[bookmark: _GoBack]COUNCIL LETTER
CITY OF KNOXVILLE
October 17, 2016



AGENDA ITEM:  Discussion and possible action on City of Knoxville Local Bidder Preference.

BACKGROUND:  This topic has been discussed several times in recent years with the current policy of 5% with a cap of $1,500 established by council less than two years ago. Discussion on this topic generally focuses on vehicle purchases.

Since Fiscal Year 2013 the City has purchased 16 vehicles that could be purchased locally (loaders, dump trucks, and other large equipment is not included as there is not a local vendor for these items). Of these, 12 of these vehicles were purchased at Motor Inn in Knoxville. Of the four vehicles not purchased during that time, three of them were Ford vehicles and therefore not carried by Motor Inn. Prior to the recent decision to purchase a police vehicle using the state contract the last vehicle (besides Ford models) not purchased at Motor Inn was in July 2012. The City has invoices totaling $218,044 during that timeframe.

BUDGET IMPACT:  Current City policy was decided upon as an attempt to both support local business and be responsible with tax payer funds. Long term City funds for vehicle replacement are based on regularly reviewed projections of vehicle expense. Significant changes to local preference could jeopardize the City’s replacement schedule and over a period of years would increase vehicle expenditures by tens of thousands of dollars.

RECOMMENDATION:  Given the competitiveness of local dealers in recent years (75% of vehicle purchases in total and over 92% of GM purchases) staff recommends only a minimal change to Local Bidder Preference. If council seeks a change to current policy, the recommendation would be to raise the $1,500 cap and hold the percentage at 5%. 


