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STATE OF TENNESSEE
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BiLL HASLAM ROBERT E. OGLESBY, AIA
GOVERNOR COMMISSIONER

MINUTES
PROCUREMENT COMMISSION MEETING #015
THURSDAY, FEBRUARY 19, 2015 - 2:00 P.M.
TN TOWER, 3*” FLOOR, NASHVILLE ROOM

Members in Attendance:

Justin P. Wilson, Comptroller of the Treasury; Robert E. Oglesby, Commissioner of the
Department of General Services

Others in Attendance:

Shannon Howell, Mark Paganelli, Buddy Lea, Melinda Parton, Don Ivancic, Bryan Chriske,
Kevin Bartels, Toni Stuart, Taylor Passons, Colleen Mallea, Daniel Leeson, Jamil Moore, Fred
Roach, Bruce Shanks, Jr., Sheila Ewing-Agnew, Shay Oliphant, Kaci Stewart, Charlotte
McKinney, Paul Krivacka

L Call to Order.

Comptroller Wilson called the meeting to order and recognized that a quorum of Procurement
Commission members was present. Comptroller Wilson stated that Commissioner Martin was
unable to attend the meeting due to an emergency but his administrative assistant sent a memo
indicating that Commissioner Martin was very comfortable with the items on the agenda and
with Comptroller Wilson and Commissioner Oglesby proceeding without him. Comptroller
Wilson stated that he was very reluctant to proceed on any matter that would be considered
controversial unless all Procurement Commission members were present and he believed the
other Procurement Commission members would agree. Comptroller Wilson added that he did
not think any items of that nature were on the meeting agenda; however, if any arose they would
be deferred until the next meeting.

II. Minutes from the January 15, 2015 Procurement Commission Meeting.

Comptroller Wilson presented the January 15, 2015 minutes and stated that they appeared to be
in order. Comptroller Wilson then made a motion to approve the minutes from the January 15,
2015 Procurement Commission meeting as presented. The motion was seconded by
Commissioner Oglesby; whereupon the minutes were approved.
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111. New Business.

Proposed Changes to the following Central Procurement Office documents.

Comptroller Wilson asked Paul Krivacka, Lead Attorney/Director of Category Management,
Central Procurement Office, to present the New Business agenda items. Mr. Krivacka stated that
there were two New Business items on the agenda and both documents had been vetted through
the Policy Review Subcommittee and the Advisory Council for recommendation to the
Procurement Commission for approval.

(1) Central Procurement Office Policy Number 2015-010, Statewide Purchasing Card
Policy and Procedures

Mr. Krivacka stated that the current P-Card program was heavily underutilized with
approximately $20 million in annual spend in comparison to programs in other states
with approximately $300 million in annual spend. Mr. Krivacka indicated that the
primary reason for increasing the total annual spend would be the corresponding
1.5% rebate on total transactions that would be received by the State. Mr. Krivacka
stated that the current P-Card program was overly bureaucratic, difficult to use, and
required burdensome documentation.

Mr. Krivacka then summarized the following points with regard to Central
Procurement Office Policy Number 2015-010, Statewide Purchasing Card Policy and
Procedures:

e The proposed Statewide Purchasing Card Policy and Procedures would overhaul
the State’s Purchasing Card (“P-Card”) program. Significant changes to the
existing program were necessary for the Central Procurement Office to reach its
goal of a 20% increase in P-Card spend.

e Approval of this policy is the first step in increasing the State’s P-Card use and
realizing increased rebates associated with increased P-Card use.

e Card types

o This policy expands the number of card types available to State
procurement professionals—purchases may be made using a physical or
virtual P-Card.

o A physical P-Card is similar to a consumer credit card, and the single
transaction limit for a physical P-Card is $10,000.

o A virtual P-Card involves a unique account number, embedded within
Edison, that is securely transmitted to a vendor upon Edison-based
approval of a purchase transaction.

* Virtual P-Cards can be used to make payments to any vendor that
is registered with the State and whose payment method has been
activated to “P-Card” in Edison.

* Agencies can use virtual P-Cards to minimize the risk of improper
purchases by requiring approvals within Edison before the
purchase transaction is complete.
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= The $10,000 single transaction limit for physical P-Cards does not
apply to virtual cards, hence Agencies can use virtual P-Cards to
satisfy a broad range of their purchasing needs

e This policy is a major improvement over the existing P-Card Manual.
o This policy expands the scope of P-Card uses.

= Agencies can use virtual P-Cards to make purchases from
statewide contracts, agency term contracts, and with any vendor
that has an existing procurement relationship with the State (e.g.,
small and informal purchases).

o This policy makes using the P-Card less bureaucratic and easier to use.

* Card users reconcile transactions in Edison instead of manually
reconciling transactions.

* Cardholders have the flexibility to provide several different forms
of documentation for their transactions.

o This policy empowers Agencies to develop their own internal P-Card
procedures.

* The statewide policy establishes minimum requirements for
agency procedures but allows agencies to tailor their internal
documents to their unique organizational needs.

* The Central Procurement Office (“CPO”) is currently drafting
model State agency procedures that can be used by State agencies;
the CPO and the office of the Comptroller of the Treasury
(“COT”) will review and approve each agency’s procedures.

Comptroller Wilson asked for confirmation that the internal P-Card procedures to be
developed by each state agency would require approval by the Central Procurement
Office and the Comptroller’s Office. Mr. Krivacka confirmed that was correct. Mr.
Krivacka indicated that the Central Procurement Office would develop model
procedures that would be submitted for approval by the Procurement Commission.
After approval by the Procurement Commission, the model procedures would then be
used by each agency to develop their specific P-Card procedures.

Comptroller Wilson asked if Central Procurement Office Policy Number 2015-010,
Statewide Purchasing Card Policy and Procedures addressed the audit findings from
the 2013 state audit. Mr. Krivacka acknowledged the performance audit findings and

responded as follows:

* Audit finding #1: P-Card program staff did not ensure that State Agencies
submitted payment card documentation in accordance with P-Card policies
and procedures.

* Audit finding #2: The Agency Coordinator for DGS’s P-Card program did
not properly document issuance of P-Cards to DGS employees. Thus, the
Comptroller could not determine whether the issuance of DGS’s P-Cards
conformed to P-Card policies and procedures.



Mr. Krivacka responded that the new Central Procurement Office Policy Number
2015-010, Statewide Purchasing Card Policy and Procedures would address both
the audit findings which occurred under the previous P-Card Policies and
Procedures Manual (“Manual”), a document that relied heavily on paper
documentation. Mr. Krivacka stated that the new proposed policy would remedy
the first audit finding by providing new policies and procedures for P-Card
transactions and that many of the non-compliance issues with the previous policy
would be remedied by the new policy.

Mr. Krivacka continued that state agencies would be empowered to adopt
procedures that were consistent with their internal processes; however, all state
agency procedures would be subject to review and approval by the Central
Procurement Office and the Comptroller’s Office.

Comptroller Wilson asked if there were any additional questions or comments
regarding the Central Procurement Office Policy Number 2015-010, Statewide
Purchasing Card Policy and Procedures. Commissioner Oglesby asked about the
potential for P-Card misuse and if there were safeguards in place to protect the state
from risk. Mr. Krivacka stated the virtual P-Card was the single safest transaction for
payment available to the state. Mr. Krivacka explained that within Edison a number
of approvals would be required, a payee vendor number would be embedded, and the
transaction would receive the same approvals as any other method of payment
utilized by the state. Mr. Krivacka continued that the physical P-Cards would be
subject to new roles such as cardholder, supervisor, agency reconciler, and agency
program coordinator that were created to provide controls and interface with the
statewide P-Card program administrator. Commissioner Oglesby asked if Mr.
Krivacka believed that increasing the volume of P-Card usage would increase risk to
the state, as it appeared that the risk level might actually be decreased. Mr. Krivacka
stated that by using the virtual P-Card as the primary payment method the level of
risk to the state would be reduced.

Mr. Krivacka stated that audit finding number two would also be remedied by the
new procedures and processes for P-Card transactions which would provide for new
roles and responsibilities and a greater paper trail for approvals when issuing new P-
Cards. Commissioner Oglesby asked if reconciling transactions through Edison
would be more effective than the current manual process. Mr. Krivacka confirmed
that the reconciliation process in Edison would be more efficient and would alleviate
some of the burden of using the P-Card, which would increase P-Card usage.

Comptroller Wilson asked if there were any additional questions or comments
regarding Central Procurement Office Policy Number 2015-010, Statewide
Purchasing Card Policy and Procedures. Seeing none, Comptroller Wilson made a
motion to approve Central Procurement Office Policy Number 2015-010, Statewide
Purchasing Card Policy and Procedures as presented. The motion was seconded by
Commissioner Oglesby; whereupon Central Procurement Office Policy Number
2015-010, Statewide Purchasing Card Policy and Procedures was approved.
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(2) Amendment to FA Template and Edison Configurator Terms and Conditions

Reports:

Mr. Krivacka summarized the following points with regard to the Amendment to FA
Template and Edison Configurator Terms and Conditions:

e The bond language in the FA Template and Edison configurator needed updating
to alleviate legal liability concerns.

e This request improves the existing bond language and adds two separate bond
types for procurement professionals to include in contracts — a performance bond
and a payment bond.

e These new bond terms include instructional language that helps procurement
professionals determine whether to include a bond requirement and choose the
bond type that was appropriate.

Mr. Krivacka reviewed the following definitions for bond types:

Performance bond—used for construction projects and IT projects. If the
Contractor cannot fully perform, the surety must pay the difference between the
amount of the contract with the Contractor and the amount required to hire someone
to complete performance.

Payment bond—used only when statutorily required (for public works projects). If
the Contractor, subcontractors, or suppliers default (e.g., due to bankruptcy), the
surety must pay the subcontractors, laborers, material men, etc.

Comptroller Wilson asked if there were any questions or comments regarding the
Amendment to FA Template and Edison Configurator Terms and Conditions. Seeing
none, Comptroller Wilson made a motion to approve the Amendment to FA Template
and Edison Configurator Terms and Conditions as presented. The motion was
seconded by Commissioner Oglesby; whereupon the Amendment to FA Template
and Edison Configurator Terms and Conditions was approved.

Interim Deputy Chief Procurement Officer Shannon Howell stated that the following reports
were being presented for acknowledgement only by the Procurement Commission and that no
action was needed.

1V. Certification Related Items

Ms. Howell stated that the Certification Report was for recertification for TRICOR for 1% milk.
Seeing no questions or comments, Comptroller Wilson accepted the Certification Report.



V. Limitation of Liability

Ms. Howell presented the Limitation of Liability Report that included the statewide radio
equipment contract. Ms. Howell indicated that the smaller vendors were allowed to have a
liability equal to the total cumulative amount of purchases made against their contracts.
Commissioner Oglesby asked if the amount would adjust during the year and Ms. Howell
indicated that was correct. Seeing no questions or comments, Comptroller Wilson accepted the
Limitation of Liability Report.

VI Correction of Errors

Ms. Howell presented the Correction of Errors Report and reviewed the request to correct three
clerical errors. Seeing no questions or comments, Comptroller Wilson accepted the Correction
of Errors Report.

VII. Other Business

Comptroller Wilson asked if there was any other business that needed to be heard by the
Procurement Commission.

Interim Deputy Chief Procurement Officer Howell stated that she would like to provide an
update on the continuing collaboration between higher education and the Central Procurement
Office. Ms. Howell stated that the CPO was continuing to collaborate with the University of
Tennessee (“UT”) and the Tennessee Board of Regents (“TBR”) on the HVAC/electrical/
plumbing contract. Ms. Howell reported that a Request for Information (“RFI”) had been issued
and that once responses to the RFI were received, a roundtable would be held with all
stakeholders, including primary users selected by UT and TBR.

Ms. Howell reported that UT, TBR, and the CPO were continuing work on the office supplies
contract and were in negotiations with the intended awardee. Ms. Howell stated that once
negotiations were completed, benchmarking would begin between the current State contract and
the new UT/TBR contract to determine if it is in the best interest of the State to move forward as
part of the UT/TBR contract.

Ms. Howell reported that a Central Procurement Office team lead by Sheila Ewing-Agnew had
conducted two training sessions in preparation for the rollout of the new Statewide Purchasing
Card (P-Card) Policy and Procedures. Ms. Howell stated that the training was for state agency
P-Card Coordinators and was lead by CPO staff and Citibank staff to review the Citibank system
and P-Card reconciliation process. Ms. Howell added that the training was conducted as part of
the Central Procurement Office’s efforts to increase P-Card usage and to improve
communications with state agencies. Ms. Howell reported that additional P-Card user training
sessions were planned in March for pilot agency staff from the Department of General Services
and Department of Transportation and that after successful pilot agency training was completed
the training would be rolled out to other state agencies.



Commissioner Oglesby asked if the P-Card training was well received. Ms. Howell indicated
that it was very well received and that approximately 80 staff attended. Ms. Howell concluded
her remarks by stating that a make-up training session would be held for any agency staff that
should have been included in the training but were unable to attend.

Comptroller Wilson thanked Ms. Howell for the update and asked if there was any other business
to be heard by the Procurement Commission.

VIII. Adjournment.

Seeing no other business to be heard, a motion to adjourn was made by Comptroller Wilson and
was seconded by Commissioner Oglesby; whereupon the February 19, 2015 Procurement
Commission meeting was adjourned.
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MODEL STATE AGENCY
PURCHASING CARD PROCEDURES



Instructions: Replace or otherwise address red instructional text as indicated.

State Agency Name
State Agency Purchasing Card Procedures
Effective: Date

1. Overview.
It is the State Agency Name’s policy to use the State of Tennessee’s Purchasing Card for official

state government purchases. The Statewide P-Card Program Administrator has authority to
oversee administration of the P-Card program in State Agency Name. These State Agency
Purchasing Card Procedures (“State Agency Procedures™) govern aspects of the State Agency’s
P-Card program that are not addressed by the Statewide Policy.

2. Definitions.
“Agency Term Contract” means a State Agency contract in which a source or sources of supply
are established for a specified period of time at an agreed upon unit price or prices.

“Bank” means Citibank, NA, or any of its subsidiaries as the context may require.

“Cardholder” means the State Agency employee who is issued a physical P-Card to initiate
payments on behalf of the State.

“Cardholder Agreement” means the document signed by the Cardholder to verify that he or she
completed P-Card training, received a copy of the P-Card Policy, and understands the Policy.

“Cardholder Application” means the application completed by the Cardholder that is approved
by the Cardholder Supervisor and the State Agency P-Card Program Coordinator that is required
before a P-Card Account will be assigned to a Cardholder.

“Cardholder Supervisor” means the State Agency employee with supervisory authority over the
Cardholder.

“CitiManager®” means the online portal that provides Cardholders, State Agency P-Card
Program Coordinators, and the Statewide P-Card Program Administration Team the ability to
view and download statement information, update and manage accounts, set limits and
permissions, reset passwords, and process Cardholder requests.

“Central Procurement Office” or “CPO” means the State office established and empowered by
Tenn. Code Ann. § 4-56-104.

“Cycle (Credit) Limit” means the spending limit that restricts the total value of purchases a
Cardholder can make in one billing cycle.



“Merchant Category Codes” or “MCCs” means the specific Merchant Category Code, assigned
by an acquiring financial institution, that identifies the primary goods or services a vendor
provides.

“P-Card Account” means the unique account number assigned to a Cardholder as determined by
the Bank.

“P-Card Program” means the program established by the State and managed by the Central
Procurement Office whereby Cardholders and Virtual P-Card Users make purchases on behalf of

the State of Tennessee.

“Purchasing Card” or “P-Card” means a commercial card that allows organizations to take
advantage of the existing credit card infrastructure to make electronic payments for goods or
services. A P-Card is similar to a consumer credit card, but the card-using organization must pay
the card issuer in full each month. In these State Agency Procedures, the term “Purchasing
Card” or “P-Card” shall also include “Virtual Purchasing Cards” or “Virtual P-Cards” as the

context requires.

“Purchasing Card Profile” means the unique profile associated with a Cardholder that contains
monetary or MCC limits on the Cardholder’s ability to make purchases on behalf of the State.

“Single Transaction Limit” or “STL” means the mandatory spending limit that restricts the
amount of a single purchase regardless of the Cycle Limit on the card. These State Agency
Procedures establish the STL for physical P-Cards as Number ($ #).

“State” means the State of Tennessee, including its departments, agencies, and entities that fall
under its purview.

“State Agency” means the departments, agencies, and entities of the State of Tennessee other
than units of the University of Tennessee or Board of Regents systems.

“State Agency Approver” means the State Agency Employee who approves P-Card or Virtual P-
Card Transactions. ’

“State Agency P-Card Program Coordinator” means the employee within the State Agency who
manages the P-Card Program at the State Agency level.

“State Agency Procedures” shall mean the internal procedures of the State Agency, as approved
by the Central Procurement Office and the Comptroller of the Treasury, that govern issuance of a
P-Card or authorization to use a Virtual P-Card and documentation, supervision, approval, or
reconciliation of Transactions.

“State Agency Reconciler” means the State Agency employee responsible for all the functions
associated with post-purchase processing P-Card Transactions including account allocation and

providing a business purpose when required.



“Statewide Contract” means a contract for goods or services established by the Chief
Procurement Officer that all State Agencies must utilize and that may be used by local
governments, higher education and authorized not-for-profit entities.

“Statewide P-Card Program Administration Team” means the team within the Central
Procurement Office that is responsible for overseeing the P-Card Program.

“Statewide P-Card Program Administrator” means the employee within the Central Procurement
Office who is responsible for managing and overseeing the P-Card Program.

“Statewide Policy” means the Central Procurement Office’s Policy Number 2015-010, the
Statewide Purchasing Card Policy and Procedures.

