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LEGAL COMPLIANCE MANUAL

CONTRACTING - BID LAWS

Introduct ion

A municipality entering int o an agreement  for the sale or purchase of supplies,
materials, equipment or the rental thereof, or the construct ion, alterat ion, repair or
maintenance of real or personal property must abide by the statutes relating to
contracting and bidding.  In addit ion, for counties, such statutory requirements also
apply to contracts for "w ork or labor."

A municipality, for the purpose of this section, is a county, tow n, city, school district,
or other municipal corporation or polit ical subdivision of the state authorized by law  to
enter into contracts.  Each cont ract  must be approved by the appropriate authority, as
authorized by statute or charter, w ithin the municipality.

If  the audited governmental unit  is one of  the listed t ypes of  municipalit ies and it  has
the pow er to contract, complete the questionnaire to determine if  the municipality
conformed to the contract ing and bidding statutes.

Minn. Stat. § 471.345, the Uniform Municipal Cont ract ing Law , w as established to
provide dollar limits for all municipalit ies upon contracts which shall or may be entered
into on the basis of compet it ive bids, quot at ions, or purchase or sale in the open
market.  Beginning August 1, 2000, the statute sets the basic requirements for
governmental subdivisions as set  forth below .  (For pre-August 1, 2000, contracts,
apply Section 4 from the 1999 Legal Compliance Audit  Guide.)

A. For Municipalities of Less Than 2,500 Population.

1. For contracts over $35,000--sealed bids, solicited by public notice and
subject  to the part icular requirements of the governmental subdivision.

2. For contracts from $10,000 to $35,000--sealed bids or direct
negot iat ion, w ith tw o quotat ions w henever possible.

3. For contracts of  $10,000 or less--open market or quotat ions (w ith at
least tw o contract  quotations, if  pract icable).

B. For All Other Municipalit ies.

1. For contracts over $50,000--sealed bids, solicited by public not ice and
subject  to the part icular requirements of the governmental subdivision.

2. For contracts from $10,000 to $50,000--sealed bids or direct
negot iat ion, w ith tw o quotat ions w henever possible.

3. For contracts of  $10,000 or less--open market  or quotations (w ith at
least tw o contract  quotations, if  pract icable).



M inn. St at .

Sect ion CONTRACTING - BID LAW S

Yes No W ork paper

Reference

1 1 / 0 3 4 -2

Part I.  Uniform Law s - Applies to All M unicipalities

§ 4 7 1 .3 4 5 ,

subd. 3

§ 4 7 1 .3 4 5 ,

subd. 4

§ 4 7 1 .3 4 5 ,

subd. 5

§ 4 7 1 .3 4 5 ,

subd. 3

(Note:  For pre-A ugust 1, 2 00 0,  contracts, apply Section 4 from t he

19 99  Legal  Compl iance Audi t  Guide.)

A . For municipali t ies of less than 2,5 00  population

The estimated contract  amount determines w hether sealed bids

or quotations are required.

1 . Contracts over $35 ,00 0

a. Hav e all cont ract s est imated t o ex ceed  $35 ,0 00  been

let  on  sealed bids?

b. Hav e the b ids been so licit ed by public  not ice?

c. A re the bids on f ile?  (See Int roduc t ion  sect ion  ent it led

“ Dest ruc t ion  of  Reco rds, ”  pages iii through iv .) 

2 . Con t ract s f rom  $10 ,0 00  to $ 35 ,0 00  can  be m ade on sealed

bids or by  direc t  negot iat ion  based on quot at ions.

a. Have all  contract s estimated to exceed $1 0, 00 0 but  not

to exceed $35 ,0 00  been let on sealed bids or

negot iated quotes?

b. If  sealed bids w ere used, w ere the requirements of  A .1.

m et ?

c. If quot at ions w ere used and obt aining t w o or m ore

quot es w as possible,  w ere tw o or more quotes

obtained?

d. If quot ations w ere used, w ere the quotations kept on

f ile for at  least  one year?

