to cover all of the 

necessary terms and conditions.  Where applicable, a contract may incorporate applicable terms 

specified in the RFP, RFI, bid or Purchase order.  Factors that should be considered in negotiating 

a contract include, at a minimum, the following: 

 

• Price completion 

• Price analysis 

• Cost analysis 

• Urgency of the requirement 

• Performance period 

• Contractor’s technical capability and financial responsibility 

• Adequacy of the contractor’s accounting system 

• Concurrent contracts 

• Extent and nature of proposed subcontracting  

• Acquisition history 

 

The following is a list of various types of contracts: 
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 (a) Multi-year.  Unless otherwise provided, or prohibited by law, a contract or award 

may be entered into for any period of time deemed to be in LCUB’s best interest.  A contract may 

be extended or renewed by mutual agreement when the extension maintains bid pricing and related 

services as originally proposed (on the same or more favorable terms, or terms originally quoted 

for the renewal period).  However, if the extension includes a change to term or condition, the 

department, in cooperation with Procurement, shall negotiate the same. 

 

 (b) Multiple Source Award.  A multiple source award is an award of an indefinite 

quantity for one or more items, or services from more than one (1) bidder.  A multiple source 

award may be awarded when it is necessary to retain two (2) or more vendors/providers in order 

to ensure adequate delivery, service or product compatibility.  Multiple source awards shall not be 

made when a single award will meet LCUB’s need without sacrifice of economy or service.  

However, LCUB shall reserve the right to accept separate bids or proposals if it is determined to 

be in its best interest after consideration of quantity or quality issues. 

 

 (c) Fixed or Lump Sum.  A fixed or lump sum contract is one in which the contractor 

agrees to perform for one fixed price or lump-sum amount, regardless of the ultimate cost.  It 

includes person hours, material, equipment hours, and all fees and services.  The contract does not 

require invoices or progress billings, etc., to separately state these charges.  Lump sum contracts 

are used mainly for assignments in which the content and the duration of the services, and the 

required output of the consultants, are clearly defined and the scope and schedule of the project is 

sufficiently defined to allow the contractor to estimate project costs.  Payments are linked to 

outputs (deliverables), such as reports, drawings, bidding or proposal documents, bills of 

quantities, and software programs.  Typically, lump sum contracts are easy to administer because 

payments are due on clearly specified dates. 

 

 (d) Unit Price.  A fixed price contract where the supplier agrees to furnish specific 

goods at unit prices, and the final price is dependent on the quantities needed to complete the work.  

Typically, the contract price is based upon estimated quantities of items included in the project 

and their unit price.  When a unit price contract is used for services, rather than goods, the project 

is divided into specific tasks called work units, and a price is attributed to each.  The unit price 

includes labor (salary, fringe benefits, and overhead) or materials necessary to properly complete 

the task, and profit is included in the unit price. 

 

 (e) Cost Plus Percentage Fee.  A cost plus contract is an agreement wherein the 

purchaser agrees to pay the cost of all labor or materials plus an amount for contractor overhead 

and profit (usually as a percentage of the labor and material cost).  This type of contract is favored 

when the scope of the work is undetermined or highly uncertain, and the kinds of labor, material 

and equipment needed are also uncertain.  With a cost plus percentage fee contract, the contractor 

must maintain complete records of all time and materials spent. 

 

Note:  The list above is only a general overview of the various types of contracts available.  It is 

not intended to be an exhaustive list, but instead, should be sued as a guide when considering the 

appropriate types of contract for a specific project.  While it is not uncommon to combine different 

types of contract terms, such as a unit price for specific parts of a lump sum contract, these 
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combinations should be reviewed and approved by the Procurement Manager to ensure that there 

is no potential conflict among the contract provisions. 

 

 

 

 

 

 

5.2 Standard Contract Language 

 

The Procurement Manager, after consultation with the Legal Services Division, may establish 

standard contract clauses that clearly define each party’s rights, duties, and responsibilities.  These 

clauses should be relied upon in drafting any proposed contract or other agreement. 

 

 

 

5.3 Contract Administration 

 

Procurement shall implement a contract tracking system designed to ensure that contracts are up-

to-date and that the parties are in full compliance with the terms and conditions of the contract.  

Consistent with Section 4.5, managing departments shall work with Procurement to evaluate 

contractor performance and to document whether a party has complied with the contract terms, 

conditions and specifications.  All original contracts must be stored in the Director of Finance’s 

office with a copy provided to the applicable department. 

