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Introduction 
This manual is designed to help you better understand the responsibilities and duties that 

come with being a contracted community services provider of the Tennessee Department of 

Mental Health and Substance Abuse Services (TDMHSAS). This information is provided for use 

by all agencies or individuals receiving grant funds (herein referenced as grantee(s)) 

administered by TDMHSAS through a grant contract. We hope that this information provides 

you with guidance and clarity regarding our Department’s expectations surrounding the use of 

grant funds.  

Please note there are also a variety of different resources available to your agency as listed on 

page 41 of this document. However, as always, TDMHSAS staff are available to offer support. 

Please feel free to reach out directly to our Department and discuss any concerns or questions 

you may have related to the subjects discussed herein. If you do not know who to contact 

within the department regarding an issue or do not have the appropriate department staff 

contact information, please reach out to your TDMHSAS Program Manager. 

 

 

 

 

 

 

 

 

 

 



4 

 

Pre-Award Requirements and Process 
 

Notification of Grant Opportunities 

The TDMHSAS frequently announces application opportunities for grant funding. When 

announcements of funding are utilized by TDMHSAS, those funding opportunities can be found 

on our website under Department Funding Opportunities. These announcements of funding 

opportunities may occur throughout the year and may entail the use of both state and federal 

dollars. Additionally, these funding opportunities will be posted on the Department’s website, 

its social media pages, and emailed to potentially interested parties, such as the Statewide 

Planning and Policy Council. Any TDMHSAS Announcement of Funding will include information 

related to the application requirements, selection process, and a draft version of the application 

state grant contract, which must be agreed to if an agency is chosen to contract with the State.  

General Eligibility Requirements: 

Each announcement of funding opportunity will include the eligibility requirements that any 

proposed applicant must satisfy prior to being selected. These eligibility requirements may be 

pre-determined by the federal or state government or the funding mechanism associated with 

the funding opportunity. Additionally, TDMHSAS may determine certain eligibility requirements 

based upon need and desired outcomes sought by the Department. Types of eligibility 

requirements may include, but are not limited to: 

• Licensure by our Department 

• Ability to serve a particular location or TDMHSAS planning region 

• Ability to serve a particular population 

• Non-profit status or 501(c)(3) designation 

• No previous overdue/unresolved monitoring findings from prior grant contracts 

Prior to applying for any funding opportunity, an applicant should ensure they meet the 

eligibility requirements specified in the application. Additionally, if selected for the funding 

opportunity, the selected applicant must ensure that they maintain satisfaction of these 

requirements throughout the duration of their grant contract with TDMHSAS. Failure to do so 

may result in the termination of a grant contract between TDMHSAS and the selected applicant 

https://www.tn.gov/behavioral-health/department-funding-opportunities.html
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and/or the return of any money provided to the selected applicant by TDMHSAS while the 

selected applicant was non-compliant with these eligibility requirements. 

Generally, any application submitted will be reviewed in accordance with the Announcement of 

Funding by State employees and other key stakeholders. Funding opportunities will be awarded 

in accordance with the standards and terms set in the corresponding Announcement of 

Funding. Any selected applicant will receive written notification of their selection by TDMHSAS. 

This written notification is non-binding and remains so until a grant contract is fully executed 

between the State and the selected applicant. Once selected, the grantee and TDMHSAS 

program staff will then work together to determine project details and corresponding program 

budget. However, the State and TDMHSAS will have no obligation for goods or services 

provided by the grantee prior to the grant contract being fully executed (as described on p. 6-7) 

between the State and the grantee and/or prior to the grant contract’s effective date, whichever 

is later. 

Registration Requirements: 

Any grantee chosen to contract with TDMHSAS must satisfy the following registration 

requirements and must provide TDMHSAS supporting documentation, when requested, of the 

following prior to TDMHSAS entering into a grant contract with the grantee. Additionally, these 

requirements must be kept up to date for all grantees contracting with TDMHSAS throughout 
the grant contract period: 

• State Requirements 

1. Be registered with the Tennessee Secretary of State, with a status of “active.” To 
check grantee’s status, please visit: https://tncab.tnsos.gov/business-
entity-search 
To form or register the grantee for the first time, please visit: 
https://tncab.tnsos.gov/portalhttps://tncab.tnsos.gov/portal 

2. If a non-profit agency soliciting contributions directly or indirectly from or within 

Tennessee, be registered and renewed annually with the Tennessee Secretary of 

State, Charitable Contributions Division, unless otherwise exempt from this 

requirement. An agency is exempt if a charitable organization does not intend to 

solicit and does not actually raise or receive gross contributions in excess of fifty 

thousand dollars ($50,000). For more information, please visit: 
https://sos.tn.gov/charitable/charitable-organizations. 

https://tncab.tnsos.gov/business-entity-search
https://tncab.tnsos.gov/business-entity-search
https://tncab.tnsos.gov/portal
https://sos.tn.gov/charitable/charitable-organizations
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3. Be registered with the TN Department of Revenue for Sales/Use Tax or be 

deemed exempt from collecting sales tax on goods or services sold by the 

organization. For the Application for Registration Sales and Use Tax Exempt 
Entities, please visit: https://www.tn.gov/revenue/taxes/sales-and-use-
tax/forms.html.  

4. Be registered and have an active supplier account with the State of Tennessee in 

Edison. For more information about how to register through Edison, please 
visit: 
https://upk.edison.tn.gov/esupplier/Supplier_Registration_Instructions.pdf 

• Federal Requirements 

1. Be registered with the Internal Revenue Service, with an Employee Identification 

Number (EIN). For more information, please visit: 
https://www.irs.gov/businesses/small-businesses-self-employed/apply-for-
an-employer-identification-number-ein-online.  

2. Have or create current SAM.gov account and update this account annually. 
For more information about this free account, please visit: 
https://www.sam.gov/SAM/. SAM.gov will assign the grantee a unique entity 

identifier (UEI). All agencies receiving federal funds are required to have a UEI. 

State of Tennessee Grant Contracts 
 

Grant Contract Execution 

The TDMHSAS, Division of General Counsel, Contract Specialists will send you a copy of your 

grant contract via Adobe Sign prior to the start of the state or federal fiscal year. The email from 

Adobe Sign will contain a link which will allow you to sign the grant contract electronically, and 

after it is completed, it will automatically be sent back to the Department for our signature. 

There is no longer any need to download, sign, and email back the grant contract if you sign via 

Adobe Sign.  

If you need to download your grant contract, you may do so by going to the top right-hand corner 
of the browser, clicking “Options” and then “Download PDF” or “Print for ink signature”. If you 
download and sign by hand, you will need to scan the entire contract and return it to us via email 
at MHSAS.Contracts@tn.gov.    
 

https://www.tn.gov/revenue/taxes/sales-and-use-tax/forms.html
https://www.tn.gov/revenue/taxes/sales-and-use-tax/forms.html
https://upk.edison.tn.gov/esupplier/Supplier_Registration_Instructions.pdf
https://www.irs.gov/businesses/small-businesses-self-employed/apply-for-an-employer-identification-number-ein-online
https://www.irs.gov/businesses/small-businesses-self-employed/apply-for-an-employer-identification-number-ein-online
https://www.sam.gov/SAM/
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The signed grant contract and all other necessary information must be returned by the grantee 

to TDMHSAS within seven (7) business days of receipt. Specifically, the following information 

must be provided and returned, as provided below: 

1. The grant contract hand or electronically signed by the agency’s authorized official1;  

a. A change to the grantee’s contact information requires written notice to the 

Department (Contract section D.8.). 

2. If required, Attachments such as a “Grant Note” or “Restrictive Covenant” must also be 

signed and filed with the appropriate register of deeds office as required on the 

document. Please email any questions pertaining to Grant Contract Attachments to 

MHSAS.Contracts@tn.gov. 

The grant contract is not executed until it is approved by all appropriate state officials in 

accordance with applicable laws and regulations. Most grant contracts executed between 

TDMHSAS and a provider must be approved by the Department of General Services’ Central 

Procurement Office, the Department of Finance and Administration, and the Comptroller of the 

Treasury’s Office prior to execution. These other state agencies generally required that grant 

contracts requiring their approval must be submitted by TDMHSAS thirty (30) days prior to the 

grant contract’s commencement period. TDMHSAS appreciates your cooperation in expediently 

returning the signed grant contract and corresponding attachments to help TDMHSAS comply 

with State timeline requirements.  

A grantee will be notified that the grant contract is executed via email from Adobe Sign or a 

Contract Specialist (through Edison). This email will contain a copy of the executed grant 

contract, and it will be sent to the e-mail address provided in section D.8 of the grant contract. A 

Grantee should not undertake performance under a grant contract until the grantee receives 

notice that the grant contract is executed as stated above and the grant contract period has 

commenced. TDMHSAS is not liable and will not pay for any performance undertaken by a 

 
1 The authorized official is the individual who is authorized to enter into legally binding commitments on behalf of the 
agency. For state and local government agencies, this will be mayors, city managers, county executives/mayors, district 
attorneys, or state commissioners. For non-profit agencies, this will be the agency’s Chief Executive Officer, President, or 
Chairperson of the Board of Directors. A grantee must notify the State whenever there is a change in Authorized Official, 
Project Director, or Financial Director for a project and/or their corresponding contact information pursuant to section D.8 of 
the grant contract. 

mailto:MHSAS.Contracts@tn.gov
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grantee prior to the grant contract execution or prior to the grant contract period 

commencement.  

Please note that the signature of the authorizing grantee official on the grant contract indicates 

that the grantee agrees to comply with all requirements outlined in the grant contract. 

The official copy of the grant contract is retained by TDMHSAS. 
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TDMHSAS sends copy of grant contract to 
Grantee for review and signature via 
Adobe Sign.

Grantee uses Adobe Sign to sign contract or 
emails scan of the entire signed contract and all 
other necessary information to TDMHSAS via 
MHSAS.contracts@tn.gov.

TDMHSAS and appropriate state officials 
receive grant contract materials and 
begin approval process. 

TDMHSAS notifies grantee of contract execution 
via email from Adobe Sign or a Contract 
Specialist (through Edison).

TDMHSAS retains official copy of grant contract.

Within 7 
Business 

Days

Grant contract 
is not executed 

until approved by 
all appropriate 
state officials.

Grant Contract Execution Flowchart 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Grant Contract Overview 

Each grant contract ensures that a grantee and the State comply with both federal and state 

law. Each grant contract is generally broken down into six (6) sections2 (see below) – all of which 

are subject to grantee monitoring. Each section outlines different responsibilities and legal 

requirements that a grantee must satisfy: 

 
2 Some TDMHSAS programs utilize “terms and conditions” in lieu of a grant contract. These “terms and conditions” are binding 
agreements and feature many of the same requirements as a standard grant contract, although the “terms and conditions” 
may otherwise be formatted differently. 
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Section A outlines the “Scope of Service and Deliverables” that the grantee must perform under 

the grant contract. Section A of the grant contract will be specific to the program that the 

grantee is contracted to perform and outlines what TDMHSAS is paying the grantee to do.  