“Transaction” means the purchase of goods or services through use of a P-Card or Virtual P-
Card.

“Vendor” means a person or legal entity with the legal capacity to enter into contracts and sue
and be sued who provides goods or services to the State through a contract or a purchase order.

“Virtual Purchasing Card” or “Virtual P-Card” means the unique account number, embedded
within Edison, which is assigned to a State Agency for payment of vendors with an existing
relationship with the State.

“Virtual P-Card User” or “User” means the State Agency employee who has a buyer or e-
procurement role in Edison, has undergone training on reconciliation, and is authorized to use a
Virtual P-Card to initiate payment transactions on behalf of the State.

3. Types of Accounts.

3.1. P-Card Accounts.
P-Card accounts are those that involve the issuance of a P-Card Account to an individual

Cardholder to further the official business of the State. Cardholders are limited to one
active physical P-Card.

3.2.  Virtual P-Cards.

Virtual P-Cards are cardless accounts that allow State Agency Name to pay for approved,
Edison purchase order transactions initiated by Virtual P-Card Users. A Virtual P-Card
may be used for payments to any vendor that is registered in the State’s vendor
registration system whose payment method has been activated to “P-Card” in Edison.
There is no STL for purchases made with a Virtual P-Card. The Bank determines the

Cycle Limit for Virtual P-Cards.



4. Records Retention Requirements.
Records Disposition Authority (RDA) SW23 applies to all P-Card documents and is available at
http://www.tnsos.net/rmd/rda/index.php. Under RDA SW23, State Agency Name must maintain
all documents related to issuance and use of P-Cards for five (5) years.
SW23 provides:
e P-Card documents may be maintained in either paper or electronic format, so long as the
electronic content has been verified for completeness, accuracy, and usability; and
e At the end of the five-year period, the documents must be destroyed.
Describe your Agency’s process for maintaining and destroying P-Card documents; include
whether documents will be maintained in paper format, electronic format, or both.

S. P-Card Program Roles and Responsibilities.

5.1.  State Agency P-Card Program Coordinator.

The State Agency P-Card Program Coordinator is the main point of contact between
State Agency Name and the Statewide P-Card Program Administration Team. State
Agency Name’s P-Card Program Coordinator’s responsibilities include:

e Providing the Statewide P-Card Program Administrator written notice within one
(1) business day of any changes in status of the State Agency P-Card Program
Coordinator;

e Collaborating with the State Agency Name’s [insert title of the person who serves
as the Agency’s chief financial officer] to develop these Procedures and ensure it
addresses procedures unique to State Agency Name;

e Working with State Agency Name management to determine appropriate
Cardholder spending limits based on budget restrictions, job requirements,
historical spending patterns, and overall procurement practices;

e Evaluating Cardholder spending limits against actual usage at least annually;
Terminating a Cardholder’s status as a Cardholder and cancelling P-Cards;
Ensuring Agency-wide reconciliation procedures provide for timely payment and
for allocation of Transactions to the general ledger at least monthly;

¢ Ensuring that Transactions are reconciled and supported by adequate
documentation, including use of Edison or CitiManager®, as appropriate; and

e Add other, non-conflicting responsibilities to reflect your Agency’s needs.

5.2.  Cardholder Supervisors.

Cardholder Supervisors must have a thorough knowledge of the Cardholders’ job
responsibilities in order to determine if purchases are job-related or otherwise authorized
by CPO rules, policies or procedures. The Cardholder Supervisor’s responsibilities
include:



e (Carefully reviewing all documentation to ensure that it meets the minimum
requirements as set forth in the Statewide Policy before approving P-Card
Transactions;

e Approving, rejecting, or disputing all Transactions within the scheduled
timeframe;

e Ensuring that all documentation is submitted according to the Statewide Policy
and State Agency Procedures;

e Maintaining knowledge of the Statewide Policy and State Agency Procedures;

e Requesting reasonable spending limits in accordance with the and Statewide
Policy and State Agency Procedures; and

e Add other, non-conflicting responsibilities to reflect your Agency’s needs.

Any one Agency may have several Cardholder Supervisors.

5.3.  State Agency Reconciler.

The State Agency Reconciler is the State Agency Name employee responsible for all the
functions associated with post-purchase processing of P-Card Transactions including
account allocation and providing a business purpose when required. A Reconciler
CANNOT make purchases using the P-Card belonging to a Cardholder for whom he or

she reconciles.

5.4.  State Agency Approver.
This role may be performed by the Cardholder Supervisor. Determine and describe how

your Agency will address the State Agency Approver role. The information below should
be moved into the appropriate section if your Agency will assign this role to Cardholder
Supervisors only.
The State Agency Approver is the State Agency Name employee who approves
purchases made by the Cardholder to which he or she is assigned. The State Agency
Approver is responsible for ensuring authorized and appropriate P-Card use and correct
allocation of expenditures in accordance with policies of the Department of Finance and
Administration, Division of Accounts. State Agency Approvers should also review
receipts where appropriate to ensure compliance with the Statewide Policy, State Agency
Procedures, and Department of Finance and Administration, Division of Accounts
policies. No Cardholder may approve his or her own P-Card transactions nor may he or
she direct someone else to approve P-Card transactions in a manner that could violate the
Statewide Policy, State Agency Procedures, or Department of Finance and
Administration, Division of Accounts, policies. The State Agency Approver should not
report to the Cardholder whose transactions he or she is reviewing. A State Agency
Approver has the following responsibilities.
e Review Cardholder transactions to ensure that purchases made were:

o For the use and benefit of the State;

o Necessary for the official duties of the Agency;

o Made in accordance with CPO policies and procedures; and

o For goods or services actually received.

e Ifa State Agency Approver is in doubt about any of the above, he or she should
immediately question the Cardholder and seek advice from the State Agency
Name’s P-Card Program Coordinator. Elaborate on this process as needed. Note



that if the Cardholder is unavailable for questioning, the Agency P-Card
Coordinator or the Statewide P-Card Administration Team may adjust the
Cardholder’s STL to one dollar ($1.00).

¢ Review, certify, and approve P-Card Transactions in accordance with these State
Agency Procedures.

e Immediately inform the Agency P-Card Program Coordinator of any misuse,
abuse or fraudulent use of a P-Card.

e Notify the Agency P-Card Program Coordinator of Cardholder transfers or
terminations. Elaborate on this process as needed. Note that the Statewide Policy
requires advanced notice if the State Agency Approver is aware of impending
personnel actions.

5.5. Cardholders.
Cardholders have the following duties and responsibilities as a condition for being issued

a P-Card:
* Reading and becoming familiar with the Statewide Policy and State Agency
Procedures;
Attending and passing the Cardholder / Approver training course;
Signing the Cardholder / Approver agreement;
Being responsible for all purchases made on the P-Card;
Adhering to the Statewide Policy, State Agency Procedures, and other applicable
policies and procedures; and
® Add other, non-conflicting duties and responsibilities to reflect your Agency’s
needs.

Only the authorized Cardholder whose name appears on the face of the P-Card shall use
the card. Neither the P-Card nor the account number that appears on the card may be
given to anyone other than the vendor from whom the Cardholder is making a purchase.
Add other, non-conflicting information on the Cardholder’s responsibility to protect the
security of the P-Card as needed.

The P-Card is for official State business use only and the purchase of personal or
disallowable goods or services is strictly prohibited. Misuse of the P-Card may result in
disciplinary action up to and including termination of employment and prosecution to the
extent permitted by law. Cardholders will be required to reimburse the State, including
sales tax, for any improper purchases.

5.6.  Virtual P-Card Users.
A Virtual P-Card User has authority to make purchases utilizing State Agency Name’s

local purchase authority and to make purchases from a Statewide Contract or Agency
Term Contract for official State business. Describe your Agency’s eligibility
requirements for Users and the training Users must complete before initiating any
Transactions with a Virtual P-Card. Minimum eligibility requirement: e-procurement or
buyer role in Edison. Minimum training requirement: training on reconciliation
procedures.



6. P-Card Issuance and Cancellation.
State Agency Name’s P-Card Program Coordinator is responsible for issuing all P-Cards within

the Agency and for deactivating P-Cards as necessary.

6.1. P-Card Issuance.

The State Agency P-Card Program Coordinator shall not issue a P-Card until the
prospective Cardholder completes, in the following order, the Cardholder Application,
the Cardholder profile, P-Card training, and the Cardholder Agreement. The Cardholder
Agreement is evidence that the Cardholder completed P-Card training and received a
copy of the Statewide Policy. Add further details on the P-Card issuance process in your
Agency as needed. When creating Cardholder profiles, your Agency’s P-Card Program
Coordinator should ensure that a profile permits only those MCC groups that the
particular Cardholder needs to meet his or her job requirements.

6.2.  P-Card Cancellation.

The State Agency P-Card Program Coordinator has authority to terminate a Cardholder’s
status as a Cardholder and cancel P-Cards. Any cancelled P-Cards shall be cut down the
magnetic strip. Add further information about your Agency’s process for destroying
cancelled P-Cards as needed.

P-Cards shall be cancelled when any of the following occur:
e Cardholder’s separation from employment for any reason;
e Cardholder’s job status changes such that he or she no longer requires a P-Card;
e Cardholder reports the loss or theft of the P-Card,;
e Cardholder misuses the P-Card; or
e Untimely approval of transactions. Add details on what your Agency will
consider untimely.
e Add other, non-conflicting grounds for cancellation as needed.

7. P-Card Use.

7.1.  P-Card Processing Cycle.
The typical cycle for P-Card use is:
e Anindividual Cardholder , with State Agency approved spending limits, initiates
a purchase using a P-Card;
e The individual Cardholder retains an original, legible copy of the purchase’s
receipt for use in reconciliation;
e Transactions are typically posted in the Edison P-Card module within 24-72 hours
after the purchase is made;



e The Cardholder will log into the Edison P-Card module [insert how frequently
transaction review will occur in your Agency; minimum requirement is weekly]
to review transactions and account coding and take necessary action to correct
errors in the purchase details;

e The Cardholder and his or her State Agency Approver or Cardholder Supervisor
confirms or disputes Transactions posted to the card account;

e The credit line is replenished for the amount of the Transactions;
The Cardholder will receive a hard-copy Bank statement monthly;

e The hard-copy Bank statement and original receipts will be sent to the State
Agency Reconciler for final reconciliation;

e The State Agency Reconciler will reconcile all Transactions by [specify your
Agency’s reconciliation process, including how frequently reconciliation will
occur; under section 9.3 of the Statewide Policy, reconciliation be completed in
Edison unless the CPO approves an alternate method]; and

e The State Agency Reconciler prepares all documentation for retention by [specify
your Agency’s record retention process; refer to section 4 for record retention
requirements].

7.2, Purchasing Rules.
The P-Card is a mechanism for making purchases. Existing State laws governing
procurement, accounts payable, records retention, and other applicable laws must still be

followed. All procurement rules of the CPO apply when using the P-Card.

7.3.  Credits.

If a Cardholder returns merchandise, a credit should be issued to the Cardholder’s P-Card
and a credit receipt obtained. Under no circumstances should a Cardholder receive cash
or a credit voucher. The Cardholder or State Agency Approver or Cardholder Supervisor
is responsible for reviewing CitiManager® to ensure that credits are received and, if not,
file the appropriate paperwork for disputed items. Cardholders should avoid Vendors
with restrictive merchandise return policies.

7.4.  Disputing Transactions.

If there is a problem with a Transaction, the Cardholder must first attempt to reach a
resolution directly with the Vendor. In most cases, disputes can be resolved between the
Cardholder and the Vendor. The Vendor will usually issue a credit.

The Cardholder should document all attempts to resolve a problematic Transaction. If the
disputed Transaction involves a reéservation or order that has been cancelled, the
Cardholder is responsible for obtaining a cancellation number. If efforts to resolve the
problem with the Vendor are unsuccessful or if a credit does not appear in
CitiManager®, the Cardholder should file the appropriate dispute paperwork with the
Bank and contact State Agency Name’s P-Card Program Coordinator.



8.

If a Citibank Statement contains a Transaction that needs to be disputed, the Cardholder
should contact Citibank Customer Service at 1-800-248-4553, Option #0 to initiate the
dispute process, and contact State Agency Name’s P-Card Program Coordinator to ensure
the disputed transaction has been documented. If the dispute cannot be resolved between
the Cardholder and the Bank, the Cardholder shall immediately notify the State Agency
Name’s P-Card Program Coordinator and [describe your Agency’s process for disputing
a transaction under these circumstances].

7.5.  Declined Purchase Transactions.

On occasion, a Cardholder’s purchase transaction may be declined. Cardholders should
contact Citibank Customer Service at 1-800-248-4553, option #0 to determine the reason
for the decline before contacting State Agency Name’s P-Card Program Coordinator for

assistance.

7.6.  Lost or Stolen P-Cards.

If a P-Card is lost, stolen, or the card information has been compromised, the Cardholder
must immediately contact Citibank Customer Service at 1-800-248-4553. Citibank will
request the following information:

Cardholder’s name

P-Card account number

Last four digits of the Cardholder’s SSN

Circumstances surrounding loss or theft of the card

Any purchase(s) made prior to the card being lost or stolen

Upon notifying Citibank of a lost, stolen, or compromised P-Card, outstanding
authorizations will be confirmed and further use of the P-Card will be blocked by
Citibank. Neither the State nor the Cardholder will be responsible for fraudulent charges
made to a promptly reported lost or stolen card.

7.7.  Cardholder Transfer or Separation from Employment.

If a Cardholder’s separation from employment or transfer to another State position is
planned, P-Card use shall be discontinued prior to Cardholder’s separation from
employment or transfer to allow sufficient time for submission of receipts and processing
of outstanding charges before the Cardholder leaves or transfers. In the event of
unplanned separation from employment, the Cardholder’s P-Card shall immediately be
deactivated and the Cardholder shall discontinue P-Card use upon separation from

employment.

Internal Controls.

A strong system of internal controls is essential for detection and deterrence of fraud, misuse, or
abuse of the P-Card. Internal controls include policies, procedures, training, spending limits,
Merchant Category Code restrictions, prompt reconciliation, and prompt account distribution.



Your State Agency must establish an internal control structure that ensures compliance with the
State’s procurement laws, CPO rules, policies and procedures, the Statewide Policy, and the
terms and conditions of P-Card established by the Bank. In the event that your Agency’s P-Card
Coordinator is also a Cardholder, the internal control structure shall include independent review
of the Coordinator’s P-Card Account activity at least monthly. The State Agency employee who
serves as the Agency’s chief financial officer is responsible for developing and reviewing the
State Agency Procedures and ensuring that sound accounting practices and internal controls are

in place and enforced.

8.1.  Annual Review of State Agency Name’s P-Card Program.

The Statewide Policy requires each State Agency to have an independent review of the
Agency’s P-Card program each year. Describe how this annual, internal, independent
review will occur in your Agency, including who will perform the review (State
Agency’s P-Card Coordinator, State Agency’s internal audit unit, or other business unit
assigned State Agency audit responsibilities) and what the review will consist of. At
minimum, the review shall evaluate the adequacy of the State Agency P-Card program’s:
(a) State Agency Procedures; (b) Cardholder spending limits; (c) monthly reconciliation
procedures; and (d) documentation for Transactions. Include results of the review in your
Agency’s annual risk assessment.

8.2.  Cardholder Spending Limits and P-Card Use.

The State Agency Name employee who serves as the Agency’s chief financial officer
may establish a Single Transaction Limit (STL) of up to the ten thousand dollar
($10,000) maximum for Cardholders as he or she determines appropriate taking into
account the State Agency’s overall needs. State Agency Name’s P-Card Program
Coordinator will review Cardholder spending limits [insert frequency of review;
minimum is annually] to determine if actual usage is consistent with spending limits.
Cardholders are prohibited from splitting a single purchase between one or more P-Cards
or between a Card transaction and a purchase order to circumvent the STL or CPO rules,

policies or procedures.

8.3.  Dormant Cards.
When a P-Card has not been used for length of time, it will be considered inactive.

Describe how your Agency will respond when a P-Card is deemed inactive. The CPO
recommends reducing the Cycle Limit of any P-Card that has not been used within
twelve (12) complete cycles to one dollar ($1). When a P-Card has not been used for
length of time, State Agency Name’s P-Card Program Coordinator will conduct a review
to determine if the Cardholder still needs a P-Card. Add further details about the review
of dormant cards as needed.
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10.

Documentation, Reconciliation, and Accounting.

9.1. Documentation
Describe your Agency’s procedures for documentation of Transactions. At minimum,

your procedures shall require Cardholders to provide invoices or receipts (either
electronic or hard copy format) for all Transactions. Invoices or receipts shall include: (a)
the Vendor’s name, location, and contact information; (b) line item details, including
quantity, description, unit price, and total price; and (c) a line showing the State was not
charged for sales tax. If your Agency decides to use logs as a form of documentation,
specify procedures for maintaining logs. Include procedures for lost receipts and describe
any consequences if a Cardholder loses receipts more than three (3) times during a fiscal
year. Consult section 10.2 of the Statewide Policy for further guidance receipts.

9.2.  Reconciliation.
Reconciliation of Transactions is performed in Edison. Note that reconciliation cannot be

performed manually unless your Agency has obtained approval from the CPO.
Cardholders will reconcile Transactions [insert frequency; minimum requirements under
the Statewide Policy: weekly]. Add further, non-conflicting information about
reconciliation to reflect your Agency’s needs.

9.3.  Allocation to the General Ledger.
Describe your Agency’s procedures for allocation of charges to the general ledger. The

procedures must ensure: (a) compliance with State accounting and budgetary policies;
and (b) all Transactions are allocated to the general ledger before the end of the billing

cycle.
Prohibited Purchases and Transactions.