 

As a part of the contract tracking system, Procurement shall “flag” contracts that contain optional 

renewal periods or extensions.  These flags shall include notices to Procurement and the managing 

department.  Procurement will notify the Department Head and Legal Services two (2) months 

prior to any termination, extension or renewal period provided in the contract. 

 

 

 

5.4 Contract Approval and Execution 

 

All contracts should be reviewed by Procurement and the Legal Services Division prior to 

execution.  All contracts must be signed and approved in accordance with the designated approval 

process outlined in Section 4.2. 

 

 

5.5 Software and Equipment License/Maintenance Agreements 

 

Each software and equipment license or maintenance agreement must arise from a Purchase Order 

or contract that contains detailed costs associated with the software or equipment being provided, 

and a defined term of the subject order or contract.  License and maintenance agreements must be 

reviewed by the Director of Finance, and in certain instances, by the General Manager.  If the 
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agreement is renewed at the end of the original term, a new Purchase Order or contract shall be 

created that will follow the normal approval procedure. 

 

In addition, any agreement for equipment lease or rental, including software, must also be reviewed 

by Department Head, and signed by the Procurement Manager.  An employee should not execute 

such an agreement unless authorized by the Director of Finance. 

 

 

 

SECTION 6: SPECIAL PROCUREMENT REQUESTS 

 

6.1 Check Requests 

 

A Check Request is an internal form used to communicate a request for reimbursement in an 

amount less than $5,000.  A check request should be used to pay for items such as membership 

dues, subscriptions, conference registrations, honorariums, and cash advances.  The check request 

must be approved by the appropriate persons and must be accompanied by an invoice or other 

supporting documentation, approved by Director of Finance or General Manager, that explains the 

business purpose for the expenditure (ex: contracts or statements for services rendered).  Each 

Check Request must include proper written approval pursuant to Section 4.2. 

 

A Check Request is intended to supplement, and not replace, the regular Purchase Order process.  

It is for limited use and is not available for reimbursement of goods or non-professional services, 

which in the normal course of business, would be ordered through the standard Procurement 

process. 

 

 

6.2 Credit Card 

 

Departments may utilize a corporate credit card to obtain low-cost purchases for immediate use.  

These corporate credit cards are assigned to the General Manager, Vice Presidents, and/or 

Directors who will then delegate authority to individual employees for procurement of LCUB 

required goods, equipment and/or supplies.  Each card will have an established monetary limit 

based upon LCUB’s Credit Card Policy.  Any credit card purchase shall be reviewed by the 

responsible Department Manager in conformity with LCUB policy.  All credit card use shall be 

consistent with this Policy. 

 

 

6.3 Petty Cash 

 

LCUB reserves the use of petty cash for employees’ incidental expenses for which alternate 

methods of payment are unavailable or unfavorable.  Authorized employees may use petty cash 

funds for reimbursements or advances of authorized business expenses up to $100, which an 

employee has incurred or will incur in the near future.  To request/receive petty cash, an employee 

shall submit a completed Petty Cash Request Ticket, with proper manager authorization, to 
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Remittance Processing or a designated petty cash custodian within the organization.  Evidence to 

support the request should always accompany the completed Petty Cash Request Ticket. 

 

 

6.4 Changes to Purchase Orders and Contracts 

 

After a purchase is awarded, a party may desire to change the original cost and/or terms.  

Departments wanting to purchase additional items, substitute items, or otherwise change an 

existing Purchase order must contact Procurement prior to contacting the vendor.  These 

occurrences should be rare, as products should be bid as desired.  Departments may not negotiate 

directly with contractors to change prices, quantities, specifications, etc.  If the contractor finds 

that existing conditions necessitate modifications to the Purchase Order or contract terms and/or 

conditions, the contractor shall promptly report any such matter to the Procurement Manager.  All 

suggested changes will be taken into consideration.  LCUB will not permit changes to contract 

conditions or specifications unless the contractor receives written approval from the Procurement 

Manager and Department Head. 