Section B outlines the “Terms of the Grant Contract.” This is the time period that the grant 

contract is in effect, and corresponding considerations. 

Section C outlines “Payment, Terms, and Conditions.” This section specifies financial 

requirements under the grant contract. This section includes terms relating to the grant 

contract’s maximum liability and corresponding program budget, how the grantee should 

submit invoices and what these invoices must contain, and limits on reimbursement. 

Section D provides “Standard Terms and Conditions.” This section provides wide-varying terms 

that protect the State’s interest and ensures that the grantee is complying with state and 

federal law. Additionally, this section includes terms related to grant contract amendment and 

grant contract termination. 

Section E provides “Special Terms and Conditions.” This section provides terms and conditions 

that will vary per grant contract depending upon the program for which the State is contracting. 

Special terms may include terms related to additional subcontracting requirements, suspension 

of payment, and other terms as deemed necessitated under federal or state law. 

Attachments will include budget information such as the grant contract’s line-item budget, 

corresponding budget detail sheet, and/or rate sheet; maps outlining the proposed service 

areas under the grant contract; project narrative summary or project application documents; 

and other documents such as the Grant Note,” and/or “Restrictive Covenant.” 

Prior to signing a grant contract, a grantee should read the entire grant contract, understand all 

of their obligations under the grant contract, and ensure that they can meet such obligations. 

Failure to meet the obligations under the grant contract may result in grant contract 
termination and/or reimbursement to the State for funds disbursed to the grantee. 

Grant Contract Amendments 

Any proposed changes to the grant contract must be submitted in writing to TDMHSAS for 

approval. TDMHSAS will review the proposed changes, determine if they are allowable and/or 
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appropriate, and decide if a grant contract amendment is necessary. If a grant contract 

amendment is necessary, TDMHSAS program staff will initiate the grant contract amendment 

process. The execution of a grant contract amendment is a formal process like the execution of 

the underlying grant contract, and will mirror the procedure outlined under “Grant Contract 

Execution.” Generally, grant contract amendments must be executed at least sixty (60) to 

seventy-five (75) days before a grant contract’s end date. 

A formal grant contract amendment will be required for changes to a grant contract’s scope of 
service, an increase or decrease in the total grant contract maximum liability, changes to any 
contract attachments, change to a grantee’s legal name, as registered under the “Registration 
Requirements” outlined on pages 5 and 6 , or for any other reason as determined by the State.  
A request to change a grantee’s legal name on a grant contract must be submitted in writing to 
the Program Director and Deputy Director of Contracts, along with copies of official 
documentation supporting the legal action including the documentation of the satisfaction of all 
registration requirements listed on pages 5 & 6. All grantees must ensure that their agency 
remains in compliance with the registration requirements outlined on pages 5 & 6 and any 
licensure requirements while transitioning their legal name. The Department will not change the 
Grantee’s name on the Grant Contract until the Grantee’s legal name is updated in Edison. To 
change your entity’s name in Edison, please contact: Supplier.Maintenance@tn.gov or 615-741-
9745. 
 

Key Grant Contract Provisions 

All grant contract provisions are key grant contract provisions. However, the below list 

highlights provisions within a State grant contract that often generate questions from 

monitoring findings of grantees. As stated above, a grantee should read the entire grant 

contract and be familiar with the entirety of the grant contract. Program monitoring will review 

and check for programmatic compliance as detailed in Section A of the Grantee’s grant 

contract.  Fiscal monitoring will review and check for grant contract compliance by a grantee 

and may specifically look to see whether a grantee is following the below provisions or any 

other provisions in the grant contract. 

• Grant Contract Provision C.3. 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 

mailto:Supplier.Maintenance@tn.gov
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of the Scope, as described in Section A of this Grant Contract, the Grantee shall submit 

invoices prior to any reimbursement of allowable costs3. 

o General Explanation. This provision requires that a grantee only seek 

reimbursement from the State for actual, reasonable, and necessary costs. The 

State will not reimburse costs unless it is an expenditure that the grantee 

actually incurred. To this end, the grantee must ensure that they have and can 

provide documentation and proof that a service was provided or a good was 

purchased prior to invoicing the State. Please also see Grant Contract Section 

C.5.b. 

• Grant Contract Provision C.4. 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 said 

reimbursement. 

o General Explanation. This provision requires that the grantee only seek 

reimbursement for travel, meals, or lodging in accordance with the “State 

Comprehensive Travel Regulations.” If a grantee does not follow the “State 

Comprehensive Travel Regulations” when invoicing the State, the State will seek 

reimbursement from the grantee for such payment. Please also see Grant 

Contract Section C.5.a.(11). 

***Click here for the State Comprehensive Travel Regulations. 
 

• Grant Contract Provision C.6. Budget Line-item. Expenditures, reimbursements, and 

payments under this Grant Contract shall adhere to the Grant Budget. The Grantee may 

request revisions of Grant Budget line-items by letter, giving full details supporting such 

request, provided that such revisions do not increase total Grant Budget amount. Grant 

Budget line-item revisions may not be made without prior, written approval of the State 

in which the terms of the approved revisions are explicitly set forth. Any increase in the 

total Grant Budget amount shall require a Grant Contract amendment.  

o General Explanation. Budget line-item revision requests must be made in 

writing. Budget line-item revisions do not require a full grant contract 

 
3 Please note some grant contracts may have a different payment methodology section other than the one 
listed herein. Please review your agency’s grant contract to determine your agency’s specific requirements. 
Example: Crisis Services grant contracts. 

https://www.tn.gov/content/dam/tn/mentalhealth/documents/Policy_8.pdf
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amendment, so long as the maximum amount of the total grant budget does not 

change. 

• Grant Contract Provision C.8. Indirect Cost. Should the Grantee request reimbursement 

for indirect costs, the Grantee must submit to the State 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 costs 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, one the rate becomes final, the Grantee agrees to remit any 

overpayment of funds to the State, and subject to the availability of funds the State 

agrees to remit any underpayment to the Grantee. 

o General Explanation. Grantees should include the same Indirect Cost Rates that 

are currently negotiated and invoiced on current year programs unless directed 

otherwise by TDMHSAS Fiscal Services; if you do not have an existing Cost 

Allocation Plan or a Cost Allocation Plan which accurately reflects your current 

cost structure, please contact TDMHSAS Fiscal Services. 

o If you have a federally approved indirect cost rate or a Federally approved de 

minimis rate, based on 2 CFR, TDMHSAS will honor that rate for all federal 

dollars, including pass-through. 

o If you have an indirect cost rate that may include a fifteen percent (15%) de 

minimis rate that is approved by another state agency that serves as your 

cognizant agency, TDMHSAS will honor that rate. 

o If you do not have a federally approved indirect cost rate and TDMHSAS is your 

cognizant state agency, TDMHSAS may negotiate a new indirect cost rate with 

your or accept your request to use the fifteen percent (15%) de minimis rate 

regardless of whether TDMHSAS previously had a prior indirect cost rate 

agreement with you. 

Note: Indirect costs may not be applied to capital purchases or infrastructure 

costs. 

• Grant Contract Provision C.9. Cost Allocation. If any part of the costs to be reimbursed 

under this Grant Contract are joint costs involving allocation to more than one program 

or activity, such costs shall be allocated and reported in accordance with the provisions 
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of Central Procurement Office Policy 2013-007 or any amendments or revisions made to 

this policy statement during the Term. 

o General Explanation. Provision C.9. requires Line-item funding must comply with 

the Expense Object Line-Item Category Definitions provided by the U.S. OMB’s 

Uniform Administrative Requirements, Cost Principles, and Audit Requirements 

for Federal Awards, Subpart E Cost Principles and CPO Policy 2013-007. 

 https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200 
 https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-

200/subpart-E 
 https://www.tn.gov/generalservices/procurement/central-

procurement-office--cpo-/library-.html 
o For more information on how to complete your Cost Allocation Plan, please 

contact TDMHSAS Fiscal Services 
• Grant Contract Provision C.11. Non-allowable Costs. Any amounts payable to the 

Grantee shall be subject to reduction for amounts included in any invoice or payment 

that are determined by the State, on the basis of audits or monitoring conducted in 

accordance with the terms of this Grant Contract, to constitute non-allowable costs.  

o General Explanation. At any time, if the State discovers through the grantee 

monitoring or otherwise that a grantee has been paid or seeks to be paid by the 

State for non-allowable costs, the State may refuse to pay such Non-allowable 

Costs, and/or may deduct such amounts from future payment, and/or request 

re-payment from the grantee. 

• Grant Contract Provision C.12. State’s Right to Set Off. The State reserves the right to 

deduct from amounts that are or shall become due and payable to the Grantee under 

this Grant Contract or any other contract between the Grantee and the State of 

Tennessee under which the Grantee has a right to receive payment from the State. 

o General Explanation. Please see the Department’s Grants Management webpage 

or the Department of General Services, CPO Policies, Policy 2013-004 Contract 

Management Policy and Procedures at 

https://www.tn.gov/generalservices/procurement/central-procurement-
office--cpo-/library-.html.  

• Grant Contract Provision D.3. Termination for Convenience. The State may terminate 

this Grant Contract without cause for any reason. A termination for convenience shall 

not be a breach of this Grant Contract by the State. The State shall give the Grantee at 

least thirty (30) days written notice before the effective termination date. The Grantee 

shall be entitled to compensation for authorized expenditures and satisfactory services 

completed as of the termination date, but in no event shall the State be liable to the 

https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E
https://www.tn.gov/generalservices/procurement/central-procurement-office--cpo-/library-.html
https://www.tn.gov/generalservices/procurement/central-procurement-office--cpo-/library-.html
https://www.tn.gov/behavioral-health/for-providers/grants-management.html
https://www.tn.gov/generalservices/procurement/central-procurement-office--cpo-/library-.html
https://www.tn.gov/generalservices/procurement/central-procurement-office--cpo-/library-.html
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Grantee for compensation for any service that has not been rendered. The final decision 

as to the amount for which the State is liable shall be determined by the State. The 

Grantee shall not have any right to any actual general, special, incidental, consequential, 

or any other damages whatsoever of any description or amount for the State’s exercise 

of its right to terminate for convenience. 

o General Explanation. These sections provide that the State may terminate a 

grant contract for both convenience or for cause. If the State is seeking to 

terminate a grant contract for convenience, the State shall give the grantee at 

least thirty (30) days’ notice. If the State is seeking to terminate a grant contract 

for cause (whereby the grantee fails to properly perform its obligations under 

the grant contract in a timely or proper manner), then State can immediately 

terminate the grant contract. 