10.1. Prohibited Purchases.
Cardholders are prohibited from using a physical P-Card for the following types of

purchases, payments, or transactions:
e Goods or services not directly related to job responsibilities or other official State
of Tennessee business, i.e., personal purchases;
e Cash withdrawals, including ATM or debit withdrawals;
e Travel expenses;
e Telephone billings;
e Political publications of any sort;
e Utility billings and connection fees;
e Rental of passenger vehicles of any kind;
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e Artifacts for historical or commemorative purposes (except for the State
Museum);

e An employee’s moving expenses;

e Purchases of any motor vehicle fuel for any vehicle of equipment leased from the
Department of General Services’ Division of Motor Vehicle Management
(*MVM”);

e Back orders or partial shipments—goods or services must be in stock or otherwise
available at the time of purchase;

e Purchases made using a P-Card or other account by someone other than the
Cardholder or account holder;

e Service awards for state employees;

e Awards for private citizens;

e Honoraria expenses;

e Insurance policies;

e ift cards or gift certificates; and

e Any goods or services related to political activity as defined under “The Little
Hatch Act,” Tenn. Code Ann. §§ 2-19-201 through 208.

As provided above, Cardholders are prohibited from using a P-Card for the purchase of
any goods or services not directly related to job responsibilities or other official State
business. Intentional use of a P-Card for any purposes other than State business will
result in disciplinary action, up to and including termination from State employment or
criminal prosecution.

10.2. Split Purchases Prohibited.

Tenn. Code Ann. § 12-3-503(b) and CPO Policy Number 2013-003 authorize State
Agencies to make a purchase without soliciting quotes or proposals from multiple
vendors when the total value of the purchase is ten thousand dollars ($10,000) or less.
Cardholders are prohibited by Tenn. Code Ann. § 12-3-503(b)(2) from splitting a
transaction between two or more transactions on a single account, two or more
transactions on multiple accounts, or two or more transactions using the P-Card and a
purchase order, in order to circumvent the STL imposed on the P-Card. The STL for P-
Card purchases using a physical P-Card is ten thousand dollars ($10,000) unless your
State Agency designates a lower STL in its State Agency Procedures.

10.3. Payment of Sales and Use Tax.

Under Tenn. Code Ann. § 67-6-329(a), purchases made in Tennessee and for the use and
benefit of the State of Tennessee are exempt from Tennessee sales tax. Cardholders
should obtain an exemption certificate from the Department of Revenue website and
present it to each Vendor. Purchases made in other states may be subject to that state’s
sales tax. The Cardholder must be diligent when dealing with the Vendor regarding

taxes.
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e If the Vendor cannot deduct the sales tax because of pre-set controls within its
computer systems or will not honor the exemption, the Cardholder may
continue with the purchase but must note the refusal on the receipt or invoice.

e In the event a Cardholder is inappropriately charged for sales tax, he or she
shall seek a credit refund of any sales taxes to the P-Card account. Vendors
may only credit the State’s P-Card Account and may not refund erroneously
paid taxes through other means, including cash, gift cards, or store credit.

e The Cardholder is required to maintain documentation of his or her attempts
to obtain credit for any Tennessee Sales and Use Tax charged to the P-Card
Account in error. Add further, non-conflicting information about
documentation of attempts to obtain credit as needed.

11.  Purchases Reserved for the Designated State Agency Name Central Fiscal Office
Cardholder

Only the person designated by State Agency Name’s [title of Agency employee who serves as

the Agency’s chief financial officer] may use his or her individual P-Card for the following

purchases:

Tuition, fees, and supplies for training individuals;

Internet, newspaper, radio, or television advertisements;

Subscriptions to newspapers, periodicals, newsletters, or pamphlets;

Organization membership dues;

Charges for meeting rooms and attendant expenses in excess of two hundred dollars

($200) per day or for more than five (5) days;

Convention or registration fees; and

Association entry fees.

12. Surcharges and Convenience Fees.
Many vendors charge a “credit card processing fee” or “convenience fee” for accepting credit

cards including the P-Card. These types of fees are strictly regulated by Visa and MasterCard.

According to Visa’s “Card Acceptance and Chargeback Management Guidelines for Merchants”
available on Visa’s website, credit card surcharges are allowed but cannot be more than the
amount the vendor’s bank charges them for processing the transaction. Also, the vendor cannot
charge both a surcharge and a convenience fee, explained below.

The maximum allowable Visa-mandated surcharge is four percent (4%) and must be shown as a
line item on the detailed invoice or receipt. Whenever a Vendor charges a surcharge, the
following rules apply:

e The Vendor must have provided Visa and its bank at least thirty (30) days notification
of their intent to impose surcharges;

e The fact that the Vendor imposes surcharges must be clearly posted on the door and
at point-of-sale for physical locations and on web sites when sales are made via the
internet; and

e The Vendor must inform the Cardholder or User:

o Of the exact percent of the surcharge;
o That the Vendor is the entity assessing the surcharge;
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o That surcharges are applicable on credit transactions only; and
o That the surcharge is not greater than what the vendor pays to Visa.

For any Transaction where the Vendor has charged a surcharge, a Cardholder or User must
obtain a copy of the acknowledgement letter sent to the Vendor by Visa authorizing the Vendor
to impose a surcharge. A copy on file with the State Agency Name’s P-Card Program
Coordinator will be sufficient.
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Policy Number 2015-010
Central Procurement Office
Statewide Purchasing Card Policy and Procedures

Effective: DATE
Prepared by: The Central Procurement Office of the State of Tennessee

1. PROGRAM OVERVIEW.

The State of Tennessee Purchasing Card Program streamlines the State’s payment process for
goods and services by eliminating the administrative burdens and costs associated with the
State’s traditional payment methods. The Program’s objective is to simplify the documentation
necessary for State Agency purchases by placing P-Cards in the hands of Cardholders.
Cardholders may use the P-Card to purchase the types of goods and services subject to this
Policy. Personal purchases are prohibited.

2. DEFINITIONS.
“Agency Term Contract” means a State Agency contract in which a source or sources of supply

are established for a specified period of time at an agreed upon unit price or prices.
“Bank” means Citibank, NA, or any of its subsidiaries as the context may require.

“Cardholder” means the State Agency employee who is issued a physical P-Card to initiate
payments on behalf of the State.

“Cardholder Agreement” means the document signed by the Cardholder to verify that he or she
completed P-Card training, received a copy of the P-Card Policy, and understands the Policy.

“Cardholder Application” means the application completed by the Cardholder that is approved
by the Cardholder Supervisor and the State Agency P-Card Program Coordinator that is
required before a P-Card Account will be assigned to a Cardholder.

“Cardholder Supervisor” means the State Agency employee with supervisory authority over the
Cardholder.

“CitiManager®” means the online portal that provides Cardholders, State Agency P-Card
Program Coordinators, and the Statewide P-Card Program Administration Team the ability to
view and download statement information, update and manage accounts, set limits and
permissions, reset passwords, and process Cardholder requests.

“Central Procurement Office” or “CPO” means the State office established and empowered by
Tenn. Code Ann. § 4-56-104.

“Cycle (Credit) Limit” means the spending limit that restricts the total value of purchases a
Cardholder can make in one billing cycle.
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“Fiscal Director” means that State Agency employee, regardless of his or her particular title, who
serves as the Agency’s chief financial officer.

“Merchant Category Codes” or “MCCs” means the specific Merchant Category Code, assigned
by an acquiring financial institution, that identifies the primary goods or services a vendor
provides.

“P-Card Account” means the unique account number assigned to a Cardholder as determined by
the Bank.

“P-Card Program” means the program established by the State and managed by the Central
Procurement Office whereby Cardholders and Virtual P-Card Users make purchases on behalf of

the State of Tennessee.

“Purchasing Card” or “P-Card” means a commercial card that allows organizations to take
advantage of the existing credit card infrastructure to make electronic payments for goods or
services. A P-Card is similar to a consumer credit card, but the card-using organization must pay
the card issuer in full each month. In this Policy, the term “Purchasing Card” or “P-Card” shall
also include “Virtual Purchasing Cards” or “Virtual P-Cards™ as the context requires.

“Purchasing Card Profile” means the unique profile associated with a Cardholder that contains
monetary or MCC limits on the Cardholder’s ability to make purchases on behalf of the State.

“Single Transaction Limit” or “STL” means the mandatory spending limit that restricts the
amount of a single purchase regardless of the Cycle Limit on the card. This Policy establishes the
STL for physical P-Cards as ten thousand dollars ($10,000).

“State” means the State of Tennessee, including its departments, agencies, and entities that fall
under its purview.

“State Agency” means the departments, agencies, and entities of the State of Tennessee other
than units of the University of Tennessee or Board of Regents systems.

“State Agency P-Card Program Coordinator” means the employee within the State Agency who
manages the P-Card Program at the State Agency level.

“State Agency Approver” means the State Agency Employee who approves P-Card or Virtual P-
Card Transactions.

“Statewide Contract” means a contract for goods or services established by the Chief
Procurement Officer that all State Agencies must utilize and that may be used by local
governments, higher education and authorized not-for-profit entities.

“Statewide P-Card Program Administrator’” means the employee within the Central Procurement
Office who is responsible for managing and overseeing the P-Card Program.

26



“Statewide P-Card Program Administration Team” means the team within the Central
Procurement Office that is responsible for overseeing the P-Card Program.

“State Agency Reconciler” means the State Agency employee responsible for all the functions
associated with post-purchase processing P-Card Transactions including account allocation and

providing a business purpose when required.

“Transaction” means the purchase of goods or services through use of a P-Card or Virtual P-
Card.

“Vendor” means a person or legal entity with the legal capacity to enter into contracts and sue
and be sued who provides goods or services to the State through a contract or a purchase order.

“Virtual Purchasing Card” or “Virtual P-Card” means the unique account number, embedded
within Edison, which is assigned to a State Agency for payment of vendors with an existing
relationship with the State. “Virtual P-Card User” or “User” means the State Agency employee
who has a buyer or e-procurement role in Edison, has undergone training on reconciliation, and
is authorized to use a Virtual P-Card to initiate payment transactions on behalf of the State.

3. TYPES OF ACCOUNTS.

This Policy recognizes two general account types: P-Card Accounts and Virtual P-Card
accounts. P-Card Accounts and Virtual P-Card accounts can be used only for official State
business as set forth in this Policy. P-Cards must be surrendered or Virtual P-Card accounts
closed upon the Cardholder’s transfer to another State Agency, separation from state
employment, or upon demand by the Cardholder Supervisor, the State Agency P-Card Program
Coordinator or the Statewide P-Card Program Administrator.

3.1. P-Card Accounts.
P-Card accounts are those that involve the issuance of a P-Card Account to an individual

Cardholder to further the official business of the State. Cardholders are limited to one
active physical P-Card.

3.2. Virtual P-Cards.

Virtual P-Cards are cardless accounts that allow State Agencies to pay for approved,
Edison purchase order transactions initiated by Virtual P-Card Users. The account
number is “embedded” in the Edison P-Card module and is securely transmitted to the
vendor upon Edison-based approval of a User’s purchase order transactions. A Virtual P-
Card may be used for payments to any vendor that is registered in the State’s vendor
registration system whose payment method has been activated to “P-Card” in Edison.
Virtual P-Card accounts allow for greater ease of use (multiple buyers can leverage the
same payment device), as well as enhanced control through absence of a physical card
and spending limits. The State Agency P-Card Coordinator should contact the Statewide
P-Card Program Administrator for more information on Virtual P-Cards.

The ten thousand dollar ($10,000) STL that applies to physical P-Cards does not apply to
Virtual P-Cards; there is no STL for purchases made with a Virtual P-Card. The Bank



determines the Cycle Limit for Virtual P-Cards. Each State Agency is limited to one (1)
Virtual P-Card Account.

3.2.1. Records Retention Requirements.

The Office of the Secretary of State oversees Tennessee’s Records Management
Division, the State Agency that provides guidance on disposition, retention, and
destruction of state records. Records Disposition Authority (RDA) SW23 applies
to all P-Card documents. RDA SW23 requires that State Agencies maintain
documents related to P-Card issuance and use for five (5) years and destroy them
at the end of the five-year period. P-Card documents may be maintained in either
paper or electronic format, so long as the electronic content has been verified for
completeness, accuracy, and usability. RDA SW23 is available in its entirety at
http://www.tnsos.net/rmd/rda/index.php.

3.2.2. Internal Revenue Service 1099 Reporting.

In 2011, the Internal Revenue Service announced changes to the Internal Revenue
Code, Section 6050W, which shifted the burden of payment reporting
requirements from the purchaser to the vendor’s bank when the P-Card is the
payment method for a reportable transaction. Because of the shift in
responsibility, participants in the Program are no longer required to report total P-
Card transactions in excess of six hundred dollars ($600) with certain vendors.
Reporting for all other payment methods, including checks, Automated Clearing
House, or other means, will remain the responsibility of the State Agency making
payment. Cardholders should consult the tax specialists at their State Agency for
further information or details regarding Internal Revenue Service 1099 reporting
requirements.

4. OVERVIEW OF P-CARD PROGRAM ROLES AND RESPONSIBILITIES.

The CPO is the State Agency that is primarily responsible for managing, overseeing, and
coordinating the P-Card Program. The Statewide P-Card Program Administrator is the employee
within the CPO who has the direct, day-to-day responsibility for managing, overseeing, and
coordinating the P-Card Program between the CPO and State Agencies. The State Agency P-
Card Coordinator is the employee within each State Agency who has been appointed to supervise
Cardholders and manage and coordinate the P-Card Program within his or her State Agency in
compliance with this Policy. The Cardholder Supervisor is the State Agency employee with
supervisory authority over the Cardholder who ensures that transactions are properly reconciled
and reported to the Department of Finance and Administration (“F&A”), Division of Accounts.
State Agency Reconcilers are the employees within a State Agency who are responsible for
reconciling P-Card transactions. The State Agency Approver is the employee within the State
Agency who approves P-Card Transactions. The Cardholder is the specially-trained employee
within a State Agency responsible for purchasing goods or services on behalf of the State of
Tennessee using a physical P-Card. In the interests of segregating duties and responsibilities,
State Agency Reconcilers shall not be Cardholders.
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S. P-CARD PROGRAM ROLES AND RESPONSIBILITIES.

S5.1.  P-Card Processing Cycle Overview.
The typical cycle for P-Card usage is:

e An individual Cardholder, with State Agency approved spending limits,
initiates a purchase using a P-Card;

e The individual Cardholder retains an original, legible copy of the purchase’s
receipt for use in reconciliation (see Section 10.2 for more information on
receipts);

e Transactions are typically posted in the Edison P-Card module within 24-72
hours after the purchase is made;

e The Cardholder will log into the Edison P-Card module on a weekly basis to
review transactions and account coding and take necessary action to correct
errors in the purchase details;

e The Cardholder and his or her State Agency Approver confirms or disputes
Transactions posted to the card account;

The credit line is replenished for the amount of the Transactions;

The Cardholder will receive a hard-copy Bank statement monthly;

The hard-copy Bank statement and original receipts will be sent to the State
Agency Reconciler for final reconciliation;

e The State Agency Reconciler will reconcile all Transactions in accordance
with the State Agency P-Card Policy; and

e The State Agency Reconciler prepares all documentation for retention.

5.2. Statewide P-Card Program Administrator.

The Statewide P-Card Program Administrator serves as the primary point-of-contact in
the CPO for the P-Card Program. The Statewide P-Card Program Administrator’s role,
duties and responsibilities include:

e [Establishing written internal procedures to ensure compliance with state
procurement statutes, rules, policies and procedures, including this Policy, and
reviewing each State Agency’s internal P-Card policy;

e Developing written internal procedures for requesting exceptions to either
state or internal policy requirements;

Ensuring that State Agency Transactions are audited at least annually;
Developing State Agency specific training for all Cardholders, State Agency
Approvers, State Agency Reconcilers, and State Agency Supervisors;

e Developing appropriate refresher training to be delivered at least annually;
and

e Notifying State Agency P-Card Program Coordinators of changes in state
rules, policies or procedures.

5.3. State Agency P-Card Program Coordinator.

The State Agency P-Card Program Coordinator serves as the main point-of-contact
between the State Agency and the Statewide P-Card Program Administration Team.
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The State Agency must provide the Statewide P-Card Program Administrator written
notice within one (1) business day of any changes in status of the State Agency P-Card
Program Coordinator.

The State Agency P-Card Program Coordinator’s role, duties, and responsibilities
include:

e Collaborating with the Agency’s Fiscal Director to develop and maintain the
State Agency’s internal P-Card policy to address policy areas unique to the
State Agency or that are not covered by this Policy;

e Working with State Agency management to identify job titles, positions, or
Edison roles that require use of a P-Card or Virtual P-Card;

e Working with State Agency management to determine appropriate Cardholder
spending limits based on budget restrictions, job requirements, historical
spending patterns, and overall procurement practices;

e Evaluating Cardholder spending limits against actual usage at least annually;
Terminating a Cardholder’s status if necessary (e.g., due to separation from
employment, transfer to another State Agency, low P-Card usage) and
cancelling a P-Card;

e Ensuring Agency-wide reconciliation procedures provide for timely payment
and for allocation of Transactions to the general ledger at least monthly; and

e Ensuring that Transactions are reconciled and supported by adequate
documentation, including use of Edison or CitiManager®, as appropriate.

S5.4. Cardholder Supervisors.