 

A contract change can be in one of two (2) forms: 

 

(a) An amendment drafted by the Legal Services Division.  Procurement should be 

informed of any proposed amendments prior to implementation, and the 

Procurement Manager must endorse the same; or, 

 

(b) Procurement may issue a change order to ensure that the proper payments, items, 

and prices correspond.  The change order shall be approved by the supplier, an 

LCUB officer, manager, or representative authorized to approve the change, and 

endorsed by the Procurement Manager.  Change orders that exceed 10% of a 

contract with an original value in excess of $50,000, or change orders in excess of 

$50,000 shall be approved by the General Manager, or a designee.  All change 

orders shall be awarded and executed in the same manner as the original contract, 

and shall be performed under the applicable terms and conditions of the original 

contract. 

 

Proposed changes to a Purchase Order or Contract, including contract renewal or amendment, must 

be submitted in writing to Procurement, and copies of any changes should then be distributed to 

all interested or affected parties.  All changes, contract amendments or renewals shall be confirmed 

by the applicable department, and maintained on file with the original contract in the Legal 

Services Division. 

 

 

SECTION 7:  PROFESSIONAL SERVICES 

 

Professional service agreements are contracts for unique or technical functions performed by an 

independent contractor with specific education, experience, or technical abilities.  Professional 

service agreements may involve partnerships, firms, or corporations, as well as individuals.  In 
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most cases these services are for a specific project, and are not a continuing, ongoing LCUB 

responsibility. 

 

LCUB departments may negotiate a contract with the most qualified professional at a price that it 

determines to be fair and reasonable.  In making an award, departments should account for the 

estimated value of the services to be rendered, as well as the scope, complexity, and professional 

nature of the services.  If the reasonably anticipated value of a professional services agreement 

totals $50,000 or more, the department is advised to submit the agreement to Procurement for 

review and/or approval prior to execution.  This monetary threshold is not based on a one-time 

cost, but rather on a cumulative cost for ongoing services under the project terms. 

 

• Examples of “professional services” include consulting, software 

development/design, engineering, advertising/marketing, graphic design, legal 

services, educational and/or training consultants, accounting services, financial 

brokers, banking, financial management, insurance brokers, real estate agents, or 

real estate appraisers, architects, and surveyors. 

• Services that would not be considered “professional services” include repair 

services, small equipment rental, construction services, printing, computer 

programming, etc.  These services are often referred to as “routine services.”  

Transactions involving “routine services” will be handled consistent with the 

supply Procurement policies and procedures.  A professional services agreement 

need not be prepared, but prior approval of Procurement is required (generally in 

the form of a Purchase Order). 

 

 

7.1 Provider Selection 

 

Selection of a professional service provider shall be based on a variety of criteria including, but 

not limited to, demonstrated competence, knowledge, references, and unique qualifications to 

perform the services, in addition to offering a fair and reasonable price that is consistent with 

current market conditions.  Additional criteria may be used as appropriate to the circumstances. 

 

 

7.2 Provider Accountability 

 

Work requirements should clearly define all performance objectives, work expectations, and 

project milestones, and hold the contractor accountable for successful completion of the resultant 

agreement.  Requirements include, but are not limited to, reports, training sessions, assessments, 

evaluations, or other tangible services. 

 

 

 

7.3 Provisions of Professional Service Agreements 

 

This section is intended to provide minimum guidelines for any and all professional service 

agreements: 
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 (a) Performance Requirements.  Performance requirements should be precise and 

written in such a way that can easily be determined if and when the contractor has successfully 

fulfilled its obligations under the agreement.  Consequences for noncompliance such as 

nonpayment or termination of the contract must also be defined.  Scheduled due dates that specify 

milestone targets must be clearly identified and may include, but are not limited to, regular 

meetings scheduled to evaluate progress, identification of problem areas to determine actions to 

be taken to resolve any concerns, dates for formal written reports, required oral progress reports, 

and contract monitoring requirements. 

 

 (b) Period of Performance.  The resultant agreement must also specify a start and 

completion date.  While there may be exceptions, in most circumstances an end date to the 

agreement will be required.  If an end date cannot be determined, a maximum time limit or 

maximum number of hours should be stated.  Agreements with organizations are typically written 

for a specific term of successive years.  In some instances, these agreements are renewable 

annually.  Other provisions of the agreement may include a renewal clause beyond the original 

term of the agreement. 

 

 (c) Compensation and Payment.  Compensation and payment terms include elements 

relating to cost and payment, such as maximum cost (i.e., not to exceed cost), cost per deliverable, 

hourly rates for individuals providing services, number of hours required, allowable expenses and 

total authorized for expenses, and payment and invoicing procedures.  Compensation and payment 

terms should also include a statement as to whether LCUB will pay expenses incurred and if so, 

which ones.  Such expenses includes, but are not limited to, airfare (economy or coach class), 

lodging and subsistence necessary during periods of required travel, expenses incurred during 

travel for telephone, copying and postage, and private vehicle mileage.  If other expenses are 

allowed, they must be clearly defined. 