• Grant Contract Provision D.4. Termination for Cause. If the Grantee fails to properly 

perform its obligations under this Grant Contract in a timely or proper manner, or if the 

Grantee violates any terms of this Grant Contract (“Breach Condition”), the State shall 

have the right to immediately terminate the Grant Contract and withhold payments in 

excess of compensation for completed services or provided goods. Notwithstanding the 

above, the Grantee shall not be relieved of liability to the State for damages sustained 

by virtue of any Breach Condition and the State may seek other remedies allowed at law 

or in equity for breach of this Grant Contract. 

• Grant Contract Provision D.5. Subcontracting. The Grantee shall not assign this Grant 

Contract or enter into a subcontract for any of the services performed under this Grant 

Contract without obtaining the prior written approval of the State. If such subcontracts 

are approved by the State, each shall contain, at a minimum, sections of this Grant 

Contract pertaining to “Conflicts of Interest,” “Lobbying,” “Nondiscrimination,” “Public 

Accountability,” “Public Notice,” and “Records” (as identified by the section headings). 

Notwithstanding any use of approved subcontractors, the Grantee shall remain 

responsible for all work performed. 

o General Explanation: These sections provide that if a grantee is subcontracting 

with a third party to provide any of the goods or services that the State has 

contracted with the grantee to perform, the grantee must obtain written approval 

from the State (TDMHSAS program director or manager overseeing the grant) 

prior to entering into such subcontract with the third party. Additionally, the 

subcontract must contain certain provisions found within the grant contract. The 

State must also receive a copy of any subcontract from the grantee for review 

and must approve any subcontract entered into by the grantee. 
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o To this end, TDMHSAS provides a Word template document which contains the 

required subcontracting sections which grantees may utilize to copy and paste 

into any of their subcontract documents. Please reach out to your Program 

Director if your agency needs a copy of this document. 

• Grant Contract Provision E.#. Additional Subcontracting Requirements. If subcontracts 

are approved by the State, they shall contain, in addition to those sections identified in 

D.5., sections on “Licensure,” “Environmental Tobacco Smoke,” “Confidentiality of 

Records,” “HIPAA Compliance,” and “Part 2 Compliance” (as identified by the section 

headings). Notwithstanding any use of approved subcontractors, the Grantee shall be 

the prime contractor and shall be responsible for all work performed. 

• Grant Contract Provision D.6. Conflicts of Interest. The Grantee warrants that no part of 

the total Grant Contract Amount shall be paid directly or indirectly to an employee or 

official of the State of Tennessee as wages, compensation, or gifts in exchange for acting 

as an officer, agent, employee, subcontractor, or consultant to the Grantee in 

connection with any work contemplated or performed relative to this Grant Contract. 

 

The Grantee acknowledges, understands, and agrees that this Grant Contract shall be 

null and void if the Grantee is, or within the past six months has been, an employee of 

the State of Tennessee or if the Grantee is an entity in which a controlling interest is 

held by an individual who is, or within the past six months has been, an employee of the 

State of Tennessee. 

o General Explanation. A grantee should ensure that any employee, position, or 

subcontractor that is paid in any amount through a grant contract is not also an 

employee or official of the State of Tennessee. Additionally, a grantee cannot be 

an individual who is or within the past six (6) months has been an employee of 

the State of Tennessee. A grantee cannot be an entity in which a controlling 

interest is held by an individual who is, or within the past six (6) months has 

been, an employee of the State of Tennessee. 

• Grant Contract Provision D.7. Lobbying. The Grantee certifies, to the best of its 

knowledge and belief, that: 

o No federally appropriated funds have been paid or will be paid, by or on behalf 

of the undersigned, to any person for influencing or attempting to influence an 

officer or employee of an agency, a Member of Congress, an officer or employee 

of Congress, or an employee of a Member of Congress in connection with the 

awarding of any Federal contract, the making of any Federal grant, the making of 

any federal loan, the entering into of any cooperative agreement, and the 
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extension, continuation, renewal, amendment, or modification of any federal 

contract, grant, loan, or cooperative agreement. 

o If any funds other than federally appropriated funds have been paid or will be 

paid to any person for influencing or attempting to influence an officer or 

employee of any agency, a Member of Congress, an officer or employee of 

Congress, or an employee of a Member of Congress in connection with this 

contract, grant, loan, or cooperative agreement, the Grantee shall complete and 

submit Standard Form-LLL, “Disclosure of Lobbying Activities,” in accordance 

with its instructions. 

o The Grantee shall require that the language of this certification be included in 

the award documents for all sub-awards at all tiers (including subcontracts, sub-

grants, and contracts under grants, loans, and cooperative agreements) and that 

all subrecipients shall certify and disclose accordingly. 

o This certification is a material representation of fact upon which reliance was 

placed when this transaction was made or entered into and is a prerequisite for 

making or entering into this transaction imposed by 31 U.S.C. § 1352. 

o General Explanation. This provision ensures that the State and any subrecipient 

of state dollars complies with 2 C.F.R. § 200.450 which prohibits federal funds 

from being used by any subrecipient at any tier, either directly or indirectly, to 

support or oppose the enactment, repeal, modification, or adoption of any law, 

regulation, or policy at any level of government. 

• Grant Contract Provision D.8. Communications and Contacts. All instructions, notices, 

consents, demands, or other communications required or contemplated by this Grant 

Contract shall be in writing and shall be made by certified, first class mail, return receipt 

requested and postage prepaid, by overnight courier service with an asset tracking 

system, or by email or facsimile transmission with recipient confirmation. All 

communications, regardless of method of transmission, shall be addressed to the 

respective party as set out below: 

The State: 

State Contact Name & Title 

Office Name (if applicable) 

Division Name 

Department of Mental Health and Substance Abuse Services 

Andrew Jackson Building 

500 Deaderick Street 

Nashville, TN 37243 
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Email: Address 

Telephone: Number 

FAX: Number 

 

The Grantee: 

Grantee Contact Name & Title 

Grantee Name 

Address 

Email: Address 

Telephone: Number 

FAX: Number 

A change to the above contact information requires written notice to the person 

designated by the other party to receive notice. 

All instructions, notices, consents, demands, or other communications shall be 

considered effectively given upon receipt or recipient confirmation as may be required. 

o General Explanation. The grantee is required to immediately contact the 

programmatic point of contact if there are any changes in grantee leadership 

impacting the grant program(s). 

• Grant Contract Provision D.10. Nondiscrimination. The Grantee agrees that no person 

shall be excluded from participation in, be denied benefits of, or be otherwise subject to 

discrimination in the performance of this Grant Contract or in the employment practices 

of the Grantee on the grounds of handicap or disability, age, race, color, religion, sex, 

national origin, or any other classification protected by Federal Tennessee State 

constitutional, or statutory law. The Grantee shall, upon request, show proof of such 

nondiscrimination and shall post in conspicuous places, available to all employees and 

applicants, notices of nondiscrimination. 

o General Explanation: A grantee must abide by both state and federal 

nondiscrimination laws in the performance of the grant contract. 

• OR if grantee is a religious organization: Grant Contract Provision D.10. 
Nondiscrimination. The Grantee agrees, warrants, and assures that no person shall be 

excluded from participation in, be denied benefits of, or be otherwise subjected to 

discrimination in the performance of the Grant Contract or in the employee practices of 

the Grantee on the basis of any classification protected by Federal, Tennessee State 

constitutional, or statutory law. The Grantee shall, upon request, show proof of such 

nondiscrimination and shall post in conspicuous places, available to all employees and 

applicants, notices of nondiscrimination. 
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• Grant Contract Provision D.11. HIPAA Compliance. The State and the Grantee shall 

comply with obligations under the Health Insurance Portability and Accountability Act of 

1996 (“HIPAA”), Health Information Technology for Economic and Clinical Health 

(“HITECH”) Act and any other relevant laws and regulations regarding privacy 

(collectively the “Privacy Rules”). The obligations set forth in this Section shall survive the 

termination of this Grant Contract. 

o The Grantee warrants to the State that it is familiar with the requirements of the 

Privacy Rules, and will comply with all applicable requirements in the course of 

this Grant Contract. 

o The Grantee warrants that it will cooperate with the State, including cooperation 

and coordination with State privacy officials and other compliance officers 

required by the Privacy Rules, in the course of performance of this Grant 

Contract so that both parties will be in compliance with the Privacy Rules. 

o The State and the Grantee will sign documents, including but not limited to 

business associate agreements, as required by the Privacy Rules and that are 

reasonably necessary to keep the State and the Grantee in compliance with the 

Privacy Rules. This provision shall not apply if information received or delivered 

by the parties under this Grant Contract is NOT “protected health information” as 

defined by the Privacy Rules, or if the Privacy Rules permit the parties to receive 

or deliver the information without entering into a business associate agreement 

or signing another document. 

o The Grantee will indemnify the State and hold it harmless for any violation by the 

Grantee or its subcontractors of the Privacy Rules. This includes the costs of 

responding to a breach of protected health information, the costs of responding 

to a government enforcement action related to the breach, and any fines, 

penalties, or damages paid by the State because of the violation. 

o General Explanation. This provision requires that any grantee that is considered 

a covered entity or business associate as defined in 45 CFR §160.103 and is 

subject to the federal regulations found in 45 CFR Part 160 through Part 164 

comply with the administrative, security and privacy requirements contained 

therein. If the grantee is a business associate,   this provision requires the 

grantee to enter into a separate business associate agreement (BAA) as 

determined by the State as necessary under HIPAA. If required, the BAA will be a 

separate agreement that is made an attachment to the grant contract. 

• Grant Contract Section D.12. Public Accountability. If the Grantee is subject to Tenn. 