The Cardholder Supervisor responsible for supervising Cardholders must have a thorough
knowledge of the Cardholders’ job responsibilities in order to determine if purchases are
job-related or otherwise authorized by CPO rules, policies or procedures. The
Cardholder Supervisor’s role, duties, and responsibilities include:

e Before approving the P-Card transactions, either by signing a transaction log
or statement or signing off on transactions electronically, carefully reviewing
all documentation to ensure that all documentation meets the minimum
requirements as set forth in this Policy;

e Approving, rejecting, or disputing all Transactions within the scheduled
timeframe;

e Ensuring that all documentation is submitted according to the State Agency’s
internal procedures and this Policy;

e Maintaining knowledge of State Agency internal procedures and policies and
this Policy; and

e Requesting reasonable spending limits in accordance with State Agency
internal procedures and policies and this Policy.

5.5. State Agency Reconciler.

The State Agency Reconciler is the State Agency employee responsible for all the
functions associated with post-purchase processing of P-Card Transactions including
account allocation and providing a business purpose when required. A Reconciler
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CANNOT make purchases using the P-Card belonging to a Cardholder for whom he or
she reconciles.

S.6.

State Agency Approver.

The State Agency Approver is the State Agency employee who approves purchases made
by the Cardholder to which he or she is assigned. This role may also be performed by the
Cardholder Supervisor. By approving each P-Card transaction, the Approver exercises
critical control by ensuring authorized and appropriate P-Card use and correct allocation
of expenses in accordance with related policies of F&A, Division of Accounts. State
Agency Approvers should also review receipts where appropriate to ensure compliance
with this Policy and F&A, Division of Accounts policies. No Cardholder may approve
his or her own P-Card transactions nor may he or she direct someone else to approve P-
Card transactions in a manner that could violate this Policy or applicable policies of
F&A, Division of Accounts. As a general rule, the State Agency Approver should not
report to the Cardholder whose transactions he or she is reviewing. A State Agency
Approver has the following responsibilities:

5.7.

Review Cardholder transactions to ensure that purchases made were:

o For the use and benefit of the State of Tennessee;

o Necessary for the official duties of the agency;

o Made in accordance with CPO policies and procedures;

o For goods or services actually received.
If a State Agency Approver is in doubt about any of the above, the State
Agency Approver should immediately question the Cardholder and seek
advice from the State Agency P-Card Program Coordinator or the Statewide
P-Card Program Administrator.
Immediately inform the State Agency P-Card Program Coordinator of any
misuse, abuse or fraudulent use of a P-Card.
If the Cardholder is unavailable for questioning, the State Agency P-Card
Program Coordinator or the Statewide P-Card Program Administration Team
may adjust the Cardholder’s STL to one dollar ($1.00). The State Agency
Approver shall notify the State Agency P-Card Program Coordinator of
Cardholder transfers or terminations. Advanced notice is required if the State
Agency Approver is aware of impending personnel actions.
Review, certify, and forward Cardholder transaction log pages, receipts or
cycle statements in accordance with this Policy.

Cardholders.

An important participant in the P-Card Program is the Cardholder. The Cardholder is a
key element in making the P-Card Program successful.

5.7.1. Cardholder Responsibilities.

The State is responsible for payment to Citibank. Therefore, P-Cards are issued to
the State and assigned on its behalf to specific Cardholders. No credit checks will

be performed on individual employees nor will account activity be reported to

credit rating agencies. Cardholders have the following duties and responsibilities

as a condition for being issued a P-Card:



Reading and becoming familiar with this Policy;

Attending and passing Cardholder / Approver training course;
Signing Cardholder / Approver agreement;

Being responsible for all purchases made on the P-Card; and
Adhering to this Policy and other applicable rules, policies, and
procedures.

5.7.2 Cardholder Misuse.
Each Cardholder is responsible for the purchases made on the P-Card that is

assigned to them. Cardholders are required to adhere to applicable CPO rules,
policies, procedures, and this Policy.

Use of a P-Card is a privilege based on trust. A Cardholder is trained and
understands the penalties for abuse of the P-Card. The P-Card is for official State
business use only and the purchase of personal or disallowable goods or services
is strictly prohibited. Misuse of the P-Card may result in disciplinary action up to
and including termination of employment and prosecution to the extent permitted
by law. Cardholders will be required to reimburse the State, including sales tax,
for any improper purchases.

5.8.  Virtual P-Card Users.
Virtual P-Card Users are critical to the P-Card Program’s success. A User has authority

to make purchases utilizing his or her Agency’s local purchase authority and to make
purchases from a Statewide Contract or Agency Term Contract for official State business.
State Agency employees with an e-procurement or buyer role in Edison are eligible to be
Users. Users must complete training on reconciliation procedures before initiating any
Transactions with a Virtual P-Card.

6. P-CARD SECURITY.
The security of each P-Card is the Cardholder’s responsibility. Every precaution should be used
to protect the account number. The account number should never be left in a conspicuous place.

Use of the P-Card is restricted to the authorized Cardholder whose name appears on the face of
the card and may not be loaned to any other person. The account number that appears on the P-
Card must not be given to any individual other than the vendor from whom the Cardholder is

making a purchase.

6.1. Lost or Stolen Cards.
If a P-Card is lost, stolen, or the card information has been compromised, the Cardholder

must immediately contact Citibank Customer Service at 1-800-248-4553. Upon such
notification, outstanding authorizations will be confirmed and further use of the P-Card
will be blocked by Citibank. Neither the State nor the Cardholder will be responsible for
fraudulent charges made to a promptly reported lost or stolen card.

At the time of the notification, Citibank will request the following information:

Cardholder’s name
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Account number

Last four digits of SSN

Circumstances surrounding the loss of the card

Any purchase(s) made prior to the card being lost or stolen

The Cardholder must notify his or her State Agency P-Card Program ‘Coordinator of the
P-Card’s loss or theft and make arrangements to receive a new P-Card. Citibank will
then issue a new card with a new account number which will be delivered to the State
Agency P-Card Program Coordinator.

6.2. Separation from Employment. .

If a Cardholder’s separation from employment or transfer to another State position is
planned, P-Card use shall be discontinued prior to Cardholder’s separation from
employment or transfer to allow sufficient time for submission of receipts and processing
of outstanding charges before the Cardholder leaves or transfers. In the event of
unplanned separation from employment, the Cardholder’s P-Card shall immediately be
deactivated and the Cardholder shall discontinue P-Card use upon separation from

employment.

6.3. Purchasing Rules.

The P-Card is only a vehicle for making purchases. Existing State laws governing
procurement, accounts payable, records retention, and other applicable laws must still be
followed. All procurement rules of the CPO apply when using the P-Card.

6.4. Tax Exemption.
Purchases made in Tennessee and for the use and benefit of the State of Tennessee are

exempt from Tennessee sales tax. Cardholders should obtain an exemption certificate
and present it to each vendor. This form is available on the Department of Revenue web
site at http://www.tn.gov/revenue/forms/sales/index.shtml in the “Exemption
Applications/Certificates” section. Purchases made in other states may be subject to that
state’s sales tax. The Cardholder must be diligent when dealing with the vendor
regarding taxes. Ifthe vendor cannot deduct the sales tax because of pre-set controls
within its computer systems or will not honor the exemption, the Cardholder may
continue with the purchase but must note the refusal on the receipt. In the event a
Cardholder is inappropriately charged for sales tax, he or she shall seek a credit refund of
any sales taxes to the P-Card account.

6.5. Credits.
If a Cardholder returns merchandise, a credit should be issued to the Cardholder’s P-Card

and a credit receipt obtained. Under no circumstances should a Cardholder receive cash
or a credit voucher. The Cardholder or State Agency Approver is responsible for
reviewing CitiManager® to ensure that credits are received and, if not, file the
appropriate paperwork for disputed items. Cardholders should avoid Vendors with
restrictive merchandise return policies.
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6.6. Disputing Transactions.

If there is a problem with a Transaction, the Cardholder must first attempt to reach a
resolution directly with the Vendor. In most cases, disputes can be resolved between the
Cardholder and the Vendor. The Vendor will usually issue a credit.

The Cardholder should document all attempts to resolve a problematic Transaction. If
the disputed Transaction involves a reservation or order that has been cancelled, the
Cardholder is responsible for obtaining a cancellation number. If efforts to resolve the
problem with the Vendor are unsuccessful or if a credit does not appear in
CitiManager®, the Cardholder should file the appropriate dispute paperwork with the
Bank and contact his or her State Agency P-Card Program Coordinator.

If a Citibank Statement contains a Transaction that needs to be disputed, the Cardholder
should contact Citibank Customer Service at 1-800-248-4553, Option #0 to initiate the
dispute process, and contact his or her State Agency P-Card Program Coordinator to
ensure the disputed transaction has been documented. If the dispute cannot be resolved
between the Cardholder and the Bank, the Cardholder shall immediately notify his or her
State Agency P-Card Program Coordinator and follow the agency-specific procedures for

disputes.

6.7. Declined Purchase Transactions.

On occasion, a Cardholder’s purchase transaction may be declined. Cardholders should
contact Citibank Customer Service at 1-800-248-4553, option #0 to determine the reason
for the decline before contacting their State Agency P-Card Program Coordinator for

assistance.

Common reasons for declines include:
e MCC is restricted from the Purchasing Card;
e The Cardholders has exceeded the STL, daily limit or monthly limit; or

e Invalid expiration.

7. CARD ISSUANCE AND CANCELLATION.

The State Agency P-Card Program Coordinator is responsible for issuing all P-Cards within his
or her Agency. State Agency P-Card Program Coordinators have authority to terminate a
Cardholder’s status as a Cardholder and cancel P-Cards. The Statewide P-Card Program
Administrator should be notified of any P-Card cancellations.

7.1.  P-Card Issuance.
Purchasing Cards are issued following:
e Completion of the Cardholder Application;
e Completion and approval of a Cardholder profile;
e Completion of P-Card training; and
e Completion of the Cardholder Agreement.

7.2. P-Card Cancellation.
P-Cards shall be cancelled by the following:
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Cardholder’s separation from employment for any reason;
e Cardholder’s job status changes such that he or she no longer requires a P-
Card;
Cardholder reports the loss or theft of the P-Card;
Cardholder misuses the P-Card; or
Untimely approval of transactions.

If a P-Card is cancelled, it shall be destroyed by cutting it down the magnetic strip. The
Statewide P-Card Program Administrator shall be notified of all P-Card cancellations.

8. P-CARD PROGRAM TRAINING.

Cardholder training is critical—all Cardholders must complete training before being issued a P-
Card. Training ensures that the Cardholder understands the P-Card Program procedures and this
Policy and is aware of potential disciplinary action for P-Card misuse or abuse. Once training is
complete, the Cardholder shall sign a Cardholder Agreement as a condition for being issued a P-
Card. The Cardholder Agreement is evidence that the Cardholder has received training and a
copy of the P-Card Policy. The Statewide P-Card Program Administrator will coordinate
Cardholder training with State Agency P-Card Program Coordinators.

9. INTERNAL CONTROLS.
A strong system of internal controls is essential for detection and deterrence of fraud, misuse, or

abuse of the P-Card. Internal controls include policies, procedures, training, spending limits,
Merchant Category Code restrictions, prompt reconciliation, and prompt account distribution.

9.1. Duty of State Agencies.
Each State Agency must establish an internal control structure that ensures compliance

with the State’s procurement laws, CPO rules, policies and procedures, this Policy, and
the terms and conditions of P-Card established by the Bank. The State Agency Fiscal
Director is responsible for developing and reviewing the State Agency’s internal P-Card
policy and ensuring that sound accounting practices and internal policies are in place and
enforced. All State Agency P-Card Program internal policies shall address the following:

e Separation of duties between ordering cards (State Agency P-Card Program
Coordinators), making Transactions (Cardholders and Users), and review or
approval of Transactions for payment (Cardholder Supervisors or Cardholder
Approvers);

e Independent review of the P-Card Account maintenance activity at least
monthly if the State Agency P-Card Program Coordinator is also a Cardholder
or User.

e Limits on the number of Cardholders assigned to a Cardholder Supervisor in
order to ensure adequate review of business need and documentation for each
Transaction; and

e Provision for annual independent audit or review of the Agency’s P-Card
program by the State Agency P-Card Program Coordinator, State Agency
Internal Audit unit, or other business unit assigned State Agency audit
responsibilities. Reviews must include adequacy of:

o Internal policies and procedures;
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o Cardholder spending limits;
o Monthly reconciliation procedures; and
o Documentation for Transactions.

9.2. State Agency Internal P-Card Policy and Procedures.
Each State Agency must develop its own internal policy and procedures to address areas

that this Policy does not address.

9.3. Card Management and Reconciliation Systems.
All Transaction reconciliations will be completed in Edison unless the Central
Procurement Office approves an alternate method of reconciliation.

9.4. Merchant Category Code Restrictions.

Merchant Category Codes are four-digit codes used by commercial credit card brands
(e.g., Visa, MasterCard, American Express) to identify a merchant’s principal trade,
profession, or line of business. MCCs are assigned to a merchant based on the types of
goods or services the merchant provides. MCCs blocked on P-Cards restrict State
purchases from certain merchants to protect against unauthorized or prohibited purchases.

e The Statewide P-Card Program Administration Team manages the State-
identified MCC groups that contain codes associated with vendors that
provide goods or services that are prohibited for purchase using the P-Card.

e Although Transactions at unauthorized MCCs are blocked at the point-of-sale,
they are occasionally forced through. These Transactions are subject to audit.

e The CPO’s Compliance Team will conduct periodic audits of Transactions
with restricted MCC vendors.

e State Agencies may request activation of additional MCCs for inclusion in a
State-authorized group or creation of a new MCC group to meet specific
needs. A Cardholder’s State Agency P-Card Program Coordinator should
ensure that Cardholder profiles permit only those MCC groups that a
Cardholder needs to meet his or her job requirements.

9.5. Cardholder Spending Limits and Utilization.

The State Agency Fiscal Director may establish a Single Transaction Limit (STL) of up
to the ten thousand dollar ($10,000) maximum for Cardholders as he or she determines
appropriate taking into account the State Agency’s overall needs. Imposing spending
limits enables management to provide Cardholders with the purchasing power to perform
their jobs without exposing the State to unnecessary risk. Spending limits should be
based on the Cardholder’s job responsibilities. Cardholder spending limits must be
reviewed at least annually to determine if actual usage is consistent with spending limits.
Increases or decreases to spending limits may be made by the State Agency Fiscal
Director as needed. Cardholders are prohibited from splitting a single purchase between
one or more P-Cards or between a Card transaction and a purchase order to circumvent
the STL or CPO rules, policies or procedures. Each State Agency is required to perform
a review of spending limits at least annually in order to determine if each Cardholder’s
spending limit is adequate and appropriate.
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10.

9.6. Dormant Cards.

Each State Agency’s internal P-Card policy shall address how long a P-Card can remain
unused before it is considered inactive. The CPO recommends that State Agencies
reduce the Cycle Limit of any P-Card that has not been used within twelve (12) complete
cycles to one dollar ($1). When a P-Card has not been used for some time, the State
Agency P-Card Program Coordinator should conduct a review to determine if the
Cardholder still needs a P-Card. Each State Agency is responsible for the ensuring that
this review is completed in accordance with its own internal P-Card policy.

DOCUMENTATION AND ACCOUNTING.

10.1. Documentation.

State Agencies should use Edison for Transaction reconciliation. When performing
reconciliation in Edison, Cardholders must follow internal procedures for handling
documentation. Any State Agency seeking to use a manual method for Transaction
reconciliation must obtain approval from the Central Procurement Office.

Regardless of the Transaction reconciliation method, Cardholders should provide
invoices or receipts for all Transactions. Invoices or receipts shall include:
e The Vendor’s name, location, and contact information;
e Line item details, including quantity, description, unit price, and total price;
and
e A line showing that the State was not charged for sales tax.

10.2. Receipts.

e [tis the Cardholder’s responsibility to obtain itemized receipts and any other
pertinent backup documentation. Other documentation may include shipping
documents and bills of lading. This information will be used by the Agency
to validate and reconcile charges.

e For online purchases that do not provide a downloadable receipt, a screen shot
of the receipt information can serve as a receipt.

e In lieu of obtaining physical receipts, the Cardholder may also take a picture
of the receipt with his or her mobile device and save the receipt electronically.

e Ifa Cardholder loses a receipt and a duplicate cannot be obtained, the
Cardholder should follow his or her State Agency’s internal procedures for
lost receipts. Cardholders who lose receipts and resort to their Agency’s
internal procedures for lost receipts more than three (3) times during a fiscal
year may have their P-Card privileges suspended.

e The amount on the receipt and the amount of the charge to the Cardholder’s P-
Card account must match. Any discrepancies in amounts should be resolved
with the Vendor and an explanation regarding the resolution should be made
on the receipt or other backup documentation. It is not sufficient to change
the amount on the receipt only.

e The Cardholder and the Cardholder Supervisor shall document all missing
receipts.
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11.

e Credits may be processed without a receipt, but the Cardholder must provide
an explanation of the credit.

10.3. Reconciliation.
e Cardholders should perform reconciliation in Edison on a weekly basis.
e After completing the weekly reconciliation process, the Cardholder must
forward signed and dated receipts to his or her State Agency Approver. This
should also occur on a weekly basis.

10.4. Allocation to the General Ledger.

Timely allocation of charges to the general ledger is essential to ensure compliance with
State accounting and budgetary policies. The State Agency must ensure that all
transactions are allocated to the general ledger before the end of the billing cycle.

PROHIBITED PURCHASES AND TRANSACTIONS.