3 . Contract s estimated to be $1 0, 00 0 or less may be made

either upon quotation or in the open market.   If  quot ations

w ere used, are t hey  on f ile?

B. For all ot her m unicipalit ies

The estimated contract  amount determines w hether sealed bids

or quotations are required.

1 . Contracts over $50 ,00 0

a. Hav e all cont ract s est imated t o ex ceed  $50 ,0 00  been

let  on  sealed bids?

b. Hav e the b ids been so licit ed by public  not ice?

c. A re the bids on f ile?  (See Int roduc t ion  sect ion  ent it led

“ Dest ruc t ion  of  Reco rds, ”  pages iii through iv .) 
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Sect ion CONTRACTING - BID LAW S

Yes No W ork paper

Reference

1 1 / 0 3 4 -3

§ 4 7 1 .3 4 5 ,

subd. 4

§ 4 7 1 .3 4 5 ,

subd. 5

§ 4 7 1 .3 4 5 ,

subd.  5 a

§ 4 7 1 .3 4 5 ,

subd.  1 5

§ 4 7 1 .3 5

Part I.   Uniform Law s - Applies to All M unicipalities (Continued)

2 . Con t ract s f rom  $10 ,0 00  to $ 50 ,0 00  can  be m ade on sealed

bids or by  direc t  negot iat ion  based on quot at ions.

a. Have all  contract s estimated to exceed $1 0, 00 0 but  not

to exceed $50 ,0 00  been let on sealed bids or

negot iated quotes?

b. If  sealed bids w ere used, w ere the requirements of  B.1.

m et ?

c. If quot at ions w ere used and obt aining t w o or m ore

quot es w as possible,  w ere tw o or more quotes

obtained?

d. If quot ations w ere used, w ere the quotations kept on

f ile for at  least  one year?

3 . Contract s estimated to be $1 0, 00 0 or less may be made

either upon quotation or in the open market.   If  quot ations

w ere used, are t hey  on f ile?

C. Count y  or t ow n cont ract s for t he ren tal of  equ ipm ent  est imated

to be $6 0, 00 0 or less may, at t he discretion of the board, be

made by direct  negotiation by obt aining tw o or more quotations

w hen possible.  If  t his method w as used, w ere quotations kept

on f ile for at  least  one year?

D. If  t he m un icipalit y  cont racted f or t he purc hase of  supplies,

materials, or equipment w ithout regard to competit ive bidding

requ irement s, w as the purc hase t hrough a nat ional mun icipal

association’s purchasing al liance or cooperative created by a joint

pow ers agreement that purchases items from more than one

source on the basis o f  compet i t ive b ids or compet i t ive

quot at ions?

NOTE:  Exceptions to the competit ive bidding requirements of M inn.

Stat. § 47 1. 34 5 exist for w ater tank service contracts, procurement

from economically disadvantaged persons, shared hospital or

ambulance service purchasing, fuel contracts for generation of

municipal pow er, procurement from rehabili tat ion facil it ies, energy

ef f icien t  pro ject s, and so lid w aste cont ract s.  If  a cont ract  you  aud it

f alls int o one o f  t hese categories, rev iew  the relevant  excep t ions to

see if  i ts  cri ter ia are met.   See M inn.  St at .  §§ 4 7 1 .3 4 5 ,  subds.  5 b,  8 ,

1 0 ,  11 ,  1 2,  and 1 3 ;  and 4 0 0 .0 4 .

E. Other Considerations

1 . Spec if icat ions on cont ract s.  W ere the specif icat ions w rit t en

so as not to exclude all  but one ty pe or kind of supplies or

equipment?

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

                    

                    

                    

                    

                    

                    

                    

                    



M inn. St at .

Sect ion CONTRACTING - BID LAW S

Yes No W ork paper

Reference

1 1 / 0 3 4 -4

§ 5 7 4 .2 6

§ 5 7 4 .2 6 1 ,

subd.  1 a

§ 471.6161

Part I.   Uniform Law s - Applies to All M unicipalities (Continued)

2 . Interest  in contract .   (See Confl ict s of Interest Sect ion,

page 2-1.)