Code Ann. § 8-4-401 et seq., or if this Grant Contract involves the provision of services to 
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citizens by the Grantee on behalf of the State, the Grantee agrees to establish a system 

through which recipients of services may present grievances about the operation of the 

service program. The Grantee shall also display in a prominent place, located near the 

passageway through which the public enters in order to receive Grant supported 

services, a sign at least eleven inches (11”) in height and seventeen inches (17”) in width 

stating: 

NOTICE: THIS AGENCY IS A RECIPIENT OF TAXPAYER FUNDING. IF YOU OBSERVE AN 

AGENCY DIRECTOR OR EMPLOYEE ENGAGING IN ANY ACTIVITY WHICH YOU CONSIDER 

TO BE ILLEGAL, IMPROPER, OR WASTEFUL, PLEASE CALL THE STATE COMPTROLLER’S 

TOLL-FREE HOTLINE: 1-800-232-5454 

The sign shall be on the form prescribed by the Comptroller of the Treasury. The 

Grantor State Agency shall obtain copies of the sign from the Comptroller of the 

Treasury, and upon request from the Grantee, provide Grantee with any necessary 

signs. 

o General Explanation: This provision requires that the grantee establish a 

grievance procedure through which service recipients may present their 

concerns. Additionally, this provision requires that a grantee post a sign 

regarding the Comptroller of the Treasury’s fraud, waste, and abuse hotline. The 

text and size of the Comptroller of the Treasury’s sign described in D.12. are 

statutorily required. Please do not deviate from these requirements. TDMHSAS 

can provide copies of this sign for your agency’s use upon request. Please email: 

CI_MH_Gen_Servs_Requests@tn.gov.  

• Grant Contract Provision D.13. Public Notice. All notices, informational pamphlets, press 

releases, research reports, signs, and similar public notices prepared and released by 

the Grantee in relation to this Grant Contract shall include the statement, “This project is 

funded under a Grant Contract with the State of Tennessee, Department of Mental 

Health and Substance Abuse Services.” All notices by the Grantee in relation to this 

Grant Contract shall be approved by the State. 

o General Explanation. This provision requires that all public notices and other 

informational pamphlets prepared and released by the grantee in relation to 

their grant contract with TDMHSAS include the statement that “This project is 

funded under a Grant Contract with the State of Tennessee, Department of 

Mental Health and Substance Abuse Services.” Please also note that some 

federal discretionary grant awards may also have additional language which is 

required for any public notices prepared in relation to the grant contract. 

mailto:CI_MH_Gen_Servs_Requests@tn.gov
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• Grant Contract Provision D.14. Licensure. The Grantee and its employes and all sub-

grantees shall be licensed pursuant to all applicable federal, state, and local laws, 

ordinances, rules, and regulations and shall upon request provide proof of all licenses. 

o General Explanation. This provision ensures that a grantee is complying with 

state and federal law by satisfying any licensure requirements including both 

facility licensure requirements and professional licensure requirements. Please 

see the Departments licensure website for the rules associated with facilities 

licensed by the Department. Please see the Department of Health’s Website 

for any requirements associated with professions licensed by the Department of 

Health. Please see the Tennessee Health Facilities Commission Department 
Page for any requirements associated with facilities licensed by the Tennessee 

Healthcare Facilities Commission. 

• Grant Contract Provision D.15. Records. The Grantee and any approved subcontractor 

shall maintain documentation for all charges under this Grant Contract. The books, 

records, and documents of the Grantee and any approved subcontractor, insofar as 

they relate to work performed or money received under this Grant Contract, shall be 

maintained for a period of five (5) full years from the date of the final payment and shall 

be subject to audit at any reasonable time and upon reasonable notice by the Grantor 

State Agency, the Comptroller of the Treasury, or their duly appointed representatives. 

• The records shall be maintained in accordance with Financial Accounting Standards 

Codification, Public Company Accounting Oversight Board (PCAOB) Accounting 

Standards Codification, or Governmental Accounting Standards Board (GASB) 

Accounting Standards Codification, as applicable, and any related AICPA Industry Audit 

and Accounting guides. 

• In addition, documentation of grant applications, budgets, reports, awards, and 

expenditures will be maintained in accordance with the U.S. Office of Management and 

Budget’s Uniform Administrative Requirements, Audit Requirements, and Cost Principles for 

Federal Awards. 

• The Grantee shall also comply with any recordkeeping and reporting requirements 

prescribed by the Tennessee Comptroller of the Treasury. 

• The Grantee shall establish a system of internal controls that utilize the COSO Internal 

Control – Integrated Framework model as the basic foundation for the internal control 

system. The Grantee shall incorporate any additional Comptroller of the Treasury 

directives into its internal control system. 

• Any other required records or reports which are not contemplated in the above 

standards shall follow the format designated by the head of the Grantor State Agency, 

https://www.tn.gov/behavioral-health/substance-abuse-services/treatment---recovery/treatment---recovery/licensure-rules.html
https://www.tn.gov/health.html
https://www.tn.gov/hfc.html.html
https://www.tn.gov/hfc.html.html
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the Central Procurement Office, or the Commissioner of Finance and Administration of 

the State of Tennessee. 

o General Explanation. Grantees must keep all books, records, and documents 

(including banking records, bills, invoices, subcontracts, employee records) that 

relate to services rendered or goods provided under a grant contract for a 

minimum of five (5) years from the date of the final payment under the grant 

contract. Grantees must ensure that records are maintained in accordance with 

the provisions outlined in Section D.15. Failure to maintain proper records and 

documentation according to Section D.15. may result in any costs associated 

with such records being disallowed. 

• Grant Contract Provision D.16. Monitoring. The Grantee’s activities conducted and 

records maintained pursuant to this Grant Contract shall be subject to monitoring and 

evaluation by the State, the Comptroller of the Treasury, or their duly appointed 

representatives. 

o General Explanation. All grantees are subject to grantee monitoring. Please see 

section on “Grantee Monitoring” for more information. 

• Grant Contract Provision D.17. Progress Reports. The Grantee shall submit brief, 

periodic, progress reports to the State as requested. 

o General Explanation. These provisions outline general reporting requirements 

for the grantee. Such requirements include the filing of progress reports, the 

filing of annual and final reports, and the filing of an annual audit report if 

required. Please see pages 25-26 for more information. 

• Grant Contract Provision D.18. Annual and Final Reports. The Grantee shall submit, 

within three (3)  months of the conclusion of each year of the Term, an annual report. 

For grant contracts with a term of less than one (1) year, the Grantee shall submit a final 

report within three (3) months of the conclusion of the Term. For grant contracts with 

multiyear terms, the final report will take the place of the annual report for the final year 

of the Term. The Grantee shall submit annual and final reports to the Grantor State 

Agency. At minimum, annual and final reports shall include: (a) the Grantee’s name; (b) 

the Grant Contract’s Edison identification number, Term, and total amount; (c) a 

narrative section that describes the program’s goals, outcomes, successes and setbacks, 

whether the Grantee used benchmarks or indicators to determine progress, and 

whether any proposed activities were not completed; and (d) other relevant details 

requested by the Grantor State Agency. Annual and final report documents to be 

completed by the Grantee shall appear on the Grantor State Agency’s website or as an 

attachment to the Grant Contract. 
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• Grant Contract Provision D.19. Audit Report. For purposes of this Section, pass-through 

entity means a non-federal entity that provides a subaward to a subrecipient to carry 

out part of a federal program.  

The Grantee shall provide audited financial statements to the Tennessee Comptroller of 

the Treasury (“Comptroller”) if during the Grantee’s fiscal year, the Grantee: (1) expends 

seven hundred fifty thousand dollars ($750,000) or more in direct and indirect federal 

financial assistance and the State is a pass-through entity; (2) expends seven hundred 

fifty thousand dollars ($750,000) or more in state funds from the State; or (3) expends 

seven hundred fifty thousand dollars ($750,000) or more in federal financial assistance 

and state funds from the State, and the State is a pass-through entity. For Grantee fiscal 

years beginning on or after October 1, 2024, an audit threshold of one million dollars 

($1,000,000) shall apply. 

At least ninety (90) days before the end of its fiscal year, the Grantee shall complete the 

Information for Audit Purpose (“IAP”) for online (accessible through the Edison Supplier 

Portal) to notify the State whether or not Grantee is subject to an audit. The Grantee 

should submit only one, completed form online during the Grantee’s fiscal year. 

Immediately after the fiscal year has ended, the Grantee shall fill out the End of Fiscal 

Year (“EOFY”) form (accessible through the Edison Supplier portal). If the Grantee is 

subject to an audit, Grantee shall obtain the Comptroller’s approval before engaging a 

licensed, independent public accountant to perform the audit. The Grantee may contact 

the Comptroller for assistance identifying auditors.  

The audit contract between the Grantee and the Auditor shall be on a contract form 

prescribed by the Comptroller. The Grantee shall be responsible for payment of fees for 

an audit prepared by a licensed, independent public accountant. Payment of the audit 

feed by the Grantee shall be subject to the provision relating to such fees contained 

within this Grant Contract. The Grantee shall be responsible for reimbursing the 

Comptroller for any costs of an audit prepared by the Comptroller.  

All audits shall be performed in accordance with the Comptroller’s requirements, as 

posted on its website. When a federal single audit is required, the audit shall be 

performed in accordance with U.S. Office of Management and Budget’s Uniform 

Administrative Requirements, Cost Principles, and Audit Requirements for Federal 

Awards. 

A copy of the audit report shall be provided to the Comptroller by the licensed, 

independent public accountant. Audit reports shall be made available to the public. The 

Grantee shall also submit a copy of the audit report to the State at 

Monitoring.TDMHSAS@tn.gov.  

mailto:Monitoring.TDMHSAS@tn.gov
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o General Explanation. Audit reporting requirements are primarily regulated by 

the Office of the Tennessee Comptroller of the Treasury; this office can provide 

you with clear guidance regarding what is required for your agency. Please refer 

to the Contract and Reporting System (CARS) located on the Tennessee 

Comptroller of the Treasury’s website (Welcome to the TN CARS system) and 

contact the Local Government Audit office via phone at 615-401-7841 or via 

email at lga.web@cot.tn.gov for direct assistance on this matter. Please make 

special note of the requirements regarding Information for Audit Purposes (IAP) 

and End of Fiscal Year (EOFY) forms in D.19. 

• Grant Contract Provision D.20. Procurement. If other terms of this Grant Contract allow 

reimbursement for the cost of goods, materials, supplies, equipment, or contracted 

services, such procurement shall be made on a competitive basis, including the use of 

competitive bidding procedures, where practical. The Grantee shall maintain 

documentation for the basis of each procurement for which reimbursement is paid 

pursuant to this Grant Contract. In each instance where it is determined that use of a 

competitive procurement method is not practical, supporting documentation shall 

include a written justification for the decision and for use of a non-competitive 

procurement. If the Grantee is a subrecipient, the Grantee shall comply with 2 C.F.R. §§ 

200.317—200.327 when procuring property and services under a federal award. 

The Grantee shall obtain prior approval from the State before purchasing any 

equipment under this Grant Contract.  

For purposes of this Grant Contract, the term “equipment” shall include any article of 

nonexpendable, tangible, personal property having a useful life of more than one year 

and an acquisition cost which equals or exceeds ten thousand dollars ($10,000.00).  