11.1. Prohibited Purchases.
Cardholders are prohibited from using a physical P-Card for the following types of

purchases, payments, or transactions:
e Goods or services not directly related to job responsibilities or other official
State of Tennessee business, i.e., personal purchases;
Cash withdrawals, including ATM or debit withdrawals;
Travel expenses;
Telephone billings;
Political publications of any sort;
Utility billings and connection fees;
Payments to another State Agency;
Rental of passenger vehicles of any kind;
Artifacts for historical or commemorative purposes (except for the State
Museum);
An employee’s moving expenses;
Purchases of any motor vehicle fuel for any vehicle of equipment leased from
the Department of General Services’ Division of Motor Vehicle Management
(“MVM?);
e Back orders or partial shipments—goods or services must be in stock or
otherwise available at the time of purchase;
e Purchases made using a P-Card or other account by someone other than the
Cardholder or account holder;
Service awards for state employees;
Awards for private citizens;
Honoraria expenses;
Insurance policies;
Gift cards or gift certificates; and
Any goods or services related to political activity as defined under “The Little
Hatch Act,” Tenn. Code Ann. §§ 2-19-201 through 208;

14
38



11.2. Personal Purchases Prohibited.

As provided in Sections 3.1, 5.7 and 12.1, Cardholders are prohibited from using a P-
Card for the purchase of any goods or services not directly related to job responsibilities
or other official State business. Intentional use of a P-Card for any purposes other than
State business will result in disciplinary action, up to and including termination from
State employment or criminal prosecution. Under Tenn. Code Ann. § 39-16-402, State
employees who intentionally or knowingly use a P-Card or a Virtual P-Card for personal

purchases commit a Class E felony.

11.3. Split Charges Prohibited.

Tenn. Code Ann. § 12-3-503(b) and CPO Policy Number 2013-003 authorize State
Agencies to make a purchase without soliciting quotes or proposals from multiple
vendors when the total value of the purchase is ten thousand dollars ($10,000) or less.
Cardholders are prohibited by Tenn. Code Ann. § 12-3-503(b)(2) from splitting a
transaction between two or more transactions on a single account, two or more
transactions on multiple accounts, or two or more transactions using the P-Card and a
purchase order, in order to circumvent the STL imposed on the P-Card. The STL for P-
Card purchases using a physical P-Card is ten thousand dollars ($10,000) unless a State
Agency has designated a lower STL in its internal P-Card policy.

11.4. Payment of Sales and Use Tax.
Tenn. Code Ann. § 67-6-329(a) provides that all sales of services and tangible personal

property made to the State of Tennessee are exempted from sales and use taxes.
Cardholders should provide each vendor with an exemption certificate, as described in
Section 6.4. Cardholders are responsible for ensuring that vendors do not charge tax or
provide a credit for inadvertent charges.

e [ftaxes are charged, the Cardholder must contact the vendor to obtain a credit
to the account.

e Vendors may only credit the State’s P-Card Account and may not refund
erroneously paid taxes through other means, including cash, gift cards, or
store credit.

e The Cardholder is required to maintain documentation of his or her attempts
to obtain credit for any Tennessee Sales and Use Tax charged to the P-Card
Account in error.

12. PURCHASES RESERVED FOR THE DESIGNATED STATE AGENCY
CENTRAL FISCAL OFFICE CARDHOLDER.
Only the person designated by the State Agency Fiscal Director may use his or her individual P-
Card for the following purchases:
e Tuition, fees, and supplies for training individuals;
Internet, newspaper, radio, or television advertisements;
Subscriptions to newspapers, periodicals, newsletters, or pamphlets;
Organization membership dues;
Charges for meeting rooms and attendant expenses in excess of two hundred dollars
($200) per day or for more than five (5) days;

15
39



e Convention or registration fees; and
e Association entry fees.

State Agencies may request an exception from this paragraph by submitting a letter to the
Statewide P-Card Program Administrator. The letter must be on Agency letterhead, include a
business justification for the exception, and be signed by the Agency’s Fiscal Director.

13. DECLARED EMERGENCIES AND NATURAL DISASTERS.

Tenn. Comp. R. & Regs. 0690-03-01-.05(5) authorizes the CPO or delegated State Agencies to
forego standard procurement requirements to meet emergencies arising from unforeseen causes.
If an emergency affecting the health or safety of any person occurs when CPO personnel are not
available, any State Agency is authorized to contract for necessary goods or services and obtain
“after the fact” emergency purchase authorization. All requests for “after the fact” emergency
purchase authorization shall comply with CPO rules, policies, and procedures.

14. ENCOURAGED USE OF P-CARDS.

14.1. Statewide and Agency Term Contracts.

As provided in Section 10.4 of the CPO’s Procurement Procedures Manual, State
Agencies are required to use Statewide Contracts for procuring goods or services to the
extent the needed goods or services are available on a Statewide Contract. State
Agencies may not procure goods or services available on a Statewide Contract from any
other source without prior approval from the Chief Procurement Officer or designee.
State Agencies are encouraged to utilize P-Cards for purchasing goods or services on
Agency Term Contracts and Statewide Contracts.

14.2. Utilization of Diversity Vendors.
Cardholders are strongly encouraged to make authorized purchases from vendors

certified by the Governor’s Office of Diversity Business Enterprise.

15. SURCHARGES AND CONVENIENCE FEES.
Many vendors charge a “credit card processing fee” or “convenience fee” for accepting credit
cards including the P-Card. These types of fees are strictly regulated by Visa and MasterCard.

According to Visa’s “Card Acceptance and Chargeback Management Guidelines for Merchants”
available on Visa’s website, credit card surcharges are allowed but cannot be more than the
amount the vendor’s bank charges them for processing the transaction. Also, the vendor cannot
charge both a surcharge and a convenience fee, explained below.

The maximum allowable surcharge is four percent (4%) and must be shown as a line item on the
detailed invoice or receipt. Whenever a Vendor charges a surcharge, the following rules apply:
e The Vendor must have provided Visa and its bank at least thirty (30) days notification
of their intent to impose surcharges;
e The fact that the Vendor imposes surcharges must be clearly posted on the door and
at point-of-sale for physical locations and on web sites when sales are made via the

internet; and
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e The Vendor must inform the Cardholder or User;

O

o}
O
@]

Of the exact percent of the surcharge;

That the Vendor is the entity assessing the surcharge;

That surcharges are applicable on credit transactions only; and
That the surcharge is not greater than what the vendor pays to Visa.

For any Transaction where the Vendor has charged a surcharge, a Cardholder or User must
obtain a copy of the acknowledgement letter sent to the Vendor by Visa authorizing the Vendor
to impose a surcharge. A copy on file with the State Agency P-Card Program Coordinator will

be sufficient.
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Attachments to Agenda
Procurement Commission Meeting — May 21, 2015
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REQUEST 1: Add the following term to Section D of the FA Template and to Edison’s
configurator.

D.#.

Insurance. Contractor shall provide the State a certificate of insurance (“COI”")
evidencing the coverages and amounts specified below. The COI shall be provided ten
(10) business days prior to the Effective Date and again upon renewal or replacement of
coverages required by this Contract. If insurance expires during the Term, the State
must receive a new COI at least thirty (30) calendar days prior to the insurance’s
expiration date. If the Contractor loses insurance coverage, does not renew coverage, or
for any reason becomes uninsured during the Term, the Contractor shall notify the State

immediately.

The COI shall be on a form approved by the Tennessee Department of Commerce and
Insurance (“TDCI”) and signed by an authorized representative of the insurer. The COI
shall list each insurer’s national association of insurance commissioners (also known as
NAIC) number or federal employer identification number and list the State of Tennessee,
Risk Manager, 312 Rosa L. Parks Ave., 3™ floor Central Procurement Office, Nashuville,
TN 37243 in the certificate holder section. At any time, the State may require the
Contractor to provide a valid COI detailing coverage description; insurance company;
policy number; exceptions; exclusions; policy effective date; policy expiration date; limits
of liability; and the name and address of insured. The Contractor’s failure to maintain or
submit evidence of insurance coverage is considered a material breach of this Contract.

If the Contractor desires to self-insure, then a COI will not be required to prove
coverage. In place of the COI, the Contractor must provide a certificate of self-insurance
or a letter on the Contractor’s letterhead detailing its coverage, liability policy amounts,
and proof of funds to reasonably cover such expenses. Compliance with Tenn. Code
Ann. § 50-6-405 and the rules of the TDCI is required for the Contractor to self-insure
workers’ compensation.

All insurance companies must be: (a) acceptable to the State; (b) authorized by the
TDCI to transact business in the State of Tennessee; and (c) rated A- VII or better by A.
M. Best. The Contractor shall provide the State evidence that all subcontractors maintain
the required insurance or that the subcontractors are included under the Contractor’s

policy.

The Contractor agrees to name the State as an additional insured on any insurance
policies with the exception of workers’ compensation (employer liability) and professional
liability (errors and omissions) (“Professional Liability”) insurance. Also, all policies shall
contain an endorsement for a waiver of subrogation in favor of the State.

The deductible and any premiums are the Contractor’s sole responsibility. Any
deductible over fifty thousand dollars ($50,000) must be approved by the State. The
Contractor agrees that the insurance requirements specified in this Section do not
reduce any liability the Contractor has assumed under this Contract including any
indemnification or hold harmless requirements.
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The State agrees that it shall give written notice to the Contractor as soon as practicable
after the State becomes aware of any claim asserted or made against the State, but in
no event later than thirty (30) calendar days after the State becomes aware of such
claim. The failure of the State to give notice shall only relieve the Contractor of its
obligations under this Section to the extent that the Contractor can demonstrate actual
prejudice arising from the failure to give notice. This Section shall not grant the
Contractor or its insurer, through its attorneys, the right to represent the State in any
legal matter, as the right to represent the State is governed by Tenn. Code Ann. § 8-6-
106.

All coverage required shall be on a primary basis and noncontributory with any other
insurance coverage or self-insurance carried by the State. The State reserves the right
to amend or require additional endorsements, types of coverage, and higher or lower
limits of coverage depending on the nature of the work. Purchases or contracts involving
any hazardous activity or equipment, tenant, concessionaire and lease agreements,
alcohol sales, cyber-liability risks, environmental risks, special motorized equipment, or
property may require customized insurance requirements (e.g. umbrella liability
insurance) in addition to the general requirements listed below.

The Contractor shall obtain and maintain, at a minimum, the following insurance
coverages and policy limits.

Commercial General Liability Insurance

e The Contractor shall maintain commercial general liability insurance, which shall be
written on an Insurance Services Office, Inc. (also known as ISO) occurrence form
(or a substitute form providing equivalent coverage) and shall cover liability arising
from property damage, premises/operations, independent contractors, contractual
liability, completed operations/products, personal and advertising injury, and liability
assumed under an insured contract (including the tort liability of another assumed in
a business contract).

e The Contractor shall maintain bodily injury/property damage with a combined single
limit not less than one million dollars ($1,000,000) per occurrence and two million
dollars ($2,000,000) aggregate for bodily injury and property damage, including
products and completed operations coverage with an aggregate limit of at least two
million dollars ($2,000,000).

Workers’ Compensation and Employer Liability Insurance
A. For Contractors statutorily required to carry workers’' compensation and employer
liability insurance, the Contractor shall maintain:
e Workers’ compensation and employer liability insurance in the amounts required
by appropriate state statutes; or
¢ |n an amount not less than one million dollars ($1,000,000) including employer
liability of one million dollars ($1,000,000) per accident for bodily injury by
accident, one million dollars ($1,000,000) policy limit by disease, and one million
dollars ($1,000,000) per employee for bodily injury by disease.
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B. If the Contractor certifies that it is exempt from the requirements of Tenn. Code Ann.
§§ 50-6-101 — 103, then the Contractor shall furnish written proof of such exemption
for one or more of the following reasons:

o The Contractor employees fewer than five (5) employees;

e The Contractor is a sole proprietor;

e The Contractor is in the construction business or trades with no employees;

e The Contractor is in the coal mining industry with no employees;

e The Contractor is a state or local government; or

e The Contractor self-insures its workers’ compensation and is in compliance
with the TDCI rules and Tenn. Code Ann. § 50-6-405.

REQUEST 2: Add the following optional terms and instructions to the FA Template and to
Edison’s configurator.

Option: Automobile Liability Insurance
Add the following as part of the mandatory insurance term if the Contractor will use a vehicle when

providing goods or services under the Contract.

Automobile Liability Insurance

e The Contractor shall maintain automobile liability insurance which shall cover liability
arising out of any automobile (including owned, leased, hired, and non-owned
automobiles).

e The Contractor shall maintain bodily injury/property damage with a limit not less than
one million dollars ($1,000,000) per occurrence or combined single limit.

Option: Professional Liability Insurance
Add the following as part of the mandatory insurance term if the Contract involves professional services
e.g., architects, engineers, consultants, counselors, medical professionals, attorneys, accountants.

Professional Liability Insurance

Professional Liability insurance shall include:

¢ Professional Liability insurance written on an occurrence basis. This coverage may
be written on a claims-made basis but must include an extended reporting period or
“tail coverage” of at least two (2) years after contract completion;

e Such policy shall have a limit not less than one million dollars ($1,000,000) per claim
and two million dollars ($2,000,000) in the aggregate; and

¢ If the Contract involves the provision of services by medical professionals, a policy
limit not less than two million ($2,000,000) per claim and three million dollars
($3,000,000) in the aggregate for medical malpractice insurance.
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REQUEST: Add the following options and instructional language to the “Instructions,
Considerations, and Options” portion of the FA Template and to Edison’s configurator.

Option: Protection of Federal Tax Information

Add one of the following options below as a separate attachment to the Contract for Contractors having
access to Federal Tax Information (“FTI”) during performance of the Contract. If unsure whether to
include one of the options below, contact the Central Procurement Office’s legal team.

FTI means any return or return information, as defined by 1.R.C. § 6103(b)(2), received from the Internal
Revenue Service or secondary source, such as the Social Security Administration, Federal Office of Child
Support Enforcement, or Bureau of Fiscal Service. FTl includes any information created by the recipient
that is derived from return or return information. If the Contract involves disclosing FTI to a Contractor,
the contracting State Agency shall provide the IRS at least forty-five (45) days notice before executing
the Contract. Use Option #1 when the Contractor may have access to electronic forms of FTI. Use Option
#2 when the Contractor may have access to hard copies of FTI.

Option #1

FEDERALLY MANDATED REQUIREMENTS FOR TECHNOLOGY SERVICES
CONTRACTS WITH ACCESS TO FEDERAL TAX RETURN INFORMATION

Federal Tax Information (“FTI") means any return or return information, as defined by I.R.C. § 6103(b)(2),
received from the Internal Revenue Service or secondary source, such as the Social Security
Administration, Federal Office of Child Support Enforcement, or Bureau of Fiscal Service. FTI includes
any information created by the recipient that is derived from return or return information.

1. PERFORMANCE

In performance of this Contract, the Contractor agrees to comply with and assume responsibility
for compliance by his or her employees with the following requirements:

1.1 All work will be done under the supervision of the Contractor or the Contractor's employees.

1.2 Any return or return information made available in any format shall be used only for the purpose
of carrying out the provisions of this Contract. Information contained in such material will be
treated as confidential and will not be divulged or made known in any manner to any person
except as may be necessary in the performance of this Contract. Disclosure to anyone other
than an officer or employee of the Contractor will be prohibited.

1.3 All returns and return information will be accounted for upon receipt and properly stored before,
during, and after processing. In addition, all related output will be given the same level of
protection as required for the source material.

1.4 The Contractor certifies that the data processed during the performance of this Contract will be
completely purged from all data storage components of his or her computer facility, and no output
will be retained by the Contractor at the time the work is completed. If immediate purging of all
data storage components is not possible, the Contractor certifies that any IRS data remaining in
any storage component will be safeguarded to prevent unauthorized disclosures.

47



1.5

1.6

1.7

1.8

1.9

21

2.2

Any spoilage or any intermediate hard copy printout that may result during the processing of IRS
data will be given to the State. When this is not possible, the Contractor will be responsible for the
destruction of the spoilage or any intermediate hard copy printouts, and will provide the State with
a statement containing the date of destruction, description of material destroyed, and the method

used.

All computer systems receiving, processing, storing, or transmitting FTI must meet the
requirements defined in IRS Publication 1075. To meet functional and assurance requirements,
the security features of the environment must provide for the managerial, operational, and
technical controls. All security features must be available and activated to protect against
unauthorized use of and access to Federal Tax Information.

No work involving Federal Tax Information furnished under this Contract will be subcontracted
without prior written approval of the IRS.

The Contractor will maintain a list of employees authorized access. Such list will be provided to
the State and, upon request, to the IRS reviewing office.

The State will have the right to void the Contract if the Contractor fails to provide the safeguards
described above.

CRIMINAL/CIVIL SANCTIONS:

Each officer or employee of any person to whom returns or return information is or may be
disclosed will be notified in writing by such person that returns or return information disclosed to
such officer or employee can be used only for a purpose and to the extent authorized herein, and
that further disclosure of any such returns or return information for a purpose or to an extent
unauthorized herein constitutes a felony punishable upon conviction by a fine of as much as five
thousand dollars ($5,000) or imprisonment for as long as five (5) years, or both, together with the
costs of prosecution. Such person shall also notify each such officer and employee that any such
unauthorized further disclosure of returns or return information may also result in an award of civil
damages against the officer or employee in an amount not less than one thousand dollars
($1,000) with respect to each instance of unauthorized disclosure. These penalties are prescribed
by L.R.C. §§ 7213 and 7431 and set forth at 26 CFR 301.6103(n)-1.