3 . Cont ract or’ s perform ance and payment  bonds.  Con t ract ors

doing public w ork are required to give both a performance

bond and a payment bond in an amount not  less than the

contract  pr ice if  t he contract  is more than $7 5,0 00 .

a. W ere bonds receiv ed f or all con t ract s great er t han

$ 7 5 , 0 00 ?

b. W ere the amount s suff icient?

NOTE:  If  t he project  is under $5 0, 00 0,  contractor may provide

for ir revocable bank let t er  of  credit  in place of  a performance

bond prov ided the let t er of  credit  is subject  t o t he sam e

condit ions as a performance bond.

For schoo l dist ric t  cont ract s lim it ed t o t he purc hase of  a f inished

tangible product,  See note in Part  II.D.,  inf ra.

F. Group Insurance

A ny polit ical subdivision that provides group insurance for 25  or

more employees must comply w ith certain bidding requirements

in con t ract ing  for o r renew ing said insurance.

1 . W as the request f or proposals (RFP) in w rit ing?

2 . Did  the RFP inc lude:

a. the coverage to be provided;

b. the criteria for evaluation of proposals; and

c. t he aggregat e c laims record  for t he appropriat e period? 

3 . W as the RFP not ice p laced  in a new spaper or t rade journal at

least  21  day s bef ore t he f inal date for subm it t ing  proposals?

4 . W as a w ritt en rationale explaining the polit ical subdivision’ s

decision prepared prior  to entering into a contract?

5 . W as the term of t he contract  f ive years or less, including

extensions?

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

                    

                    

                    

                    

                    

                    

                   



M inn. St at .

Sect ion CONTRACTING - BID LAW S

Yes No W ork paper

Reference

1 1 / 0 3 4 -5

Part II.  Law s Relating to Specific Municipalities

§ 375.21;
for Road

Construct ion
Cont ract s,
see also
§ 160.17

See also

§ 5 7 4 .2 6

§ 3 7 5 .2 1

A . Count ies

1 . A dvertisement for Bids

a. W ere bids adv ert ised f or in  a qualif ied legal new spaper

of  the County?

b. If t he contract  is for the purchase of property  or for

w ork and labor, w as the public notice, stating t ime and

place for bids, published tw o w eeks prior to t he

deadline?

c. If  t he con t ract  is for t he const ruc t ion  or repair of  roads,

bridges,  or build ings, w as the pub lic not ice,  stat ing  t ime

and place for bids, published three w eeks prior to t he

deadline?

d. Did the published notice include the t ime and place of

aw arding the contract?

e. Did the published notice include a brief description of

the w ork?

2 . Aw arding the Contract

a. W as the con t ract  aw arded to t he low est  responsib le

bidder?

b. If t he cont ract  w as not  aw arded t o t he low est b idder,

w ere reasonable and appropriat e reasons document ed in

the m inutes?

c. W ere the names of the bidders and the amount of  the

bids put on record?

d. W as the contract executed in w rit ing?

e. If t he contract  involved w ork and labor for the

const ruc t ion  or repair of  roads, b ridges, o r bu ildings,

w as a faithf ul performance bond received from t he

cont ract or?

3 . Emergency Exceptions

a. In case of an emergency arising from the destruct ion or

impassabili ty of  road or bridges by f loods, rain or snow ,

or other casualty , or the breaking or damaging of any

property in the county  i f  the public health, safety , or

w elfare w ould suff er by delay, contracts for purchase or
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Sect ion CONTRACTING - BID LAW S

Yes No W ork paper

Reference

1 1 / 0 3 4 -6

§ 3 7 5 .2 2

§ 3 7 3 .0 1 ,

subd. 1

§ 103E.705, 
subd. 5

§ 4 1 2 .3 1 1

Part II.   Law s Relating to Specific M unicipalities (Continued)

                   repairs may be made w ithout advert is ing for b ids;  but ,     

                   in that case, the action of t he board shall  be recorded in  

                   its o f f icial p roc eedings.

b. In case of  an em ergency  arising  f rom  breakage,

damage, or decay in county  property t hat cannot be

allow ed to w ait f or the t ime required to advert ise for

bids, repairs may be m ade w ithout  adv ert ising  for b ids if

the w ork is authorized by a majority of  the board of

county  comm issioners and the action is rati f ied and

recorded in  the o f f icial p roc eedings o f  t he board  at  it s

next m eeting.

c. If  any emergency except ions w ere taken by the county ,

w ere the required  board ac t ions reco rded in t he o f f icial

proceed ings?