• Grant Contract Provision D.22. Independent Contractor. The parties shall not act as 

employees, partners, joint ventures, or associates of one another in the performance of 

this Grant Contract. The parties acknowledge that they are independent contracting 

entities and that nothing in this Grant Contract shall be construed to create a 

principal/agent relationship or to allow either to exercise control or direction over the 

manner or method by which the other transacts its business affairs or provides its usual 

services. The employees or agents of one party shall not be deemed or construed to be 

the employees or agents of the other party for any purpose whatsoever. 

The Grantee, being an independent contractor and not an employee of the State, agrees 

to carry adequate public liability and other appropriate forms of insurance, including 

adequate public liability and other appropriate forms of insurance on the Grantee’s 

employees, and to pay all applicable taxes incident to this Grant Contract. 

https://apps.cot.tn.gov/CARS/
mailto:lga.web@cot.tn.gov
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o General Explanation. This provision requires that a grantee carry adequate 

public liability insurance and other appropriate forms of insurance, and to pay all 

applicable taxes incident to the grant contract.  

• Grant Contract Provision D.36. State Sponsored Insurance Plan Enrollment. The Grantee 

warrants that it will not enroll or permit its employees, officials, or employees of 

contractors to enroll or participate in a state sponsored health insurance plan through 

their employment, official, or contractual relationship with Grantee unless Grantee first 

demonstrates to the satisfaction of the Department of Finance and Administration that 

it and any contact entity satisfies the definition of a governmental or quasigovernmental 

entity as defined by federal law applicable to ERISA.  

• Grant Contract Provision E.#. Suspension of Payment. The State may suspend payment 

under this Grant Contract on the following grounds: 

o Grantee’s failure to comply with the terms of Section A of this Grant Contract. 

o More than one instance, after written notice, of Grantee’s failure to address 

reportable findings in a Monitoring Report issued by the State. 

o Grantee’s failure to comply with any terms of this Grant Contract, which the State 

determines is detrimental to the welfare or best interest of Grantee’s service 

recipients.  

The State will provide written notice to Grantee for the suspension of payments under 

this Grant Contract. The State may suspend payment pending resolution of an 

investigation or until Grantee corrects a finding of non-compliance with the terms of this 

Grant Contract. Suspension of payments shall not exceed two hundred and forty (240) 

days. Failure to comply with the terms of this Grant Contract or correct the State’s 

finding of non-compliance within two hundred and forty (240) days entitles the State to 

exercise any right at law or in equity, including without limitation, termination of this 

Grant Contract. 

o General Explanation. This provision provides that the State may suspend 

payment to a grantee if the grantee fails to meet the requirements of the scope 

of services, fails to address reportable findings in a Monitoring Report issued by 

the State, or otherwise fails to comply with terms of the grant contract in a 

manner that is detrimental to the welfare or best interests of the grantee’s 

subrecipients.  

• Grant Contract Provision E.#. Title VI Compliance. Grantee shall comply with 

requirements of Title VI of the Civil Rights Act of 1964, 42 U.S.C. 2000d-1,...  by 

completing all of the following items: 

o Provide name and contact information of Grantee’s Title VI Coordinator to State. 
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o Ensure Policies and Procedures Manual contains a Title VI section with 

information on: (a) Filing a complaint; (b) Investigations; (c) Report of findings; (d) 

Hearings and appeals; (e) Description of Title VI Training Program; (f) Limited 

English Proficiency (LEP) procedure; and (g) Retaliation. 

o Train all staff (regular, contract, volunteer) on Title VI upon employment and 

annually thereafter. Training documentation shall be made available upon 

request of State, and include: 1) dates and duration of each training; and 2) list of 

staff completing training on each date. 

o Annually complete and submit a Title VI self-survey as supplied by State. 

o Implement a process and provide documentation to ensure service recipients 

are informed of Title VI and how to file a discrimination complaint.  

Additional Title VI resources may be found at: https://www.tn.gov/behavioral-
health/for-providers/additional-resources/title-vi.html  

o General Explanation: This provision requires that a grantee comply with Title VI 

by having a Title VI coordinator, ensuring any policy and procedure manual has a 

Title VI section that contains specific information, provide staff training on Title VI 

upon employment and annual thereafter, file annual Title VI self-surveys, and 

inform service recipients of Title VI and document such in the service recipient’s 

file.  

Title VI training, forms, posters, brochures, and other information. may be found 

at: https://www.tn.gov/behavioral-health/for-providers/additional-
resources/title-vi.html.  

Post-Award Requirements 
 

General Operational Considerations 

The expectation for accepting an award from TDMHSAS is that the grantee will have in place a 

system that is adequate for carrying out the administrative, financial, and programmatic 

aspects of the grant contract. The list below outlines some of the general responsibilities that a 

grantee must understand and agree to: 

• Fiscal Responsibilities: 

o The grantee must establish and maintain fiscal controls and procedures that 

ensure that funds available under the program are only utilized to support the 

program in accordance with the program’s activities discussed in the grant 

https://www.tn.gov/behavioral-health/for-providers/additional-resources/title-vi.html
https://www.tn.gov/behavioral-health/for-providers/additional-resources/title-vi.html
https://www.tn.gov/behavioral-health/for-providers/additional-resources/title-vi.html
https://www.tn.gov/behavioral-health/for-providers/additional-resources/title-vi.html
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contract’s scope of service, any corresponding project narrative, and the 

program budget attached to the grant contract. This includes utilizing proper 

internal controls to ensure the integrity of financial information and prevent 

fraud. 

o The grantee must utilize an accounting or financial management system that: 

 Maintains an adequate system of accounting and internal controls.  

 Classifies a received receipt by the source of funding (including program 

name and grant contract number) to which the cost will be charged. 

 Classifies expenditures by corresponding budget categories as listed in 

the budget attached to the grant contract.  

 Ensures that each program funded by the State is accounted for 

separately and no single expenditure is billed to two (2) separate 

programs, or that funds specifically budgeted and/or received for one (1) 

project may not be used to support another. 

 Provides adequate information as necessary for the prompt and proper 

submission by the grantee to the State of required financial reports. 

Please see Section “Reporting Requirements” below for more 

information. 

o The grantee must ensure that any expenditure invoiced to the State represents 

real and actual costs incurred by the grantee, unless otherwise established in the 

grant contract. Percentage and estimates utilized for initial budgeting purposes 

are not an acceptable basis for invoicing, unless the grantee actually incurred the 

expense invoiced by the State. 

o The grantee must establish, document, and maintain programmatic and fiscal 

records for a time period of at least five (5) years from the date of final payment. 

This is the minimum time-period allowed, as the grantee may be required to 

keep such documents longer pursuant to state and federal law or as otherwise 

notified. These records should demonstrate and document all activities 

completed by the grantee that are related to the grant contract and must show 

that all costs invoiced to the State were real and actual. Such documentation 

may include client files, employee time-sheets, and any other supporting 

documentation as necessary. 

 

• Program Responsibilities: 

o Grantees are responsible for adhering to the grant contract’s scope of services 

for the programs which they are funded. The program goals, service recipients, 
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structure, process, capacity and effectiveness measures are detailed in the scope 

of services. 

o Grantees are responsible for appropriately staffing the program to provide 

services and deliverables as outlined in the scope of services. Programs may 

require staff have specific qualifications, educational requirements and/or 

professional credentials/licenses. Programs are also likely to have specific 

ongoing continuing education, training, and supervision requirements for staff 

and volunteers working to support the program goals. Documentation of 

personnel records are to be kept up to date and ready for review as needed for 

monitoring grant contract compliance with services and activities delivery. 

Changes in staffing should be communicated with the TDMHSAS staff providing 

oversight for the program within two (2) weeks of the change. 

o A program may require specific Policies and Procedures be developed to outline 

and ensure quality of services delivery. Additionally, many TDMHSAS programs 

have manuals, policy and procedures, minimum standards of care, minimum 

program requirements (licensure), evidence-based practices, fidelity models, 

guidelines, best practices, etc. that govern the work performed by the grantee 

for the program. These types of documents are referenced within the scope of 

services. It is the responsibility of the grantee to adhere to any such document(s) 

that help govern the services and deliverables of a program. If a program is 

licensed by TDMHSAS, the grantee is responsible for complying with all licensure 

requirements that may apply to the facility, program operation, and personnel.  

o Grantees are responsible for submitting data to TDMHSAS regarding the 

program. The frequency and type of data to be submitted is unique to each 

program and detailed in the scope of services. Documentation of services is 

required to be maintained by the grantee and should be reported timely at the 

intervals referenced in the scope of services. 

 

• Reporting Requirements: 

o Line-Item Budget Grant Contract Invoicing: The grantee must regularly 

invoice the State at least quarterly, but no more than monthly (unless otherwise 

instructed), in accordance with the grant contract. All invoices may be submitted 

electronically to MHSAS.Fiscal.Invoices@tn.gov and must utilize the 

appropriate state fiscal year or federal fiscal year template provided on the 

Department’s Grant Management Webpage. All submitted invoices should be 

mailto:MHSAS.Fiscal.Invoices@tn.gov
https://www.tn.gov/behavioral-health/for-providers/grants-management.html
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signed, and corresponding email should provide invoice date, program code, 

program name, and dollar amount for each invoice submitted.  

 Please note the State has certain procedures to close out the State’s fiscal 

year ending on June 30th of each year. Prior to this date, a grantee will 

receive a letter from the Department’s Commissioner outlining when 

grantees must submit all invoices for cost-reimbursement to the State in 

order to receive payment. If a grantee does not timely submit invoices by 

this deadline, the Department assumes that the grantee does not have 

any additional expenses to claim against the closing fiscal year’s grant 

contract.  

 Any funds not obligated by a grantee by the end of the budget period 

revert back to the State. This includes any funds provided to a grantee via a 

single-year grant contract, or multi-year grant contract which extends 

though multiple fiscal years. Although a grant contract may be for 

multiple fiscal years, the corresponding budget will be determined on an 

annual basis and divided by fiscal year. All funds must be utilized during 

the corresponding budget period/fiscal year, or such funds will otherwise 

revert back to the State. A grantee may not “carry-forward” any budgeted 

funds across fiscal years. 

o Unit-Rate Budget Grant Contract Reimbursement: Unit-rate programs that 

utilize TN-WITS, the Behavioral Health Safety Net, and Forensic Services 

programs must submit claims in electronic format on a monthly basis as 

required by the Program Director. Unit-rate programs will reimburse grantees 

up to the amount of the annual contract maximum liability for all eligible unit-

rate services provided, as delineated in the grant contract scope and grant 

contract’s unit-rate service attachment sheet. 

o Quarterly Disbursement Reports: The grantee must submit the following 

reports: Program Expense Report (Schedule A), the Program Revenue Report 

(Schedule B), and the Final Program Expense Summary Page (Schedule C). 

