












































































































































Anatomy of a Contract



Why do we need contracts?
To avoid ambiguity and disagreement:
◦ Contracts create a clearly defined relationship.
◦ Specific and exact scope of services, schedule, and 

payment terms.
◦ Everyone knows what to expect.
◦ Reduces the chances of confusion and conflict.



Why do we need contracts?

Contracts are enforceable:
◦ A contract allows the City to get relief if a contractor, 

vendor, or consultant doesn’t hold up their end of the 
bargain.

◦ Written, standard-form contracts are much easier to 
enforce than informal agreements.

◦ Even the best business relationships can go sour! Always 
prepare for the worst case scenario!



Why do we need contracts?

Contracts protect the City and City 
employees:
◦ Clear provisions in case someone 

gets hurt or one party is unable 
to perform the contract.

◦ Provisions for resolving disputes 
between the parties.

◦ Indemnification clauses protect 
the City against frivolous 
lawsuits.

◦ Contracts save money!



Types of Contracts
Purchase of Goods:  Such as office supplies, equipment, furniture.

Professional Services: Attorney services, consulting services, 
architectural or design services, feasibility studies, capital project 
management.

Other Services:  On-site maintenance, contractors, off-site repair 
work, catering.

Public Works Projects:  Construction, improvement of publicly 
owned property



Municipal Code Requirements

Purchase or contract for materials, supplies, services 
(professional, consulting, public works, maintenance 
and other general services) and equipment

Public works projects- City shall comply with the 
California Public Contract Code for public works projects



Municipal Code Requirements
Basis of Award:   For materials, supplies, services 
(professional, consulting, maintenance and other general 
services) and equipment:
 lowest total cost commensurate with quality and scope 

needed subject to state law limits
Professional services- demonstrated competence, 

professional qualifications and suitability for project
Can consider cost of professional services if relevant factor 

under the circumstances
Require all applicable laws for bidders security, bonding and 

prevailing wage



Municipal Code Requirements
Dollar Limits

Professional Service Contracts $30,000 or Less   
 Awarded by City Manager
RFP or Notice Inviting Informal Bids 
Provide to at least 3 vendors
Endeavor to receive at least 3 proposals
Alternative procedure-by negotiated contract, purchase 

order 
Alternative procedure-oral quote from potential 

contractors and accepts quote determined in best 
interest of City



Municipal Code Requirements
Dollar Limits

Professional Service Contracts $30,000 or Less   
 Best serve interests of City 
Take into account competence, professional 

qualifications and suitability for project
Cost can be considered if City determines it is relevant



Municipal Code Requirements
Dollar Limits

Professional Service Contracts $30,001 or more

 Awarded by City Council 
RFP or Notice Inviting Informal Bids 
Provide to at least 3 vendors
Endeavor to receive at least 3 proposals
Or Formal Bidding



Municipal Code Requirements
Dollar Limits

Professional Service Contracts $30,001 or More
 Best serve interests of City 
Take into account competence, professional 

qualifications and suitability for project
Cost can be considered if City determines it is relevant



Municipal Code Requirements
Dollar Limits

Materials, Supplies and Equipment $30,000 or less

 Awarded by City Manager
RFP or Notice Inviting Informal Bids 
Provide to at least 3 vendors
Endeavor to receive at least 3 proposals
Alternative procedure-by negotiated contract, purchase 

order or other procedure in purchasing policy
Alternative procedure-oral quote from potential contractors 

and accepts quote determined in best interest of City
Best Interests of City



Municipal Code Requirements
Dollar Limits

Materials, Supplies and Equipment $30,001 or more

 Awarded by City Council
RFP or Notice Inviting Informal Bids 
Provide to at least 3 vendors
Endeavor to receive at least 3 proposals
Or Formal Bidding 
Lowest and responsible bidder



Municipal Code Requirements
Public Works Project

Public Works Contract

 Adopted Uniform Public Construction Cost Accounting 
Act
Informal and Formal Bidding with Dollar Limits
$60,000 or less-negotiated contract
$200,000 or less- informal bidding procedures
$200,000 or more-formal bidding procedures



Municipal Code Requirements
Public Works Project

Public Project Definition

 Construction, reconstruction, erection, alteration, 
renovation, improvement, demolition, and repair work 
involving any publicly owned, leased, or operated 
facility.
Painting or repainting of any publicly owned, leased, or 

operated facility.



Municipal Code Requirements
Public Works Project

Public Project Definition

Exceptions
Routine, recurring, usual work for preservation or protection of 

owned or operated facility
Maintenance work
Minor repainting
Resurfacing of streets at less than one inch
Landscape maintenance



Anatomy of a Contract
What is the Most Important Organ?

Heart, Brain, Lungs, Kidneys, Skin, Liver, 
Gallbladder??



Anatomy of a Contract



Anatomy of a Contract
Dr. Oz Says…

The Liver is the Most Important Organ



Anatomy of a Contract
The SCOPE OF WORK is the Liver
What…am I contracting for

When…will I receive the goods
How…will it be installed
Where…will it be delivered



Anatomy of a Contract
You Gotta Have Heart!

Compensation is the Heart of a Contract



Anatomy of a Contract

What's something that you do all day, 
every day, no matter where you are or 
who you're with?



Anatomy of a Contract

Breathe

“I do my job like I breathe — so if I can’t breathe 
I’m in trouble.”

― Karl Lagerfeld



Anatomy of a Contract
Our Lungs 

You Can’t Let Them Collapse--



Anatomy of a Contract

Or Elapse…

“Insurance and Indemnification”



Anatomy of a Contract

What Holds our Organs in Place?



Anatomy of a Contract

Bones

Every Contract Has Bones



Anatomy of a Contract
Bones

Name of Contracting Party
Date of Agreement
Address of Contracting Party
Warranty/Guarantee
Termination
Provision
Attorneys Fees
Work Product
Legal Minutia



Anatomy of a Contract

If I Only Had a Brain   



Anatomy of a Contract

In the Wizard of Oz, the scarecrow received a 
diploma. 

According to Oz, the only thing separating 
Scarecrow from other great thinkers was this 

diploma, so he gave him one. 



Anatomy of a Contract
Brain-The Art of Negotiation
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