Each officer or employee of any person to whom returns or return information is or may be
disclosed shall be notified in writing by such person that any return or return information made
available in any format shall be used only for the purpose of carrying out the provisions of this
Contract. Information contained in such material shall be treated as confidential and shall not be
divulged or made known in any manner to any person except as may be necessary in the
performance of the Contract. Inspection by or disclosure to anyone without an official need-to-
know constitutes a criminal misdemeanor punishable upon conviction by a fine of as much as one
thousand dollars ($1,000) or imprisonment for as long as one (1) year, or both, together with the
costs of prosecution. Such person shall also notify each such officer and employee that any such
unauthorized inspection or disclosure of returns or return information may also result in an award
of civil damages against the officer or employee in an amount equal to the sum of the greater of
one thousand dollars ($1,000) for each act of unauthorized inspection or disclosure with respect
to which such defendant is found liable or the sum of the actual damages sustained by the
plaintiff as a result of such unauthorized inspection or disclosure plus in the case of a willful
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inspection or disclosure which is the resuit of gross negligence, punitive damages, plus the costs
of the action. These penalties are prescribed by I.R.C. §§ 7213A and 7431.

23 Additionally, it is incumbent upon the Contractor to inform its officers and employees of the
penailties for improper disclosure imposed by the Privacy Act of 1974, 5 U.S.C. § 552a.
Specifically, 5 U.S.C. § 552a(i)(1), which is made applicable to contractors by 5 § U.S.C.
552a(m)(1), provides that any officer or employee of a contractor, who by virtue of his or her
employment or official position, has possession of or access to State records which contain
individually identifiable information, the disclosure of which is prohibited by the Privacy Act or
regulations established thereunder, and who knowing that disclosure of the specific material is
prohibited, willfully discloses the material in any manner to any person or agency not entitled to
receive it, shall be guilty of a misdemeanor and fined not more than five thousand dollars

($5,000).

24 Granting a Contractor access to FTI must be preceded by certifying that each individual
understands the State’s security. policy and procedures for safeguarding IRS information.
Contractors must maintain their authorization to access FTI through annual recertification. The
initial certification and recertification must be documented and placed in the State's files for
review. As part of the certification and at least annually afterwards, Contractors must be advised
of the provisions of .LR.C. §§ 7431, 7213, and 7213A. The training provided before the initial
certification and annually thereafter must also cover the incident response policy and procedure
for reporting unauthorized disclosures and data breaches. For both the initial certification and the
annual certification, the Contractor must sign, either with ink or electronic signature, a
confidentiality statement certifying their understanding of the security requirements.

3. INSPECTION:

The IRS and the State shall have the right to send its officers and employees into the offices and
plants of the Contractor for inspection of the facilities and operations provided for the
performance of any work under this Contract. On the basis of such inspection, specific measures
may be required in cases where the Contractor is found to be noncompliant with Contract

safeguards.

Option #2

FEDERALLY MANDATED REQUIREMENTS FOR GENERAL SERVICES CONTRACTS
WITH ACCESS TO FEDERAL TAX RETURN INFORMATION

Federal Tax Information (“FTI") means any return or return information, as defined by I.R.C. § 6103(b)(2),
received from the Internal Revenue Service or secondary source, such as the Social Security

Administration, Federal Office of Child Support Enforcement, or Bureau of Fiscal Service. FT! includes
any information created by the recipient that is derived from return or return information.

1. PERFORMANCE

In performance of this Contract, the Contractor agrees to comply with and assume responsibility
for compliance by his or her employees with the following requirements:

1.1 All work will be done under the supervision of the Contractor or the Contractor's employees.
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1.2

1.3

1.4

1.5

1.6

2.1

2.2

Any federal tax returns or return information (hereafter referred to as returns or return information)
made available shall be used only for the purpose of carrying out the provisions of this Contract.

Information contained in such material shall be treated as confidential and shall not be divuiged or
made known in any manner to any person except as may be necessary in the performance of this
contract. Inspection by or disclosure to anyone other than an officer or employee of the contractor

is prohibited.

All returns and return information will be accounted for upon receipt and properly stored before,
during, and after processing. In addition, all related output will be given the same level of
protection as required for the source material.

No work involving returns and return information furnished under this Contract will be
subcontracted without prior written approval of the IRS.

The Contractor will maintain a list of employees authorized access. Such list will be provided to
the State and, upon request, to the IRS reviewing office.

The State will have the right to void the Contract if the Contractor fails to provide the safeguards
described above.

CRIMINAL/CIVIL SANCTIONS:

Each officer or employee of any person to whom returns or return information is or may be
disclosed will be notified in writing by such person that returns or return information disclosed to
such officer or employee can be used only for a purpose and to the extent authorized herein, and
that further disclosure of any such returns or return information for a purpose or to an extent
unauthorized herein constitutes a felony punishable upon conviction by a fine of as much as five
thousand dollars ($5,000) or imprisonment for as long as five (5) years, or both, together with the
costs of prosecution. Such person shall also notify each such officer and employee that any such
unauthorized further disclosure of returns or return information may also result in an award of civil
damages against the officer or employee in an amount not less than one thousand dollars
($1,000) with respect to each instance of unauthorized disclosure. These penalties are prescribed
by IRC §§ 7213 and 7431 and set forth at 26 CFR 301.6103(n)-1.

Each officer or employee of any person to whom returns or return information is or may be
disclosed shall be notified in writing by such person that any return or return information made
available in any format shall be used only for the purpose of carrying out the provisions of this
Contract. Information contained in such material shall be treated as confidential and shall not be
divulged or made known in any manner to any person except as may be necessary in the
performance of the Contract. Inspection by or disclosure to anyone without an official need-to-
know constitutes a criminal misdemeanor punishable upon conviction by a fine of as much as one
thousand dollars ($1,000) or imprisonment for as long as one (1) year, or both, together with the
costs of prosecution. Such person shall also notify each such officer and employee that any such
unauthorized inspection or disclosure of returns or return information may also result in an award
of civil damages against the officer or employee in an amount equal to the sum of the greater of
one thousand ($1,000) for each act of unauthorized inspection or disclosure with respect to which
such defendant is found liable or the sum of the actual damages sustained by the plaintiff as a
result of such unauthorized inspection or disclosure plus in the case of a willful inspection or
disclosure which is the result of gross negligence, punitive damages, plus the costs of the action.
These penalties are prescribed by IRC §§ 7213A and 7431.
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24

Additionally, it is incumbent upon the Contractor to inform its officers and employees of the
penalties for improper disclosure imposed by the Privacy Act of 1974, 5 U.S.C. § 552a.
Specifically, 5 U.S.C. § 552a(i)(1), which is made applicable to contractors by 5 U.S.C. §
552a(m)(1), provides that any officer or employee of a contractor, who by virtue of his or her
employment or official position, has possession of or access to State records which contain
individually identifiable information, the disclosure of which is prohibited by the Privacy Act or
regulations established thereunder, and who knowing that disclosure of the specific material is
prohibited, willfully discloses the material in any manner to any person or agency not entitled to
receive it, shall be guilty of a misdemeanor and fined not more than five thousand dollars

($5,000).

Granting a Contractor access to FTI must be preceded by certifying that each individual
understands the State’s security policy and procedures for safeguarding IRS information.
Contractors must maintain their authorization to access FTI through annual recertification. The
initial certification and recertification must be documented and placed in the State's files for
review. As part of the certification and at least annually afterwards, Contractors must be advised
of the provisions of IRC §§ 7431, 7213, and 7213A. The training provided before the initial
certification and annually thereafter must also cover the incident response policy and procedure
for reporting unauthorized disclosures and data breaches. For both the initial certification and the
annual certification, the Contractor must sign, either with ink or electronic signature, a
confidentiality statement certifying their understanding of the security requirements.

INSPECTION:

The IRS and the State shall have the right to send its officers and employees into the offices and
plants of the Contractor for inspection of the facilities and operations provided for the
performance of any work under this Contract. On the basis of such inspection, specific measures
may be required in cases where the Contractor is found to be noncompliant with Contract

safeguards.
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Policy Number 2013-006
Central Procurement Office
Delegation of Authority Policy

Effective: August 22, 2013

Last Amended: DATE

Prepared by: The Central Procurement Office of the State of Tennessee
1. Purpose.

To establish conditions under which the Chief Procurement Officer, with the approval of
the Comptroller of the Treasury, may delegate authority to State Agencies to issue,
execute, and manage contracts, purchases, grant contracts, or loans.

2:

Scope.

This policy applies to all contracts, purchases, grant contracts, or loans that are issued pursuant
to the delegated authority application process.

3.

Definitions.

For purposes of this policy, the following terms shall have the meanings described below:

“Agency” - means each State board, commission, committee, department, officer, or any
other unit of State government.

“Contract” - means any duly authorized and legally binding written agreement or purchase
order for goods or services by and between the State of Tennessee and any person or any
separate entity with the independent legal capacity to contract and sue and be sued.

“Central Procurement Office” - means the State office established and empowered by
Tenn. Code Ann. § 4-56-104.

“Chief Procurement Officer” - means the official as defined by Tenn. Code Ann. § 4-56-
104.

“Delegated Authority” - means approval given by the Chief Procurement Officer and the
Comptroller of the Treasury to a State Agency to purchase goods or services or execute
contracts within specified limits and guidelines.

“Delegated Grant Authority” - means approval given by the Chief Procurement Officer
and the Comptroller of the Treasury to a State Agency to execute grant contracts for an
individual program within specified limits and guidelines.

“Delegated Loan Authority” - means approval given by the Chief Procurement Officer

and the Comptroller of the Treasury to a State Agency to loan funds and to enter into loan

agreements with contracting parties in accordance with a State or federally funded program.
1

53



“Delegated State Agency” - means a State Agency that has received approval from the
Chief Procurement Officer and the Comptroller of the Treasury to purchase goods or
services, execute contracts, including revenue or no-cost contracts, execute grant
contracts, or make loans for an individual program within specified limits and

guidelines.

“Purchase Order” - means a document issued by the Central Procurement Office or a State
Agency to a contracting party authorizing a purchase. Upon delivery to the contracting
party, a “purchase order” becomes a binding contract on both parties.

“Special Delegated Authority for a Declared Disaster” - means approval given by the Chief
Procurement Officer and the Comptroller of the Treasury to the Tennessee Emergency
Management Agency to execute grant contracts related to a specific federal or state
declared disaster.

“State” - means the State of Tennessee, including its departments, agencies, and entities
that fall under its purview.

“State Building Commission” or “SBC” - means the entity created pursuant to Tenn.
Code Ann. § 4-15-101.

“State Agency” - means the departments, agencies, and entities of the State of Tennessee.

“Statewide Contract” - means a contract for goods or services established by the Chief
Procurement Officer that all State Agencies must utilize and that may be used by local
governments, higher education, and certain not-for-profit entities under Tenn. Code Ann. §

33-2-1001.
4. Delegated Authority - Generally.

In no event shall a State Agency initiate a purchase, contract, grant contract, or loan agreement
under a delegated authority until the Chief Procurement Officer and Comptroller of the Treasury
approve the delegated authority application. An approved delegated authority application shall
remain in force and effect for no more than one (1) fiscal year unless the delegated authority
application involves federal funds and the term of the federal grant award extends beyond one (1)
fiscal year. In such event, the Chief Procurement Officer and Comptroller of the Treasury may
approve a delegated authority application for as long as the federal grant award’s term.
Amendments to a delegated authority must use the Delegated Authority Amendment Model
prescribed by the Central Procurement Office and must be approved by the Chief Procurement
Officer and the Comptroller of the Treasury. An approved delegated authority application may
be revoked at any time if the Delegated State Agency fails to comply with State or federal law,
or with Central Procurement Office rules, policies, and procedures.
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5. Delegated Authority Types Covered by This Policy.

This policy applies to any Delegated Authority, Delegated Grant Authority, Delegated Loan
Authority and Special Delegated Authority for a Declared Disaster.

5.1. Delegated Authority.

A Delegated Authority authorizes a State Agency to purchase goods or services
or execute contracts for the specified program within the limits, guidelines, and
conditions specified within the approved Delegated Authority. Use of a
Delegated Authority is appropriate when the Delegated Authority’s maximum
liability is greater than fifty thousand dollars ($50,000) or the goods or services
being purchased are inappropriate for the use of the State Agency’s local
purchase authority. State Agencies shall not use a Delegated Authority to procure
goods or services that are available on a Statewide or Agency Term Contract.

5.1.1. A Delegated Authority for purchases may be approved when:

» The need for goods or services is sporadic, and an advance
determination of the volume, delivery, or exact costs of goods or
services needed is not possible;

» Itis impractical to award one or more fee-for-service contracts for the
category of goods or services needed with compensation based upon unit
or milestone rates;

» The program needs and general categories of goods or services are
such that adequate guidelines can be developed to direct the State
Agency in competitively making each purchase;

= All goods or services purchased can be delivered or performed in ninety
(90) days or fewer or represent a single transaction, as provided in
Central Procurement Office Policy 2013-004, Section 4.3.2;

» The procurement terms, conditions, and criteria to be followed by the
agency in making each purchase will be of such uniformity that the Central
Procurement Office’s individual, independent, and prior approval of each
purchase is unnecessary; and

» The purchases involved will be of such uniformity, volume, and
pressing need that the individual approval of each purchase by the
Central Procurement Office is impractical.

All purchases made under an approved Delegated Authority shall be made
using purchase orders that include the terms and conditions specified in the
Purchase Order Terms and Conditions Template.

5.1.2. A Delegated Authority for contracts may be approved when:

» The program needs and general categories of services are such that adequate
guidelines can be developed to direct the State Agency in competitively
executing a number of similar contracts;

3
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5.2.

5.3.

» The individual contracts involved will be of such uniformity and
standardization of processes, procedures, and contract terms that individual,
independent, and prior approval is unnecessary and impractical; and

» All individual contracts executed will create a “contractor” relationship as
defined in Central Procurement Office Policy 2013-007.

Delegated Grant Authority.

A Delegated Grant Authority authorizes a State Agency to execute grant
contracts for a particular program or programs within the limits, guidelines,
and conditions specified within the approved Delegated Grant Authority.

A Delegated Grant Authority may be approved when:

e The program needs and category of services are such that adequate guidelines
can be developed to direct the agency in competitively or impartially executing
a number of similar grant contracts; and

* The individual grant contracts involved are of such uniformity and
standardization of processes, procedures, and contract terms that individual review
and approval by the Central Procurement Office is unnecessary and
impractical.

A Delegated Grant Authority shall set forth all provisions, including but not limited
to selection criteria, required by the Central Procurement Office rules, policies, and

applicable State statutes.

No changes shall be made to the terms and conditions of the grant contracts
included within the approved Delegated Grant Authority without an amendment to

the Authority.
Delegated Loan Authority.

A Delegated Loan Authority authorizes a State Agency to make loans and
associated loan agreements for the specified program that are within the limits,
guidelines, and conditions specified within the approved Delegated Loan
Authority.

A Delegated Loan Authority shall set forth all provisions, including but not
limited to selection criteria, required by the Central Procurement Office rules,
policies, and applicable State statutes.

No changes shall be made to the approved loan and associated loan agreement
form detailed within the Delegated Loan Authority without an amendment to the

Authority.
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5.4. Special Delegated Authority for Federal or State Declared Disaster.

A Special Delegated Authority for Declared Disaster is for Tennessee
Emergency Management Agency (“TEMA”™) use only. It authorizes TEMA to
execute grant agreements related to funds awarded for the response to and
recovery from a disaster formally declared by the federal government or the
Governor of Tennessee.

6. Delegated State Agency Requirements and Responsibilities.

Delegated authority applications must be signed by the State Agency head or authorized designee.
Unless purchases, contracts, grant contracts, or loan agreements made or entered into under an
approved delegated authority application are authorized by the State Agency head or his or her
designee, they are null and void.

All purchases, contracts, grant contracts, and loans made or entered into under a delegated
authority are subject to applicable Central Procurement Office rules, policies and procedures.
The Delegated State Agency must use the current Central Procurement Office templates and
models and maintain a procurement file for all purchases, contracts, grant contracts, and loans
made or entered into under a delegated authority. All relevant documentation must also be
maintained in Edison as appropriate.

The Delegated State Agency is responsible for ensuring that it does not exceed the scope of its
authority delegation and that all conditions of the approved delegated authority application are
met. Further, the head of the Delegated State Agency is responsible for ensuring all staff
carrying out the terms of the approved delegated authority application are properly authorized
and trained to perform the necessary tasks. The exercise of delegated authority shall not violate
or circumvent state or federal law, executive orders, appropriations, or state rules, policies, and
procedures.

Delegated State Agencies must develop written procedures for implementing approved
delegated authority applications. A Delegated State Agency’s procedures must comply with
applicable Central Procurement Office rules, policies, and procedures and may contain more
restrictive requirements than those specified by the Central Procurement Office. The Chief
Procurement Officer may revoke a Delegated Authority at any time, at his or her sole discretion.
The Chief Procurement Officer shall notify the Comptroller of the Treasury in writing of any
such revocation.

Approvals or endorsements may be required for certain contracts depending upon the nature of
the proposed contract scope of service. The Delegated State Agency must obtain signed
approval or endorsement documentation and submit it with the delegated authority application
to the Central Procurement Office and Comptroller of the Treasury. Required approvals and
endorsements are indicated in the table below.



Contract Subject Matter Required Approval or Endorsement

* Information technology OIR Endorsement

e Medical/mental health-related F&A eHealth Initiative Endorsement
professional, pharmaceutical,
laboratory, or imaging

* Contract between State Agencies Governor
that includes provisions for
cooperative programs

* Provision for State legal consultation Attorney General'
services
e Contract with an individual; Human Resources Commissioner

» Contract that involves training State
employees (except training pursuant
to an information technology system
procurement);

e Services relating to the employment
of current or prospective State
employees

» Contract that involves engineering State Architect
or architectural services relating to
an improvement (including
demolition) to real property in
which the State of Tennessee has

an interest
e Delegation of procurement or Comptroller of
contract authority by the the Treasury”

Central Procurement Office;

» Procurements for goods and services
where authority exists under both
the SBC and Central
Procurement Office to procure
and contract;

* Auditing services;

» Cooperative agreements as provided
in Tenn. Code Ann. § 4-56-
108(a)(4);

' See Tenn. Code Ann. § 8-6-106.
2 Pursuant to Tenn. Code Ann. § 4-56-108(b), without limitation of the audit authority of the comptroller of the

treasury, the comptroller is authorized to examine any documents under the authority of the chief procurement
officer.