Schedule A is used for submitted detailed and total expense budgets and for 

detailed and total expense reports. Schedule B is used for submitted revenue 

budgets and for revenue reports by source with reconciliation between total 

expense and reimbursable expenses. Schedule C is intended to recap all direct 

expenses in one (1) column, as well as determine a grant total of all expenses. 

Quarterly Expense and Revenue Reports are due no later than thirty (30) 

calendar days following the end of the quarter for which the report is completed. 
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Quarterly Disbursement Reports should be submitted to 

TDMHSAS.Disbursements@tn.gov.  

o Audit and Other Report Requirements: 
 Audit Requirement (see contract Section D.19): Pursuant to Tenn. Code 

Ann. § 4-3-304(8) all persons, corporations, or other nongovernmental4 

entities receiving grants from or through the State shall cause a timely 

audit to be performed in accordance with the auditing standards 

prescribed by the Comptroller of the Treasury. According to the 

Tennessee Comptroller of the Treasury, any nongovernmental entity that 

expends one million ($1,000,000) or more under a state grant contract 

regardless of whether federal or state funds are involved, during that 

entity’s fiscal year, is required to have an audit conducted in accordance 

with Government Auditing Standards (Yellow Book). 

The completed audit and reporting is due to the Tennessee Comptroller 

of the Treasury within thirty (30) calendar days after the entity’s receipt of 

the auditor’s report or six (6) months after the end of the audit period, 

whichever is sooner. Grantees submitting to the Comptroller of the 

Treasury must comply with and submit to 

https://apps.cot.tn.gov/CARS/. Grantees that are also required to 

submit an auditor’s report to the federal government must do so utilizing 

the Federal Audit Clearinghouse. 

 Any programmatic reporting as required by Section A of the grant 

contract Scope of Services and Deliverables. 

Considerations for Line-Item Budget Grant Contracts 
 
Line-Item Budget 

Line-items in a budget should reflect the activities discussed in Section A of the grant contract. 

Each line-item in a budget is for a particular cost and appropriate costs should be deducted 

only from the corresponding line-item. Each budget line-item has particular guidelines 

associated within that line-item and grantees and Program Directors must budget and invoice 

 
4 An audit is required to be conducted and due no later than 6 months after the close of each fiscal year for state government 
and local governments (counties, judicial districts, cities, towns, and quasi-governments) regardless of whether the federal or 
state funds are involved or the dollar amount expended. 

mailto:TDMHSAS.Disbursements@tn.gov
https://apps.cot.tn.gov/CARS/
https://www.fac.gov/
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costs according to these guidelines, as specified below. Please note that the line number listed 

here does not refer to the actual, exact line on the current state budget template, but instead 

refers to the lines utilized in the prior state budget template. Additionally, on the current state 

budget template, certain lines are now collapsed and no longer visible, but these line numbers 

have been listed below as expanded for clarity. Finally, in the current state budget template, 

certain lines are combined into one (1) line. Lines that are combined in the state budget 

template ae included together below. Please note that the information provided below is also 

included in the current, state budget template. 

o Line 1, Salaries and Line 2, Benefits 

o Lines 1, 2 detail should include a summary of individual positions that will 

support program activities directly charged to the program as per the completed 

“Salaries” tab of this budget workbook. 

o Benefits must be calculated at the same or lesser percentage as the salary 

percentage of time devoted to the program for each position. Enter the 

combined benefits percentage that may include (a) the organization’s 

contributions to pension plans and to employee benefit programs such as 

health, life, and disability insurance; and (b) the organization’s portion of payroll 

taxes such as social security and Medicare taxes and unemployment and 

workers' compensation insurance. 

o Personnel listed in this budget line are considered direct service staff for the 

contracted program. Please note that for any personnel listed in this budget line, 

agencies should be documenting the portion of time such personnel spends on 

the contracted program.  

o If an employee is being allocated to multiple programs, they shall be allocated 

based on time records. Since TDMHSAS follows SAMHSA requirements for 

grants, agencies must keep a record of time sheets. 

o Workforce incentives such as bonuses would be included in this section. 

Bonuses to employees are allowable if they are included in the Policies and 

Procedures of the grantee and are reasonable for the services rendered and 

conforms to the established written policy of the non-Federal entity consistently 

applied to both Federal and non-Federal activities, is determined to be 

reasonable and such costs are paid or accrued pursuant to an agreement 

entered into in good faith between the non-Federal entity and the employees 

before the services were rendered, or pursuant to an established plan followed 
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by the non-Federal entity so consistently as to imply, in effect, an agreement to 

make such payment. 

o Line 3 Collapsed 

o Line 4, Professional Fee, Line 15, Grant & Award 

o Lines 4, 15 should include Specific, Descriptive, Detail for any outside 

professionals, consultants, subcontractors, or subcontracting agencies including 

but not limited to: pro-rated costs of background checks for staff and volunteers, 

independent fiscal and audit fees, interpretation and translation services, 

subcontract staff (i.e. therapist), if applicable. 

o If a portion of the contract’s scope of services or a portion of the grantee’s 

deliverables will be performed by an entity not a party to the contract, then a 

subcontract is needed. If a subcontractor is being utilized to provided (sp?) 

services as outlined in the Scope of the Grant Contract there should be a 

TDMHSAS approved subcontract in place. This subcontract must contain sections 

from the Grant Contract as listed in the Sections identified as “Subcontracting” 

and “Additional Subcontracting Requirements”. 

o TDMHSAS program staff must give written pre-approval to provider before 

beginning any subcontract work. The provider is responsible for maintaining 

documentation of this prior approval and certain clauses must be contained in 

the subcontract between the provider and the third-party. 

o Fiduciaries are a Professional Fee, not an Indirect Cost, and would be included in 

Line 4, 15. 

o Speaker fees for Conferences MUST be entered under Line Item 11, 12; Travel, 

Conferences & Meetings 

o Unit rates are not interchangeable with Budget Line Item contracts. For example, 

you cannot use Unit Rates for Drug Tests in a cost-reimbursement grant. The 

actual cost of supplies or outside service fees, if budgeted can be used. Grants 

having split budgets, unit rate and line item cannot interchange rates either.  

o Line 5, Supplies, Line 6, Telephone, Line 7, Postage and Shipping, Line 8, Occupancy, Line 

9, Equipment Rental & Maintenance, Line 10, Printing & Publication 

o Lines 5, 6, 7, 8, 9, 10 should include a summary of the total individual line items 

to be expended or consumed during the course of this program period. The total 

amount for supplies, telephone, postage & shipping, occupancy, equipment 

rental & maintenance, printing & publications should be reflected here. 

Examples of items to include: 
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 Supplies – office supplies or miscellaneous supplies, furniture, and any 

sensitive minor equipment including moveable, high-risk, sensitive 

property items purchased with an individual per item cost under ten 

thousand dollars ($10,000.00); examples: computers, laptops, tablets, 

TVs, cameras 

 Telephone – expenses for telephone, cellular phones, beepers, telegram, 

FAX, E-mail, telephone equipment maintenance, and other related 

expenses. Additional info on mobile phones: Cell Phone Stipends are not 

allowable. If an employee is using their cell phone for agency business, 

only the business-related calls/text can be billed to the grant contract. 

Agency owned cell phones can be billed in total. 

 Postage & Shipping – expenses for postage, messenger services, 

overnight delivery, outside mailing service fees, freight and trucking, and 

maintenance of delivery and shipping vehicles. Include vehicle insurance 

here or on line 14. 

 Occupancy – expenses for use of office space and other facilities (rent), 

heat, light, power, other utilities, outside janitorial services, mortgage 

interest, real estate taxes, and similar expenses. Include property 

insurance here or on line 14. Common areas of the office such as 

hallways, bathrooms, closets, break rooms, lobbies cannot be directly 

allocated and should be in the administration cost pool are part of the 

indirect cost. If the Agency is charging occupancy cost to the grant 

contract and has multiple programs utilizing the space, there are a few 

ways to calculate how to get to the allocation amount. Option 1, Square 

Footage – if there are offices for certain programs that only that 

percentage of the square footage can be charged to that program. 

Option 2, Salary Allocation – if an office is utilized by more than one (1) 

program and the employee utilizing that office has their time allocated as 

well that salary allocation can be used for occupancy. 

 Equipment Rental & Maintenance – expenses for renting and maintaining 

computers, copiers, postage meters, other office equipment, and other 

equipment except for telephone, truck, and automobile expenses. 

 Printing & Publications – expenses for producing printed materials, 

purchasing books and publications, and buying subscriptions to 

publications. Any brochure, pamphlet, websites, press releases, etc. 

about the grant-funded program should contain the language, “The 



34 

project is funded under a Grant Contract with the State of Tennessee 

Department of Mental Health and Substance Abuse Services.” 

 Please note that federal funds are not to be used to support costs of 

promotional items and memorabilia (including models, gifts, and 

souvenirs) and the costs of advertising and public relations designed 

solely to promote the non-Federal entity. Note that federal funds may not 

be used to pay for promotional items including, but not limited to, 

clothing and commemorative items such as pens, mugs/cups, 

folders/folios, lanyards, and conference bags, sporting events, 

entertainment or recreational activities. 

 Unallowable costs: Sales Tax; Interest on Credit Card Accounts; Late Fees; 

ATM Fees. 

o Line 11, Travel, Line 12, Conferences & Meetings 

 Lines 11, 12 should include a summary of travel, conferences and 

meetings to be expended during the course of this program period.  

 Examples of items to include: 

• Local travel should include the implementing agency’s expenses 

such as mileage reimbursement for regular business of a staff 

person or persons as part of this grant. An agency can pay their 

employees more than the State Mileage rate, but only the State 

Mileage rate per mile can be charged to the grant contract. 

Automobile and/or Travel stipends are unallowable. 

• In-State travel must follow the State Travel Regulations they can 

be found at https://www.tn.gov/behavioral-health/for-
providers/grants-management.html. Local travel may also 

include gas and oil, repairs, licenses and permits, and leasing 

costs for company vehicles. Include vehicle insurance here or on 

line 14. 

• Out of State travel must be reasonable with regard to the purpose 

and directly related to program activities and follow the GSA rate 

for the area traveled to this can be found at 

https://www.gsa.gov/travel/plan-book/per-diem-rates. An 

overnight stay is required to claim per diem. It should also be 

noted that on the first and last day of travel only seventy-five 

percent (75%) of the per diem rate can be claimed.  

https://www.tn.gov/behavioral-health/for-providers/grants-management.html
https://www.tn.gov/behavioral-health/for-providers/grants-management.html
https://www.gsa.gov/travel/plan-book/per-diem-rates
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• All reimbursement amounts are subject to the amounts and 

limitations specified in the State’s Comprehensive Travel 

Regulations https://www.tn.gov/behavioral-health/for-
providers/grants-management.html. The State’s 

Comprehensive Travel Regulations are amended from time to 

time, and reimbursement will be based upon the rate in effect at 

the time the travel occurs. For more information about travel 

regulation and travel FAQs, visit the TDMHSAS Grants 

Management website at https://www.tn.gov/behavioral-
health/for-providers/grants-management.html.  

