PAYMENT BOND TEMPLATE
This template prescribes the format and content for a payment bond. Under Tenn. Code Ann. § 12-4-201, a payment bond is required for all public works projects with a contract price exceeding one hundred thousand dollars ($ 100,000). The bond amount in paragraph two below shall be twenty-five percent (25%) of the contract price, as established by Tenn. Code Ann. § 12-4-201(a)(1).
Procurement professionals shall adhere to this template and follow, replace, or otherwise address red instructional text. Changes to this document other than those identified in the instructions require a Rule Exception as set forth in Tenn. Comp. R. & Regs. 0690-03-01-.17 and the Procurement Procedures Manual of the Central Procurement Office. 
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PAYMENT BOND FOR LABOR AND MATERIALS
This bond (the “Bond”) made date, by contractor name (“Principal”), a corporation organized under the laws of name of state, having its principal office at contractor’s address, as principal, and surety name (“Surety”), a corporation organized under the laws of name of state, and licensed to transact a surety business in the State of Tennessee, having its principal office at surety’s address, as surety.
OBLIGATION
WHEREAS, the parties are obligated to the State of Tennessee Department of General Services Central Procurement Office (“State”), whose principal address is 312 Rosa L. Parks Avenue, 3rd Floor, Nashville, TN 37243, as obligee, for the benefit of Claimants as defined below, in the amount of written amount ($ number), for the payment of which Principal and Surety bind themselves, their heirs, representatives, successors and assigns, jointly and severally, firmly by this Bond.
 
WHEREAS, Principal has by written agreement, dated date of agreement, entered into a contract with State for description of work in accordance with the drawings and specifications prepared by name of architect or engineer, which contract is made a part of this Bond by this reference, and is referred to as the “Contract.”
CONDITION
The condition of this obligation is such that if the Principal shall promptly make payment to all Claimants as defined in SECTION ONE of this Bond for all labor and materials used or reasonably required for use in the performance of the Contract, then this obligation shall be void; otherwise it shall remain in full force and effect.
AGREEMENT
For the reasons recited above, and in consideration of the parties’ mutual covenants, the parties agree as follows:
SECTION ONE. CLAIMANT DEFINED
“Claimant” is defined as one having a direct contract with Principal or with a subcontractor of Principal for labor, materials, or both, used or reasonably required for use in the performance of the Contract, “labor and material” including that part of water, gas, power, light, heat, oil, gasoline, telephone service or rental of equipment directly applicable to the Contract.
SECTION TWO. ACTION ON SUMS DUE CLAIMANT
Principal and Surety jointly and severally agree with State that every Claimant who has not been paid in full before the expiration of a period of ninety (90) days after the date on which the last of such Claimant’s work or labor was done or performed, or on which the last of such materials were furnished by Claimant, may sue on this Bond for the use of Claimant in the name of State, prosecute the suit to final judgment for such amount as may be justly due Claimant, and have execution, provided, however, that State shall not be liable for the payment of any costs or expenses of any such suit.
 
SECTION THREE. LIMITATIONS ON SUIT BY CLAIMANT
Any suit or action commenced under this Bond shall comply with Tenn. Code Ann. § 12-4-205. Claimant shall give written notice to any two of the following: Principal, State, or Surety, above named, within ninety (90) days after completion of the public work. The claim shall state with substantial accuracy the amount claimed and the name of the party to whom materials were furnished, or for whom the work or labor was done or performed. Such notice shall be personally served or sent by certified mail, return receipt requested, in an envelope addressed to Principal, State, or Surety, at any place where an office is regularly maintained for the transaction of business.
 
 
SECTION FOUR. PAYMENTS MADE

The amount of this Bond shall be reduced by and to the extent of any payment or payments made in good faith under this Bond, inclusive of the payment by Surety of mechanics’ liens which may be filed of record against the improvement, whether or not claim for the amount of such lien be presented under and against this Bond.
 
The parties have executed this Bond at place of execution the day and year first above written.
 
PRINCIPAL:

Contractor name
		
By:_____________________________________
	Contractor’s authorized signatory


_____________________________________
	Printed name and title					
						



SURETY:

Surety Name

By: ______________________________________
	Surety’s authorized signatory


___________________________________
	Printed name and title 