Fee-For-Service procurements

or contracts with a maximum
liability > $5,000,000;

Grant contracts with a maximum
liability > $5,000,000;
Fee-For-Service procurements or
contracts for new or replacement
information systems and technical
infrastructure projects for goods and
services > $500,000;

Procurements or contracts utilizing
competitive or non-competitive
negotiations with a maximum liability]
> $250,000;

Revenue procurements/contracts;
No-Cost procurements/contracts;
Procurements/contracts with a term
> 60 months (5 years);
Procurements/contracts that propose
to limit liability to less than 2 times
the maximum liability or revenue of
the contract;

Procurements/contracts that propose
to change the Records, Annual
Report, Audit, or Monitoring
clauses;

Procurements/contracts that allow
for the negotiation of a necessary,
mandatory, or standard contract
clause;

Procurements allowing a cost
proposal to be evaluated
contemporaneously with or prior to
the technical proposal evaluation;
Procurements/contracts containing
an automatic price escalator; and
Such other procurements/contracts
or other items as may be directed by
the Central Procurement Office or
the Procurement Commission.

Comptroller of the Treasury*




e All requests to procure goods or Fiscal Review Committee”
services by negotiation with a single
service provider (a noncompetitive
contract) having a term of more than
one (1) year or which contain term
extension language authorizing a
term of greater than one (1) year
AND a cumulative value of
$250,000 or more

Related Statutes, Rules and Policies
Tenn. Code Ann. Title 12, Chapter 3.

* Pursuant to Tenn. Code Ann. § 4-56-107(b)(4), the Fiscal Review Committee, pursuant to its jurisdiction under
§ 3-7-103(a), is authorized to review any other State contract or contract amendment regardless of whether the
contract or contract amendment meets these requirements.
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1-15-15 DA

DELEGATED AUTHORITY (DA) TEMPLATE

This template prescribes the format and content for a Delegated Authority (“DA”) application. Procurement professionals
should use this template to request authority either to: (1) purchase goods or services (“purchase order delegation”), or (2)
execute contracts (“contract delegation”) as specified without additional, individual, independent approval. Use of this
template is appropriate when the DA’s maximum liability is greater than fifty thousand dollars ($50,000) or the goods or
services being purchased are inappropriate for use of the Agency’s local purchase authority. Procurement professionals shall
use this template to facilitate approval of a DA for a maximum period of one (1) fiscal year unless the DA application involves
federal funds and the term of the federal grant award extends beyond one (1) fiscal year. In such event, the Chief
Procurement Officer and Comptroller of the Treasury may approve a DA application for as long as the federal grant award’s
term. Any modifications to this template other than those identified in the instructions require an approved Rule Exception

Request (“RER").

A purchase order delegation is appropriate only when the goods or services will be provided within ninety (90) days or less
or represent a single transaction, as provided in CPO Policy 2013-004, Section 4.3.2. If a purchase order delegation is not
appropriate, use this template for contract delegation authority. For a DA requesting contract delegation authority, the
applicant State Agency shall attach the entire proposed contract or contracts. If the proposed contracts include
modifications or additions to the Central Procurement Office’s contract templates or models, the State Agency shall redline
the modifications or additions, and include the redlined document as an attachment. An approved Rule Exception Request
(“RER”} is required when proposed contracts involve modifications or additions to a template.

Procurement professionals shall obtain all required signatures and submit the DA for Central Procurement Office (“CPO")
approval no less than thirty (30} days before the Effective Date. If a signed DA is not submitted to the CPO at least thirty
(30) days prior to the Effective Date, then the CPO may request that the DA be resubmitted with a new Effective Date or
request that the procurement professional provide a written explanation as to why the DA was submitted less than
thirty (30) days before the Effective Date. In no event shall the applicant State Agency submit a purchase order or
execute a contract under this DA before the Effective Date.

Procurement professionals should complete form fields and follow, replace, or otherwise address red instructional
text (e.g., State Agency Name, amount, will/will not) as indicated and with conforming font and color.

COVER SHEET

Complete summary cover sheet fields as indicated within the template.

Agency Tracking # unique tracking number comprised of: 5-digit business unit # + unique, 5-digit #
example: 31707-12345

Funding amounts by fiscal year and funding source with row and column totals;
contract maximum liability MUST equal the sum of the TOTAL Contract Amount column (i.e., the
grand total amount for all fiscal years & all sources of funding)

APPROVALS

The DA must be signed by the State Agency head or an authorized designee. Procurement professionals
should attach any supporting documentation in PDF format to the Edison record including:

= a PDF copy of the previously approved DA if a DA with the same or a similar purpose to the
proposed DA was previously approved; and

= a PDF copy of any necessary RERs.
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DELEGATED AUTHORITY

Agency Tracking #

Edison ID Effective Date

End Date

Edison ID of prior, similar document (if any)

Service Caption

Funding —
TOTAL Maximum
FY State Federal Interdepartmental | Other Liability
TOTAL:
———
Budget Officer Confirmation: There is a balance in the CPO USE - DA

appropriation from which obligations hereunder are required
to be paid that is not already encumbered to pay other

obligations.

Speed Chart (optional)

Account Code (optional)
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DELEGATED AUTHORITY

This Delegated Autharity (“DA”) application, if approved in accordance with Central Procurement
Office (“CPO") rules, policies, and procedures, shall authorize the applicant state agency ("State
Agency") to purchase goods or services or execute contracts for the specified program without
individual, independent approval, PROVIDED THAT all purchases and executed contracts
comply with CPO rules, policies and procedures, and are within the limits, guidelines, and
conditions of this DA. All purchases under an approved DA shall be made using purchase orders
in compliance with CPO Policy 2013-004, Section 4.3.2. Where a contract is required under
Policy 2013-004, Section 4.3.2., the State Agency shall attach a copy of the proposed contract
that will be used under the DA. If the proposed contract includes modifications or additions to the
CPO'’s contract templates or models, the State Agency shall redline the modifications or additions
and include the redlined document as an attachment. An approved RER is required when the
proposed contract involves modifications or additions to a template.

Contracting Agency: Agency Name

Subject Program: Program Identification

A.

What is the purpose of this DA, and why is it necessary?

Answer

What is the Maximum Liability of the DA? The Maximum Liability shall
not exceed ten million dollars ($10,000,000) without an approved RER. $ Amount

A purchase order is appropriate when the goods or services will be provided within
ninety (90) days or less or represent a single transaction, as provided in CPO Policy
2013-004, Section 4.3.2.

What is the Maximum Liability of a purchase order to be submitted or
contract to be executed under this DA? The Maximum Liability of a
purchase order or contract shall not exceed five million dollars
($5,000,000) without an approved RER. $ Amount

What is the maximum number of individual contracts to be executed
under this DA? If the proposed number of contracts is five (5) or
fewer, provide a justification for why a DA is appropriate. Number

What is the maximum term of an individual contract to be executed
under this DA? Number months

Under CPO Policy 2013-004, Section 4.3.2, a purchase order is appropriate when goods or services will be provided
within ninety (90) days or less. The State Agency certification for contracts is in Section G.

State Agency certification for purchases:

1. The requesting State Agency certifies that each of the following is true and applicable:

a) The need for goods or services is sporadic, and an advance determination of the
volume, delivery, or exact costs of goods or services needed is not possible;

b) Itis impractical to award one or more fee-for-service contracts for the category of
goods or services needed with compensation based upon unit or milestone rates;

c) The program needs and general categories of goods or services are such that
adequate guidelines can be developed to direct the State Agency in competitively
making each purchase;

d) All goods or services purchased can be delivered or performed in ninety (90) days or
fewer or represent a single transaction, as provided in CPO Policy 2013-004, Section
4.3.2;

e) The procurement terms, conditions, and criteria to be followed by the agency in
making each purchase will be of such uniformity that the Central Procurement
Office’s individual, independent, and prior approval of each purchase is unnecessary;

f) The purchases involved will be of such uniformity, volume, and pressing need that the
individual approval of each purchase by the Central Procurement Office is
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impractical; and

g) The State Agency staff has made appropriate and justified inquiries and assured the
validity and justification of the maximum amounts in this DA application.

2. The summary cover sheet correctly records the requested delegated authority period in
which every purchase must be made. Delivery may occur after the period.
3. The State Agency will limit purchases to the goods or services and associated maximum

payment rates for each line item detailed in Attachment 1.

4. The State Agency shall make each purchase:

a) In strict accordance with the pre-defined, competitive process detailed in Attachment
3; and

b) Using the purchase order document designated by the Central Procurement Office.

§. The State Agency shall ensure that every purchase made under the DA:

a) Has sufficient funds budgeted and available:

b) Complies with: Tennessee laws and regulations; Central Procurement Office rules,
policies and procedures; program rules, policies and procedures; and any federal
laws, rules, regulations, or requirements;

¢) Creates a “contractor” relationship as defined in the US O.M.B.’s Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards;

d) Shall not create an employer/empioyee relationship as prohibited by Tenn. R. & Regs.
§ 0690-03-01-.17;

e) Shall not involve the procurement of goods, materials, supplies, equipment, or
services EXCEPT as provided in this DA; and

f) Shall not provide for the payment of any amount directly or indirectly to an employee
or official of the state of Tennessee.

6. The State Agency will require the following documentation prior to payment for any
purchase:

a) acopy of the CPO’s designated purchase order document signed by the State Agency
and the Vendor; and

b} A certification that the contractor selection process detailed in Attachment 3 was
followed and the requested goods or services were delivered and accepted.

7. The State Agency shall retain records to document that all purchases have been made in
accordance with the limits, guidelines, and conditions specified in this DA.

8. The State Agency shall provide all such reports and information relating to the purchases
made under the approved DA as may be requested by state officials.

Under CPO Policy 2013-004, Section 4.3.2, a contract shall be executed if goods or services cannot be provided
within ninety (90) days.

State Agency certification for contracts:
1. The requesting State Agency certifies that each of the following is true and applicable:

a) The program needs and general categories of services are such that adequate
guidelines can be developed to direct the State Agency in competitively executing a
number of similar contracts;

b) The individual contracts involved will be of such uniformity and standardization of
processes, procedures, and contract terms that individual, independent, and prior
approval is unnecessary and impractical; and

c) All individual contracts executed will create a “contractor” relationship as defined in
Central Procurement Office Policy 2013-007.

2. The summary cover sheet correctly records the requested delegated authority period in
which every contract must begin.

3. The State Agency will draft each contract either with the exact scope of services (“Scope”)
detailed in Attachment 2 or using a combination of the provisions detailed in Attachment
2. In no event shall the Scope contain provisions that do not appear in Attachment 2. The
State agency will draft each contract in compliance with the appropriate contract
templates and models in effect at the time that each contract is drafted. Each contract
must include a completed summary cover sheet attached at the front of each copy.
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4. The State Agency will select contractors in strict accordance with the pre-defined,
competitive process detailed in Attachment 3.

5. The State Agency will ensure that every contract entered into under this DA:

a) Has sufficient funds budgeted and available;

b) Complies with: Tennessee laws and regulations; Central Procurement Office rules and
policies; program policies, rules, and regulations; and any federal laws, rules,
regulations, and requirements;

c¢) Shall not create an employer/employee relationship as prohibited by Tenn. R. & Regs.
§ 0690-03-01-.17;

d) Shall not procure goods, materials, supplies, equipment, or services EXCEPT as
provided in this DA; and

e) Shall not provide for the payment of any amount directly or indirectly to an employee
or official of the State.

6. The State Agency will retain records to document that every contract has been executed
in accordance with the limits, guidelines, and conditions specified in this DA.

7. The State Agency will provide all such reports and information relating to the executed
contracts under this DA as may be requested by state officials.

8. The State Agency shall attach a copy of the proposed contract(s) that will be used under
the DA. If the proposed contract or contracts include modifications or additions to
contract templates or models, redline the modifications or additions in the attachment(s)
and include an approved Rule Exception Request (“RER™).

IN WITNESS WHEREOF, and by signature below, | certify that all information in this DA
is, to the best of my knowledge, accurate and represents the limits, guidelines,
conditions, and procedures that the State Agency shall follow in making each purchase

or executing each contract.

State Agency head name and title Date
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ATTACHMENT 1

AUTHORIZED PURCHASE OF GOODS OR SERVICES & MAXIMUM RATE SCHEDULE

The rates below are maximum rates allowed, NOT standard or set rates (unless based upon federal
government or TennCare set rates). The State Agency is encouraged to buy goods or services at
lower rates than those below. All purchases under this DA shall comply with the vendor selection

procedures specified in Attachment 3.

Good or Service

Maximum Rate

Travel Compensation/Reimbursement
(relating to authorized service delivery)

This Delegated Authority shall NOT authorize
payment or reimbursement of a contractor’s
travel expenses to the site where goods are
delivered or services are provided. If the State
requires that the contractor travel somewhere
other than the site where goods are delivered or
services are performed, reimbursement shall be
subject to amounts and limitations specified in
the current "State Comprehensive Travel
Regulations.” Only necessary expenses
incurred away from and back to the site where
goods are delivered or services are performed
shall be reimbursable.

Note: This does NOT apply to any travel
reimbursements paid to state clients (which
may be provided for in this schedule).

Service Definition

Maximum Rate (e.g., $ Amount per Unit)

Repeat Service Lines as Necessary

Maximum Rate (e.g., $ Amount per Unit)
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ATTACHMENT 2

CONTRACT SCOPE OF SERVICES TEXT

Insert the scope of services (“Scope”) that will be used in executed contracts or identify all provisions that
will possibly appear in the Scope. If all contracts will contain the same Scope, note that below and include
the Scope in the pro forma contract attached to the DA application. There is no need to provide the Scope in
this Attachment and in the pro forma contract. If there will be a menu of scopes, identify all provisions that
will possibly appear in the Scope in this Attachment. Then leave the Scope and Section C.3.b of the pro
forma contract blank.

The Scope describes the services and deliverables that contractors must provide. It must specify all
associated functional and technical requirements. The State Agency may include payment terms outside of
Section C with an approved Rule Exception Request.

The State Agency head or designee signifies by signing this DA that all information in this DA is, to the best
of his or her knowledge, accurate and represents the limits, guidelines, conditions, and procedures that the
State Agency shall follow in executing each contract.

Scope (Contract section A) Cost (Contract section C.3.b)
Deliverable 1 $ / unit
Deliverable 2 $ / unit
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ATTACHMENT 3

PRE-DEFINED VENDOR OR CONTRACTOR SELECTION PROCESS AND CONTRACT MAXIMUM
LIABILITY AMOUNT DETERMINATION PROCESS

The State Agency shall select vendors or contractors in strict accordance with the pre-defined,
competitive or otherwise approved process described below. Any selection process authorized by
CPO rules, policies, or manuals is acceptable, though some processes will require additional
documentation or approvals. The State Agency shall retain records to show the basis of each
purchase made or each contract executed under this Delegated Authority, including documentation
that each purchase or contract was made in accordance with the processes below.

Describe the process for selecting vendors or contractors.

if requesting a contract delegation, describe the process for determining the contract Maximum
Liability amount.
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DELEGATED GRANT AUTHORITY (DG) TEMPLATE

This template prescribes the format and content for the Delegated Grant Authority application (“DGA”). Approval of the DGA
confers delegated authority to execute grant contracts for an individual program without additional, individual, independent

approval.
Procurement professionals shall adhere to this template and attach a copy of the proposed grant contract(s) that will be

used under the DGA. If the proposed grant contract or contracts include modifications or additions to grant contract
templates or models, redline the modifications or additions in the attachment(s) and include an approved Rule Exception

Request (“RER”).

Do NOT route a DGA for approval after its begin date. Any DGA routed for approval after its begin date is subject to
disapproval or may be approved with a begin date later than the one proposed. Agencies may obtain a begin date that

occurs before the routing date with an approved RER.

An approved DGA shall remain in force and effect for no more than one (1) fiscal year unless the DGA involves federal
funds and the term of the federal grant award extends beyond one (1} fiscal year. In such event, the Chief Procurement
Officer and Comptroller of the Treasury may approve a DGA application for as long as the federal grant award’s term.
However, it may specify a contract period of up to five (5) years for any grant contract executed under the delegated
authority. No single grant contract executed under a DGA shall have a maximum liability that exceeds five million

dollars ($5,000,000).

Procurement professionals should complete template fields and follow, replace, or otherwise address red
instructional text (e.g., State Agency Name, amount, will/will not) as indicated.

COVER SHEET

Complete summary cover sheet fields as indicated within the template.

Agency Tracking # unique tracking number comprised of: 5-digit business unit # + unique, 5-digit #
example: 31707-12345

Funding amounts by fiscal year and funding source with row and column totals;

contract maximum liability MUST equal the sum of the TOTAL Contract Amount column (i.e., the grand total
amount for all fiscal years & all sources of funding)

A summary cover sheet properly completed and in accordance with the template is required for each grant
contract executed under the DGA.

APPROVALS

Affix a sighature by the Grantor State Agency head or an authorized designee. Prepare the Contract Entry Record
for the Delegated Grant Authority as required by the Edison system. Then, scan the signed document with the
completed summary cover sheet to a PDF file and attach the digital copy to the Edison record. Attach any
supporting documentation in PDF format to the Edison record including:

* a PDF copy of the previously approved DGA if a DGA with the same or similar purpose to one
proposed was approved in a prior year
e 3 PDF copy of any necessary RERs
Submit the Edison Contract Entry Record with the proposed DGA for approval routing.
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DELEGATED GRANT AUTHORITY

Agency Tracking #

Edison ID

Begin Date

End Date

Edison ID of prior, similar DG (if any)

Last possible End Date of authorized grant contracts

Service Caption

Funding —

FY State Federal Interdepartmental | Other TOTAL Maximum Liability
TOTAL:

Each grant contract will establish the following type of |:| SUBRECIPIENT D CONTRACTOR

relationship:

Budget Officer Confirmation: There is a balance in the
appropriation from which obligations hereunder are
required to be paid that is not already encumbered to pay

other obligations.