• Training and Conferences attended by provider staff should 

describe costs to the approximate number of trainings to be 

attended, the approximate number of total attendees incurring 

expenses, and provide lump sum estimates of attendees 

expenses for transportation, meals and lodging and per diem 

payments…  

Conferences and training put on by the provider should be 

detailed here by entering the items to be paid such as speakers 

fees and travel, meeting room rental, AV and total cost, food for 

meetings. 

o Line 13, Interest 

 Line 13 should include a summary of the organization’s interest expense 

for loans and capital leases on equipment, trucks and automobiles, and 

other notes and loans. Do not include mortgage interest reportable on 

line 8. 

o Line 14, Insurance 

 Line 14 should include a summary of insurance costs to be expended 

during the course of this program period. Insurance costs may include 

the implementing agency’s expenses for liability insurance, property 

insurance, fidelity bonds, and other insurance. Do not include employee-

related insurance reportable on line 2. Do not include property and 

vehicle insurance if reported on lines 5-10, or 11, 12. 

• Public Liability Insurance is required for all grant contracts, 

TDMHSAS does not require a specific amount. 

• Liability insurance is Administrative Cost unless it is directly 

related to the grant. 

https://www.tn.gov/behavioral-health/for-providers/grants-management.html
https://www.tn.gov/behavioral-health/for-providers/grants-management.html
https://www.tn.gov/behavioral-health/for-providers/grants-management.html
https://www.tn.gov/behavioral-health/for-providers/grants-management.html
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• Insurance that cannot be directly related to a grant is an 

Administrative Cost. 

• Property Insurance that is directly related to the grant may go in 

Insurance. 

• Property Insurance not directly related to a grant may be in 

Occupancy or Administrative Cost. 

• Vehicle Insurance is associated with a vehicle and billed in Travel.  

• All personnel insurance for employees allocated to a specific grant 

are in Salaries, otherwise it is an Administrative Cost. 

o Line 16, Specific Assistance to Individuals 

 Line 16 should include the organization’s direct payment of expenses of 

clients, patients, and individual beneficiaries. Include such expenses as 

medicines, medical and dental fees, children’s board, food and 

homemaker services, clothing, transportation, insurance coverage, and 

wage supplements. Note: No direct monetary funds may be given to the 

client as a result of this funding. 

 Gift cards are not the best use of grant funds. If they are utilized the 

grantee must provide a list of clients the cards are issued to, date issued, 

dollar amount, what retail card, and an itemized list of items purchased 

from the retailer. The list must equal the dollar value of the card. If the 

grantee uses gift cards it is advisable to open an account at the retailer 

and have them bill the grantee for the items purchased. The agency 

should have the client present a letter from the agency indicating the 

allowable items and/or dollar amount. 

o Line 17, Depreciation 

 Line 17 should include the expenses the organization records for 

depreciation of equipment, buildings, leasehold improvements, and 

other depreciable fixed assets. A separate support schedule must be 

submitted for depreciation to be considered. The schedule must include 

the following: description of asset, acquisition cost, source of funds used 

to purchase asset, estimated useful life, salvage or residual value, 

method of depreciation (not accelerated), and computation of 

depreciation charges.  

 Note: Charges for depreciation are not allowable on items purchased and 

paid for with grant funds. For items not originally purchased with grant 
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funds, if you wish to budget depreciation, please unhide the Depreciation 

tab for each program and complete. 

o Line 18, Other Nonpersonnel  

 Line 18 should include the organization’s allowable expenses for 

advertising, charges in professional journals, rearrangement and 

alteration, recruiting, and taxes. Include the organization’s and 

employees’ membership dues in associations and professional societies. 

Include other fees for the organization’s licenses, permits, registrations, 

etc.  

o Line 19, Collapsed 

o Line 20, Capital Purchase 

 Line 20 should list non-expendable items to be purchased. Non-

expendable equipment is tangible property having a useful life of more 

than one year and a cost of more than ten thousand dollars ($10,000) for 

a single item. Applicants should analyze the cost benefits of purchasing 

versus leasing equipment, especially high cost items and those subject to 

rapid technical advances. 

 List each capital purchase item individually in the Detail section of the 

budget. If purchasing a vehicle, please see section D.27 of the grant 

contract which specifies additional steps which must be taken to secure 

the State’s interest in the motor vehicle. 

 In some situations, a vehicle lease may be considered a capital purchase. 

For example, if an item will equal lease payments over the five thousand 

dollars ($5,000) threshold and have a payoff of less than the market 

value, then it is a capital purchase not a lease.  

 Note: Capital Purchases, including purchase of vehicles, must be pre-

approved by TDMHSAS staff. 

 Grantees should submit back-up documentation for all capital expenses 

listed on an invoice with the invoice for reimbursement. 

o Line 21 Collapsed 

o Line 22, Indirect Cost 

 Line 22 for existing programs should include the same Indirect Cost Rates 

that are currently negotiated and invoiced on current year programs 

unless directed otherwise by TDMHSAS Fiscal Services; if you do not have 

an existing Cost Allocation Plan, please contact TDMHSAS Fiscal Services. 
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• If you have a federally approved indirect cost rate or a federally  

approved de minimis rate, TDMHSAS will honor that rate. 

• If you have an indirect cost rate that may include a de minimis 

rate that is approved by another state agency that serves as your 

cognizant agency, TDMHSAS will honor that rate. 

• If you do not have a federally approved indirect cost rate and 

TDMHSAS is your cognizant state agency, TDMHSAS may 

negotiate a new indirect cost rate with you or accept your request 

to use the de minimis rate regardless of whether TDMHSAS has 

previously had a prior negotiated indirect cost rate agreement 

with you. Note: Indirect costs may not be applied to capital 

purchases or infrastructure costs.  

o Line 23 Collapsed 

o Line 24, In-Kind Expenses 

 Line 24 is for reporting the value of contributed resources applied to the 

program. 

Allowable vs. Non-allowable Costs 

Allowable costs are those costs that are allowed under the grant contract, state, and/or federal 

law. Non-allowable costs are those costs that are not allowable under the grant contract, state, 

and/or federal law. 

The State has adopted the cost principles identified in the Office of Management and Budget’s 

Federal Uniform Administrative, Requirements, Cost Principles, and Audit Requirements for 

Federal Awards at 2 C.F.R. §200 through 500 (previously OMB Circular A-87 for State and Local 

Government, OMB Circular A-122 for Non-Profits, OMB Circular A-110 for Institutions of Higher 

Education, Hospitals, and Other Non-Profit Organizations) so regardless of a grant contract’s 

funding source, a grantee must abide by these requirements to determine whether a cost is 

allowable or not. Please see the Department’s Grants Management Webpage under 

“allowable vs. unallowable costs” for more specific information. Additionally, please note that 

the grant contract may include sections that speak to allowable and unallowable costs under 

the program based upon the program’s funding source. 

Questioned Costs 

Questioned cost has the meaning given in paragraphs (1) through (3). 

https://www.tn.gov/behavioral-health/for-providers/grants-management.html
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(1) Questioned cost means an amount, expended or received from a Federal award, that in the 
auditor's judgment: 
(i) Is noncompliant or suspected noncompliant with Federal statutes, regulations, or the terms and 
conditions of the Federal award; 
(ii) At the time of the audit, lacked adequate documentation to support compliance; or 
(iii) Appeared unreasonable and did not reflect the actions a prudent person would take in the 
circumstances. 
(2) The questioned cost amount under (1)(ii) is calculated as if the portion of a transaction that lacked 
adequate documentation were confirmed noncompliant. 
(3) There is no questioned cost solely because of: 
(i) Deficiencies in internal control; or 
(ii) Noncompliance with the reporting type of compliance requirement (described in the compliance 
supplement) if this noncompliance does not affect the amount expended or received from the 
Federal award. 
(4) Known questioned cost means a questioned cost specifically identified by the auditor. Known 
questioned costs are a subset of likely questioned costs. 
(5) Likely questioned cost means the auditor's best estimate of total questioned costs, not just the 
known questioned costs. Likely questioned costs are developed by extrapolating from audit evidence 
obtained, for example, by projecting known questioned costs identified in an audit sample to the 
entire population from which the sample was drawn. In evaluating the effect of questioned costs on 
the opinion on compliance, the auditor considers the likely questioned costs, not just the known 
questioned costs. 
(6) Questioned costs are not improper payments until reviewed and confirmed to be improper 
payments as defined in OMB Circular A-123 Appendix C. 
ion of Questioned Cost from 2 CFR 200. 
 
Promotional Items & Memorabilia 
Under 2 CFR §200.421(e)(3), costs of promotional items and memorabilia—including models, gifts, 
and souvenirs—are unallowable for federal grant reimbursement. These costs are generally 
disallowed because they are considered marketing rather than necessary expenses for achieving 
program objectives, unless specifically allowed under the award.  
Unallowable Promotional Items Examples: 
Commemorative items: Souvenirs, figurines, and medals. 
Branded items: Mugs, bags, t-shirts, caps, and pens featuring logos. 
Displays/Exhibits: Costs for setting up and displaying promotional materials. 
Souvenirs: Lapel pins, notebooks, and keychains. 
Printed Materials: Posters, flyers, and magnets intended solely for branding.  
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Key Considerations: 
Allowed Promotional Activities: Costs are allowed if they are necessary for project outreach, 
recruiting personnel, or the disposal of surplus materials. 
Intent Matters: Items purchased to advertise for a specific grant purpose, rather than to promote 
the entity itself, may be allowable. 
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E/subject-group-
ECFRed1f39f9b3d4e72/section-200.421 
 
 

Cost Allocation 

Costs pursuant to a grant contract may be considered direct, indirect (i.e., administrative), or 

allocable. Direct costs are those costs which can be identified to benefit a specific program only, 

such as the salary of a person who works only on/for/in one program, or supplies which are 

utilized for one program. Indirect costs or administrative costs are costs that benefit the 

operations of an entire grantee but cannot be identified to a specific program, such as an 

executive director’s salary, or supplies used by administrative employees. Allocable direct costs 

are costs which benefit more than one program but do not fall under the criteria of 

administrative costs, such as the occupancy cost of a program, or supplies utilized by more 

than one program. Please see Department of General Services’ Central Procurement Office 
Policy 2013-007 for more information. 