4 . Sale of  Real Propert y 

If  the county  so ld  real property :

a. W ere bids advert ised for in the off icial new spaper of t he

county  for t hree consecu t ive w eeks?

b. W ere bids advert ised at least once in a new spaper of

general circ ulat ion  in t he area w here t he propert y  is

located?

c. Did the notice contain the t ime and place for

considering proposals as w ell as a legal description of

the real property involved?

d. W as the real propert y so ld t o t he highest b idder?

(1 ) If no, w ere reasons documented in the minutes and

w ere the reasons stated reasonable and

appropriat e?

5 . Drainage Sy stems

a. If t he estimated cost of  repairs and maintenance of one

drainage system f or one year w ill  be less than the

great er of  $50 ,0 00 , o r $ 1 ,0 00  per m ile of  open d it ch  in

the di tch system, the drainage authori ty may have such

w ork done w ithout advert ising for bids or entering into

a cont ract .  W ere these condit ions met?

B. St atut ory  Cit ies

1 . A dvertisement for Bids

a. W as the request f or bids published at least once in the

of f ic ial  new spaper? 

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

                    

                    

                    

                    

                    

                    

                    

                    



M inn. St at .

Sect ion CONTRACTING - BID LAW S

Yes No W ork paper

Reference

1 1 / 0 3 4 -7

§ 365.37;
for Road

Construct ion
Cont ract s,
see also
§ 160.17

§ 3 6 5 .3 7

§ 1 2 3 B. 5 2 ,

subd. 1

§ 1 2 3 B. 5 2 ,

subd. 1

Part II.   Law s Relating to Specific M unicipalities (Continued)

b. W as the not ice published at  least  ten days in advance

of  t he last  dat e for subm ission of  bids?

2 . W as the con t ract  aw arded t o t he low est responsible bidder?

3 . If t he cont ract  w as not  aw arded t o t he low est b idder, w ere

reasonable and appropriate reasons documented in the

minutes?

C. Tow ns

1 . A dvertisement for Bids

a. W as a public notice of t he t ime and place to submit bids

posted in the three most public places in the tow n for

t en days or pub lished for t w o w eeks in  a new spaper

generally circulated in the tow n?

2 . If t here w as no notice given or sealed bids solicited, did a

spec ial emergency  exist?

(A  spec ial emergency  is a situat ion  requ iring  immediat e

action essential to the health, safety , or w elfare of t he

tow n.)

3 . W as the con t ract  aw arded t o t he low est responsible bidder?

4 . If t he cont ract  w as not  aw arded t o t he low est b idder, w ere

reasonable and appropriate reasons documented in the

minutes?

D. Schools

1 . A dvertisement for Bids

a. W as tw o w eeks published notice of t he request for bids

made in the of f icial new spaper?

b. Did the notice state t he t ime and place for submitt ing

bids?

c. Did the not ice include a brief  descr ipt ion of  the subject

m at t er?

2 . Aw arding the Contract

a. W as the con t ract  aw arded to t he low est  responsib le

bidder?

b. If t he cont ract  w as not  aw arded t o t he low est b idder,

w ere reasonable and appropriat e reasons document ed in

the m inutes?

c. W as the contract executed in w rit ing?
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M inn. St at .

Sect ion CONTRACTING - BID LAW S

Yes No W ork paper

Reference

1 1 / 0 3 4 -8

§ 1 2 3 B. 5 2 ,

subd. 1

§ 1 2 3 B. 5 2 ,

subd.  1 a

§ 1 2 3 B. 5 2 ,

subds.