Speed Chart (optional)

Account Code (optional)

CPO USE - DG
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This Delegated Grant Authority application (“DGA”), if approved in accordance with Central
Procurement Office rules, policies, and procedures, shall authorize the applicant state agency

("Grantor State Agency") to execute grant contracts for a particular program or programs without

individual, independent approval, PROVIDED THAT all grant contracts are within the limits,
guidelines, and conditions of this DGA. The Grantor State Agency shall attach a copy of the
proposed grant contract(s) that will be used under the DGA. If the proposed grant contract or
contracts include modifications or additions to grant contract templates or models, redline the

modifications or additions in the attachment(s) and include an approved Rule Exception Request

(“RER?”).
Grantor State
Agency: Agency Name
Service Caption: Program Identification
A. What will be the maximum number of individual grant contracts? Number
B. What will be the maximum period of an individual grant contract? Number months
C. What will be the maximum amount of an individual grant contract

(must not exceed five million dollars ($5,000,000))? $ Amount

D. Whatis the maximum liability of the Delegated Grant Authority? $ Amount
E. GRANTOR STATE AGENCY DECLARATION:

1. Each of the following is true and applicable:

a) The program needs and general categories of services are such that adequate
guidelines can be developed to direct the Grantor State Agency in competitively or

impartially awarding a number of similar grants; and

b) The individual grant contracts involved will be of such uniformity and
standardization of processes, procedures, and contract terms that individual,
independent, and prior approval is unnecessary and impractical.

2. The summary cover sheet correctly records the requested delegated authority period
in which every grant contract must begin as well as the relationship (as defined by

Central Procurement Office Policy 2013-007) that each grant contract will create.

3. The Grantor State Agency will select grantees in strict accordance with a pre-defined,

competitive or impartial process. This process is detailed in Attachment 1.

4. The Grantor State Agency will draft each grant contract with the exact “scope of
services” detailed in Attachment 2, and in compliance with the form and content

required by the appropriate grant contract templates and models in effect at the time
that each grant contract is drafted. Each grant contract must include a completed

summary cover sheet attached at the front of each copy.

5. The Grantor State Agency will ensure that every grant contract entered into under the

Delegated Grant Authority:
a) Has sufficient funds budgeted and available;

b) Complies with: Tennessee laws and regulations; Central Procurement Office rules
and policies; program policies, rules, and regulations; and any federal laws, rules,

regulations, and requirements;

c) Shall not create an employer/employee relationship as prohibited by the Tenn. R.

& Regs. § 0690-03-01-.17;
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Grantor State
Agency: Agency Name

Service Caption: Program Identification

d) Shall not procure goods, materials, supplies, equipment, or services EXCEPT as
provided in this Delegated Grant Authority; and

e) Shall not provide for the payment of any amount directly or indirectly to an
employee or official of the State.

6. The Grantor State Agency will retain records to document that every grant contract
has been executed in accordance with the limits, guidelines, and conditions specified
in this Delegated Grant Authority.

7. The Grantor State Agency will provide all such reports and information relating to the
executed grant contracts under this Delegated Grant Authority as may be requested
by state officials.

8. The Grantor State Agency shall attach a copy of the proposed grant contract(s) that
will be used under the DGA. If the proposed grant contract or contracts include
modifications or additions to grant contract templates or models, redline the
modifications or additions in the attachment(s) and include an approved Rule
Exception Request (“RER?”).

IN WITNESS WHEREOF, and by signature below, | certify that all information in this DGA is,
to the best of my knowledge, accurate and represents the limits, guidelines, conditions, and
procedures that the Grantor State Agency shall follow in executing each grant contract.

Grantor Agency Head Name & Title Date
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ATTACHMENT 1

PRE-DEFINED GRANTEE SELECTION & GRANT AMOUNT DETERMINATION PROCEDURES

The Grantor State Agency will select grantees in strict accordance with a pre-defined, competitive or
impartial process described below. The Grantor State Agency shall retain records to show the
clearly competitive or impartial basis of each grant contract executed, including documentation that
each grant contract under this Delegated Grant Authority was executed in accordance with the
grantee selection and grant contract amount determination procedures below.

Detailed grantee selection and grant contract amount determination procedures
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ATTACHMENT 2

EXACT GRANT CONTRACT SCOPE OF SERVICES TEXT

Insert the exact scope of services (“Scope”) that will be used in executed grant contracts. If the Grantor
State Agency wishes to use more than one Scope, insert all Scopes and clearly identify each Scope and

when it will be used.

The Scope describes the services and deliverables that the Grantee must provide. It must specify all
associated functional and technical requirements. The Grantor State Agency may include payment terms
outside of Section C with an approved Rule Exception Request.

The Grantor State Agency head or designee signifies by signing this DGA that all information in this DGA is,
to the best of his or her knowledge, accurate and represents the limits, guidelines, conditions, and
procedures that the Grantor State Agency shall follow in executing each grant contract.
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DELEGATED AUTHORITY APPLICATION AMENDMENT TEMPLATE

Central Procurement Office Policy Number 2013-006 requires approvals or endorsements for certain contracts depending on
the contract’s Scope. A change in Scope may require re-approval or re-endorsement by the Office for Information Resource,
Tennessee Department of Human Resources, or other State entity. If re-approval or re-endorsement is required, submit
documentation of the approval or endorsement with the amendment.

Complete form fields and follow, replace, or otherwise address red instructional text (e.g., State Agency Name,
amount, will or will not) as indicated and with conforming font and color.

Complete summary cover fields as indicated within the template and the following field directions.

Agency Tracking # unique tracking number comprised of: 5-digit business unit # + unique, 5-digit #
example: 31707-12345
Increase/Decrease amount by which the Maximum Liability will change pursuant to this amendment;

express the amount as a negative number using "( )" symbols if the Maximum Liability is decreased;
express it as "0" if there is no change

Funding amounts by fiscal year and funding source with row and column totals;
contract Maximum Liability must equal the sum of the total Contract Amount column (i.e., the

grand total amount for all fiscal years and all sources of funding)
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DELEGATED AUTHORITY AMENDMENT

Agency Tracking # Edison ID Delegated Authority # Amendment #

Amendment Purpose & Effect(s)

TOTAL Maximum Liability INCREASE or DECREASE per this Amendment (zero if N/A): $

Funding —

FY State Federal Interdepartmental | Other TOTAL Maximum Liability
TOTAL:

Budget Officer Confirmation: There is a balance in the CPO USE

appropriation from which obligations hereunder are required
to be paid that is not already encumbered to pay other
obligations.

Speed Chart (optional) Account Code (optional)
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AMENDMENT WRITTEN NUMBER
TO DELEGATED AUTHORITY ASSIGNED NUMBER

This amendment to [insert Delegated Authority, Delegated Grant Authority, or Delegated Loan Authority]
Number (“Amendment”), shall revise the delegated authority as follows:

Amendment Text — Refer to Template Instructions

Required Approvals. This Amendment shall not be effective until it is approved by all appropriate officials
in accordance with applicable Tennessee laws (depending upon the specifics of this delegated authority,
officials may include, but are not limited to, the Chief Procurement Officer, the Commissioner of Finance
and Administration, the Commissioner of Human Resources, or the Comptroller of the Treasury).

Amendment Effective Date. The effective date of this Amendment is DATE. All other terms and
conditions of this delegated authority not expressly amended shall remain in full force and effect.

IN WITNESS WHEREOF:

Agency Head Name & Title DATE
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AMENDMENT INSTRUCTIONS, CONSIDERATIONS, AND OPTIONS

Draft the amendment with the following sections, as appropriate. Number each amendment section consecutively.

Option: Change the Maximum Liability of the entire delegated authority application
The Maximum Liability shall not exceed ten million dollars ($10,000,000) without an approved RER.

Section #. is deleted in its entirety and replaced with the following:

#. What is the Maximum Liability of the [insert Delegated Authority,
Delegated Grant Authority, or Delegated Loan Authority]? $ Amount

Option: Change the Maximum Liability of an individual contract, purchase order, grant contract, or loan.
The Maximum Liability of an individual contract, purchase order, or grant contract shall not exceed five

million dollars ($5,000,000) without an approved RER.
Section #. is deleted in its entirety and replaced with the following:

#. What is the Maximum Liability of an individual [insert contract,
purchase order, grant contract, or loan]? $ Amount

Option: Delete and Replace Section
Use the following to delete and replace an existing sub-section.

#. Contract or Grant Contract section Reference is deleted in its entirety and replaced with the
following:

#. New Text — include all of the deleted language that continues to be necessary after this
amendment.

Option: Delete and Replace Attachment
Use the following to delete and replace an existing attachment.

#. Contract or Grant Contract Attachment Reference is deleted in its entirety and replaced with
Attachment Reference.

Option: Add Section
Adding an attachment reference alone does not add the attachment (refer to add attachment option below).

Use the following to add a new sub-section after ali existing sub-sections of a contract or grant contract.

#. The following is added as [insert Contract or Grant Contract] section New Section Reference.

#. New Text
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Option: Add Attachment
Use the following to add a new attachment.

#. [Insert Contract or Grant Contract] Attachment New Attachment Reference attached hereto is
added as a new attachment.

Option: Contractor or Grantee Name Amendment
Evidence of the legitimacy of the name change is required for approval.
Use the following to change the Contractor or Grantee’s name.

#. The following is added as [insert Contract or Grant Contract] section New Section Reference:
#. [Insert Contractor or Grantee] Name. All references to “Original Legal Entity Name” or
‘Grantee Legal Entity Name” shall be deleted and replaced with “New Legal Entity
Name.”

EFFECTIVE DATE
The effective date of an amendment shall not be retroactive (i.e., before the date that the amendment is
submitted to Edison for approvals).

SIGNATURE

Draft the amendment so that the signature immediately follows the previous section text separated by only one
blank line. Do not insert an arbitrary page break prior to the signature section.
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INTERAGENCY AGREEMENT — GRANT MODEL

This model provides the format and content for drafting a cost-reimbursement grant agreement between {1) two Tennessee
state agencies, neither of which has the separate legal capacity to contract or sue and be sued; (2) a Tennessee state agency
and a member of the University of Tennessee or Board of Regents educational systems. All agreements must comply with
the requirements of the Central Procurement Office’s Grant and Subrecipient Monitoring Policy (Policy Number 2013-007)
and the U.S. OMB’s Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, as
applicable. Please refer to Department of Finance and Administration — Policy 18 “Interunit Journals” for additional
information, as applicable.

Grant administrators should complete text fields and follow, replace, or otherwise address red instructional text
(e.g., State Agency Name, amount, will/will not) as indicated with appropriate font and color. The standard IG
Model begins on the following page. Additional IG instructions, considerations, and options follow the standard IG
model.
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@ INTERAGENCY GRANT AGREEMENT
i (cost reimbursement grant agreement between two Tennessee state agencies, University of
Tennessee, or Board of Regents colleges and universities)

Begin Date

End Date

Agency Tracking #

Edison ID

Subrecipient or Contractor

|:| Subrecipient
D Contractor

CFDA #

Service Caption (one line only)

Funding —
TOTAL Grant Agreement
FY State Federal Interdepartmental | Other Amount
TOTAL:
_—_

Budget Officer Confirmation: There is a balance in the
appropriation from which obligations hereunder are
required to be paid that is not already encumbered to pay

other obligations.

Speed Chart (optional)

Account Code (optional)

CPO USE - IG
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GRANT AGREEMENT
BETWEEN THE STATE OF TENNESSEE,
GRANTOR STATE AGENCY NAME
AND
GRANTEE STATE AGENCY NAME

This Grant Agreement, by and between the State of Tennessee, [Insert Name of State Agency] (the
“Grantor State Agency”), and [Insert Name of State Agency] (the “Grantee”), is for the provision of Scope
of Service Caption, as further defined in the "SCOPE OF SERVICES AND DELIVERABLES."

A.

A1

A

c.2

C.3.

c4

C.5.

SCOPE OF SERVICES AND DELIVERABLES:

The Grantee shall provide the scope of services and deliverables (“Scope”) as required,
described, and detailed in this Grant Agreement.

Specify the services and deliverables that the Grantee must provide as well as the technical
specifications and delivery requirements that must be met (include sufficient detail to ensure
accountability and definitive results). Do NOT include payment terms in the Scope of Service.

TERM OF AGREEMENT:

This Grant Agreement shall be effective on DATE (“Effective Date”) and extend for a period of
number (#) months after the Effective Date (“Term”). The Grantor State Agency shall have no
obligation to the Grantee for fulfillment of the Scope outside the Term.

PAYMENT TERMS AND CONDITIONS:

Maximum Liability. In no event shall the Maximum Liability of the Grantor State Agency under
this Grant Agreement exceed Written Dollar Amount ($Number) (“Maximum Liability”). The Grant
Budget, attached and incorporated as Attachment Reference, is the maximum amount due the
Grantee under this Grant Agreement. The Grant Budget line-items include, but are not limited to,
all applicable taxes, fees, overhead, and all other direct and indirect costs incurred or to be
incurred by the Grantee.

Compensation Firm. The Maximum Liability of the Grantor State Agency is not subject to
escalation for any reason unless amended. The Grant Budget amounts are firm for the duration
of the Grant Agreement and are not subject to escalation for any reason unless amended, except

as provided in section C.5.

Payment Methodology. The Grantee shall be reimbursed for actual, reasonable, and necessary
costs based upon the Grant Budget, not to exceed the Maximum Liability established in section
C.1. Upon progress toward the completion of the Scope, as described in section A of this Grant
Agreement, the Grantee shall submit invoices prior to any reimbursement of allowable costs.

Travel Compensation. Reimbursement to the Grantee for travel, meals, or lodging shall be
subject to amounts and limitations specified in the "State Comprehensive Travel Regulations," as
they are amended from time to time, and shall be contingent upon and limited by the Grant
Budget funding for reimbursement.

Budget Line-items. Expenditures, reimbursements, and payments under this Grant Agreement
shall adhere to the Grant Budget. The Grantee may vary from a Grant Budget line-item amount
by up to NUMBER percent (#%) of the line-item amount, provided that any increase is off-set by
an equal reduction of other line-item amounts such that the net result of variances shall not
increase the total Grant Agreement amount detailed by the Grant Budget. Any increase in the
Grant Budget, grand total amounts shall require an amendment of this Grant Agreement.




C6.

C.7.

C.8.

D.2.

D.3.

1G DATE

Disbursement Reconciliation and Close Out. The Grantee shall submit any final invoice and a
grant disbursement reconciliation report within sixty (60) days of the Grant Agreement end date
and in form and substance acceptable to the Grantor State Agency.

a. If total disbursements by the Grantor State Agency pursuant to this Grant Agreement
exceed the amounts permitted by section C, payment terms and conditions of this Grant
Agreement, the Grantee shall refund the difference to the Grantor State Agency. The
Grantee shall submit the refund with the final grant disbursement reconciliation report.

b. The Grantor State Agency shall not be responsible for the payment of any invoice
submitted after the grant disbursement reconciliation report. The Grantor State Agency
will not deem any Grantee costs submitted for reimbursement after the grant
disbursement reconciliation report to be allowable and reimbursable by the Grantor State
Agency, and such invoices will not be paid.

C. The Grantee must close out its accounting records at the end of the Term in such a way
that reimbursable expenditures and revenue collections are not carried forward.

Indirect Cost. Should the Grantee request reimbursement for indirect cost, the Grantee must
submit to the Grantor State Agency a copy of the indirect cost rate approved by the cognizant
federal agency or the cognizant state agency, as applicable. The Grantee will be reimbursed for
indirect cost in accordance with the approved indirect cost rate and amounts and limitations
specified in the attached Grant Budget. Once the Grantee makes an election and treats a given
cost as direct or indirect, it must apply that treatment consistently and may not change during the
Term. Any changes in the approved indirect cost rate must have prior approval of the cognizant
federal agency or the cognizant state agency, as applicable. If the indirect cost rate is provisional
during the Term, once the rate becomes final, the Grantee agrees to remit any overpayment of
funds to the Grantor State Agency, and subject to the availability of funds the Grantor State
Agency agrees to remit any underpayment to the Grantee.

Cost Allocation. If any part of the costs to be reimbursed under this Grant Agreement are joint
costs involving allocation to more than one program or activity, such costs shall be allocated and
reported in accordance with the provisions of Department of Finance and Administration Policy
Statement 03 or any amendments or revisions made to this policy statement during the Term.

STANDARD TERMS AND CONDITIONS:

Required Approvals. The Grantor State Agency is not bound by this Grant Agreement until it is
signed by the agency head, or his or her designee, of the state agencies that are parties to this
Grant Agreement (depending upon the specifics of this Grant Agreement, these officials may
include, but are not limited to, the Commissioner of Finance and Administration and the
Commissioner of Human Resources).

Modification and Amendment. This Grant Agreement may be modified only by a written
amendment signed by all parties and approved by the officials who approved the original Grant
Agreement and, depending upon the specifics of the Grant Agreement as amended, any
additional officials required by Tennessee laws and regulations (the officials may include, but are
not limited to, the Commissioner of Finance and Administration and the Commissioner of Human

Resources).

Bilateral Termination for Convenience. This Grant Agreement may be terminated by either party
by giving written notice to the other, at least thirty (30) days before t