Department of General Services’ Central Procurement Office Policy 2013-007 requires that 

a grantee receiving money from the State under different contracts, different programs, or 

different grant sources must file a Cost Allocation Plan with their grantee’s Cognizant State 

Agency for approval. The Cognizant State Agency is the State agency whose funds comprise the 

greatest percentage of State grant funds received by the grantee, as determined by the 

Department of General Services’ Central Procurement Office. The Department of Mental Health 

and Substance Abuse Services will either be the Cognizant State Agency for a grantee and must 

approve of the grantee’s Cost Allocation Plan or will otherwise request a copy of a grantee’s 

Cost Allocation Plan that has been approved by another state department or the federal 

government. 

A Cost Allocation Plan must comply with the applicable financial standards for a grantee, either 

Financial Accounting Standards Board (“FASB”) or Governmental Accounting Standards Board 

(“GASB”). In sum, a Cost Allocation Plan is simply a means of distributing to various programs 

https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E/subject-group-ECFRed1f39f9b3d4e72/section-200.421
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E/subject-group-ECFRed1f39f9b3d4e72/section-200.421
https://www.tn.gov/generalservices/procurement/central-procurement-office--cpo-/library-.html
https://www.tn.gov/generalservices/procurement/central-procurement-office--cpo-/library-.html
https://www.tn.gov/generalservices/procurement/central-procurement-office--cpo-/library-.html
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the costs which benefit more than one program and are not directly assigned to a specific 

program. A Cost Allocation Plan should include allocation of allocable direct costs as well as 

indirect costs. A Cost Allocation Plan must include a narrative describing in detail the methods 

used to allocate costs to the various programs in their Cost Allocation Plan. The plan should 

include an organizational chart and documents and schedules to support the allocation 

methods.  

An allocation method is the method a grantee utilizes to allocate costs per program or per 

grant which are not directly assignable to that program or grant. Any allocation method utilized 

should allocate to a program or grant its fair share of any indirect cost. Requirements for 

developing and submitting indirect cost rate proposals and Cost Allocation Plans are contained 

in Appendices III-VII of the Uniform Administrative Requirements, Cost Principles, and Audit 

Requirements for Federal Awards. 

If the grantee does not have a current Cost Allocation Plan which accurately reflects the 
grantee’s current cost structure, please reach out to the Department’s Division of Fiscal 
Services for assistance.  

Considerations for Unit-Rate Budget Grant Contracts 
 

Unit-Rate grant contracts are grant contracts in which the Department agrees to pay a specific 

rate amount for each service unit provided, as outlined in the grant contract and corresponding 

attachments. Under a unit-rate grant contract, the grantee may bill the Department for 

providing a certain number of services during a particular time period. Each grantee should be 

certain to bill the Department for the appropriate unit of service that was provided. Section A of 

these grant contracts provides a definition for each unit-rate. A grantee should only bill a unit of 

service under the appropriate service provided, and each grantee should ensure the service 

that they provide is matching the definition as specified by TDMHSAS. Additionally, each 

grantee should only bill the Department for actual services provided and should ensure that 

the grantee maintains the appropriate documentation to support their billing including 

documenting start and end times of services provided, the number of participants if applicable, 

and other information corresponding to a service unit’s definition. 

If a grantee has both line-item grant contracts and unit rate grant contracts, the grantee must 

ensure they are complying with the special consideration under each type of these contracts. 
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Grantee Monitoring 
 

All grantees, regardless of whether you receive federal or state dollars, are subject to TDMHSAS 

monitoring. 

Grantee monitoring and auditing are different processes. Monitoring ensures a grantee’s 

compliance with the terms of the grant contract while an audit evaluates the general fiscal and 

operational health of an agency and is usually performed by a certified public accountant. 

Pursuant to both state and federal guidelines, TDMHSAS has determined that each grantee 

must be monitored at least once every four (4) years, and monitored more frequently if the 

grantee is determined to be “high-risk,” per Department of General Services’ Central 
Procurement Office Policy 2013-007. A grantee may be determined to be “high-risk” based 

upon a variety of factors including: the grantee’s risk of noncompliance with federal statutes, 

regulations, and an award’s terms; the level of programmatic or financial risk to the State; 

whether the grantee has been monitored in the past four (4) years; and whether the grantee 

has had prior findings indicating serious deficiencies.  

The grantee monitoring process involves a review of both fiscal and programmatic components 

and is designed to determine a grantee’s compliance with requirements of state and/or federal 

programs, applicable laws and regulations, and stated results and outcomes, as well as a review 

of a grantee’s financial management and accounting system to determine if such management 

and system is adequate to account for program funds in accordance with state and/or federal 

requirements. The grantee monitoring process also allows for the Department to provide 

guidance, education, and technical assistance to grantees who demonstrate a need for such 

guidance throughout the monitoring process.  

The Process 

1. At least once every four (4) years, a grantee will receive notice from TDMHSAS to 

schedule fiscal and programmatic monitoring visits. Monitoring visits will include visits 

from fiscal monitors and program monitors.  

2. Monitors will communicate in advance the expectations and required documents 

necessary for review. Monitors will provide a list of documents needed from the grantee 

both prior to the site visit and during the site visit. If a grantee is unsure what the 

https://www.tn.gov/generalservices/procurement/central-procurement-office--cpo-/library-.html
https://www.tn.gov/generalservices/procurement/central-procurement-office--cpo-/library-.html
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monitor means when requesting particular documents, the grantee should reach out to 

the monitor to ask for more information.  

3. During a monitoring visit, fiscal and program monitors will review a physical location, 

program records, and individual service recipient files to determine compliance, as well 

as ensure that other requirements of the grant contract are being adhered to. Please 

note, reviews may be conducted on-site or conducted as a desk review at TDMHSAS 

discretion. 

4. Each monitoring visit will begin with an entrance conference and end with an exit 

conference.  

5. After both fiscal and program monitoring is complete, the Department will send one (1), 

final monitoring report outlining any findings of non-compliance by the grantee. This 

report will be issued to grantee, TDMHSAS management, and the Comptroller of the 

Treasury, Division of Audit. The monitoring report will also provide information about 

how a grantee can correct any findings of non-compliance.  

6. If the final monitoring report contains findings, the grantee must file a Corrective Action 

Plan with the Department addressing the findings documented in the Department’s final 

monitoring report. All Corrective Action Plans shall describe the corrective action being 

implemented by the grantee to correct each finding and prevent similar findings from 

occurring in the future, including the individual responsible for implementing any 

corrective actions. The Corrective Action Plan shall be signed by the grantee’s President, 

Executive Director, or CEO.  

7. The Department will either approve, disapprove, or request additional information 

and/or revisions to the Corrective Action Plan. 

8. Once a Corrective Action Plan is approved, a grantee must ensure compliance with the 

approved Corrective Action Plan. Depending on the types of findings identified in the 

grantee’s final monitoring report (program and/or fiscal), the appropriate monitoring 

follow-up (program and/or fiscal) will be scheduled (including a site review if necessary) 

to determine compliance.  

9. The Department may provide technical assistance, as needed or requested, to help a 

grantee correct any findings. 

Expectations 

1. The Department expects that all grantees scheduled for a monitoring visit will be 

prepared and have the necessary information and documentation available for review. 
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2. The Department expects that all grantees will work with fiscal and program monitoring 

in scheduling a monitoring visit at the requested time. 

3. The Department expects that all grantees scheduled for a monitoring visit will have the 

appropriate people present for the monitoring visit to be conducted. 

4. The Department expects that all grantees will timely implement any measures outlined 

in a Corrective Action Plan. 
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Grantee Monitoring Process Flowchart 
 

 

 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

At least once every four years, Grantee 
receives notice from TDMHSAS to 
schedule fiscal and programmatic 
monitoring visits.

Monitors communicate expectations and 
documents required for review.

Monitoring is conducted including entrance 
conference and exit conference.

Department issues final monitoring report 
outlining any findings of non-compliance.

If the report contains findings, the grantee must 
file a Corrective Action Plan.

Department reviews Corrective Action Plan and 
approves, disapproves, or requests additional 
information and/or revisions.

Department may provide technical assistance 
as needed or requested to help grantee 
correct findings.

Grantee must ensure compliance with approved 
Corrective Action Plan.  TDMHSAS will determine 
compliance via monitoring follow-up(s).
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Sanctions and Termination of Funding 
 

If at any time, either during a grant contract or after the expiration of a grant contract, the 

Department determines that a grantee has failed to comply with the terms and conditions of 

the grant contract or fails to comply with the monitoring process and expectations (including 

providing documentation of corrective actions), the Department may take one or more of the 

following actions: 

1. Temporarily withhold cash payments pending correction of the deficiency by the 

grantee; 

2. Disallow all of part of the cost of the activity for non-compliance; 

3. Wholly or partially suspend or terminate the grant contract; and/or  

4. Withhold further grant contracts for the project or program. 

Other Available Resources 
 

If you have questions or concerns about any of the items listed within this manual, please feel 

free to contact our Department directly. Please also be aware of the following available 

resources: 

• Department of General Services’ Central Procurement Office Policy 2013-007 
• Department of Finance and Administration Policy 08 Comprehensive Travel 

Regulations  
• Department of Mental Health and Substance Abuse Services Grants Management 

Webpage 
• Department of Mental Health and Substance Abuse Services For Providers Webpage 
• Use of Statewide Contracts. Under TCA § 33-2-1001, any corporation that is exempted 

from taxation under 26 U.S.C. § 501(c)(3), and that contracts with the department to provide 

services or supports to the public shall be authorized to purchase or contract to purchase 

goods or services at the same terms and conditions as that contracted for by the state under 

state purchasing contracts. Purchases by and for the corporation shall not be required to be 

made through the purchasing division of the department of general services. For additional 

info, please contact CPO.SWC@tn.gov. 

https://www.tn.gov/generalservices/procurement/central-procurement-office--cpo-/library-.html
https://www.tn.gov/content/dam/tn/mentalhealth/documents/Policy_8.pdf
https://www.tn.gov/content/dam/tn/mentalhealth/documents/Policy_8.pdf
https://www.tn.gov/behavioral-health/for-providers/grants-management.html
https://www.tn.gov/behavioral-health/for-providers/grants-management.html
https://www.tn.gov/behavioral-health/for-providers.html
https://www.tn.gov/generalservices/procurement/central-procurement-office--cpo-/local-units-of-governments-.html
https://tennessee-my.sharepoint.com/personal/ci01498_tn_gov/Documents/Subrecipient%20Monitoring/Grantee%20Manual/FY2027/Accessbility%20Version/CPO.SWC@tn.gov
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