1  &  3

Part II.   Law s Relating to Specific M unicipalities (Continued)

d. W as a faithf ul performance bond received from t he

cont ract or?

NOTE:  If  t he con t ract  is limit ed t o t he purc hase of  a f inished

tangible product,  the board may require,  at  i ts  discret ion, a

performance bond in  the amount  i t  deems necessary .

3 . A re records retained on al l bids w ith:

a. t he names of  t he b idders;

b. t he am ount s of  t he b ids;

c. an indicat ion as to t he succ essfu l bidder?

      4 .     If  a pro ject  labor agreem ent  is used to const ruc t  or repair a   

               facil ity :  

              a.   Did the school board adopt at a public meeting a w ritt en 

                    resolution authorizing the project labor agreement? and 

              

              b.   Did the school board publish notice of the meeting in     

                    the distr ict ’ s off icial new spaper at least 3 0 days in        

                    adv ance? 

5 . Tie Low  Bids or Single Bids

a. In the case of  ident ical low  bids f rom  tw o or m ore

bidders,  t he board may , at  it s disc ret ion,  ut ilize

negotiated procurement methods w ith the t ied low

bidders for that  part icular transact ion, so long as the

pric e paid does not  exceed  the low  t ied b id price.

(1 ) If  t here w ere any  t ie low  bids, w as the u lt imate

pric e paid less than or equal t o t he t ie low  bid

pric e?

b. In the case w here only a single bid is received, the

board m ay, at  it s disc ret ion , negot iate a mut ually

agreeable contract  w i th the bidder so long as the pr ice

paid does not exceed the original bid.

(1 ) If t here w ere any cases of single bids, w as the

ult imate price paid less than or equal to t he bid?

6 . Direc t  Negot iated Cont ract s 

a. Contracts for  the purchase of  per ishable foods. 

Perishab le food it ems (exc ept  m ilk f or sc hool lunches

and vocational training programs) in any amount  may be

made by direct  negotiation w ith tw o or more quotations

received w ithout  adv ert ising  for b ids.   W ere w rit t en

quot at ions receiv ed and w ere they  kep t  on f ile for at

least  one year?
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Sect ion CONTRACTING - BID LAW S

Yes No W ork paper

Reference

1 1 / 0 3 4 -9

§ 1 2 3 B. 5 2 ,

subd. 6

Part II.   Law s Relating to Specific M unicipalities (Continued)

b.    Cont ract s for t ransport at ion/ f uel.  A  cont ract  f or             

      transportation of school children or for the purchase of    

      pet roleum heat ing  fuel or f uel f or v ehic les may be m ade  

      by direct negotiation by obt aining tw o or more w ritt en    

      quo tat ions w hen possible or on  sealed bids.

(1 ) If  a cont ract  w as made by direc t  negot iat ions,

w ere quot at ions requested by published not ice at

least 3 0 days before the contract w as aw arded?

(2 ) W ere w rit t en quotes receiv ed and w ere all

quo tat ions kep t  on f ile for at  least  one year?

7 . School Dist rict  Surplus Com put ers

Did the school distr ict dispose of surplus computer and

related equipment  by  conv eying  the propert y  and t it le to

another school d ist ric t , t he st ate depart ment  of  co rrect ions,

the board of t rustees of t he Minnesota state colleges and

universit ies, or the fami ly of  a student residing in the district

w hose tot al family income meets the federal definit ion of

poverty?
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Sect ion CONTRACTING - BID LAW S

Yes No W ork paper

Reference

1 1 / 0 3 4 -1 0

Part III.   Audit Conclusion

The audit or m ust  state a conc lusion--based on t his quest ionnaire and any ot her audit  procedures perf orm ed--w het her

the cl ient has complied w ith the legal provisions review ed relating to contracting and bidding.

Conclusion:                                                                                                                                                    

                                                                                                                                                                    

                                                                                                                                                                    

                                                                                                                                                                    

                                                                                                                                                                    

                                                                                                                                                                    

                                                                                                                                                                    

                                                                                                                                                                    