 

 (d) Performance Monitoring.  The department shall monitor the compliance with the 

terms and conditions of the agreement and applicable laws and regulations. 

 

 (e) Provision of Liability.  The provider may be required to show proof of insurance 

coverage and workers compensation in compliance with statutory requirements, in the form 

specified by LCUB. 

 

   

 

SECTION 8: DISPOSAL OF SCRAP AND SURPLUS MATERIALS 

 

Procurement is responsible for the disposal of equipment that has been declared surplus and is no 

longer required for use by LCUB.  Departments wishing to dispose of items considered surplus 

property must coordinate with Procurement.  The Procurement Manager shall, in accordance with 

sound business and ethical practices and all legal requirements, determine the manner, time and 

methodology for disposing of surplus materials and equipment.  Such methods may include sealed 

bids or quotes by negotiated sale, traded the surplus property in on the purchase of new and/or 
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used equipment, or internet or public auction, where feasible.  LCUB reserves the right to accept 

or reject all bids. 

 

Sale of Surplus Property and Unclaimed Property 

 

When a department head determines that there is surplus equipment or material 

within the department, he or she shall notify the Procurement Manager in writing (via 

e-mail will also suffice) of any such equipment or materials.  The Procurement 

Manager will determine the best method of disposal of those items with an estimated 

value of less than One Thousand Dollars ($1,000.00).  If estimated value is $1,000.00 

or more, equipment or material shall be advertised and bids received by the 

Procurement Manager after declaration as surplus property is made and approved by 

the governing body.  Such equipment or material shall be sold to the highest bidder. 

However, the Procurement Manager may transfer surplus equipment or material from 

one department to another. The Director of Finance shall be notified of any such 

transfer or sales. With approval of the governing body, equipment or material may be 

sold at public auction (or placed on www.govdeals.com), placed in real estate 

brokerage or sold at wholesale auto.  

 

When land, buildings, or other real property owned by the organization are deemed surplus and 

no longer needed for operational purposes, the following guidelines shall apply: 

Authorization for Sale 

• The sale of surplus real property must be approved by LCUB Board of Directors. 

• A formal declaration of surplus status shall be documented prior to initiating any sale 

process. 

Method of Sale 

• Surplus real property may be sold through private listing, public auction, or other 

commercially reasonable methods. 

• The organization reserves the right to select the method that best serves its financial and 

strategic interests. 

Use of Real Estate Professionals 

• The organization may engage a licensed real estate broker or agent of its choice to 

facilitate the sale of surplus property. 

http://www.govdeals.com/


Page 23 of 23 
 

• Selection of the broker shall be based on qualifications, experience, and alignment with 

organizational objectives. 

• The broker’s commission and terms shall be negotiated and approved prior to listing. 

Valuation and Pricing 

• Prior to sale, the property shall be appraised by a qualified professional to establish fair 

market value. 

• The organization may set the listing price based on appraisal results and prevailing 

market conditions. 

Compliance and Transparency 

• All transactions shall comply with applicable laws, regulations, and internal ethical 

standards. 

• Documentation of the sale process, including approvals, appraisals, and closing 

statements, shall be retained in accordance with the Lenoir City Utilities Board’s 

recordkeeping policy. 

 

Unclaimed Property 

All personal property held for the owner by the Utility that has remained unclaimed 

by the owner for more than one (1) year is presumed abandoned. 

In the event the unclaimed property is not accepted by the State Treasurer in 

accordance with the Uniform Disposition of Unclaimed Property Act, T.C.A. §66-29-

101 et seq., then, in the discretion of the Procurement Manager’s, the property may 

be: 

(1) Disposed of in the same manner as provided for the disposal of surplus 

property; 

(2) Retained for use by the Utility; or  

(3) Destroyed if the Procurement Manager determines that the property is 

contraband, dangerous, or of negligible value. 

Personal property which has been found by a citizen and deposited with the Utility 

may be returned to the finder if the property is not claimed by its owner within one 

(1) year after its receipt by the Utility. 

The Procurement Manager may establish reasonable rates to be charged for the 

Utility’s storage of personal property. 


