84(R) Senate Bill 20
TAC 212 discussion and Use Cases for DIR Cooperative Contracts

As per Texas Administrative Code Chapter 212, DIR defines a contract as a binding agreement. A purchase order is considered a binding agreement.   The binding agreement determines the value of the contract.  
A purchase order (PO) is an individual purchase.  A purchase order change notice (POCN) adds to the value of an original purchase order and is cumulative (i.e., adds to the value of the original), so a $1,000,000 PO with a $500,000 POCN now is a $1,500,000 cumulative value.  
Agency practice may be to enter into a new purchase order each fiscal year for products or services.  There is no specific prohibition of this in SB20, and the agency should follow its business practice. 
If an agency uses purchase orders to encumber funds, these encumbrances are in addition to -- and do not count against -- the dollar value of the contract. In other words, they are not double counted. 
[bookmark: _GoBack]If an agency has contract for four years valued at a total of $1 million and sets up POs each year to encumber funds, the binding agreement of $1,000,000 is below the threshold and does not have to be bid out. 
Each purchase order must follow the threshold requirements in SB 20:
	
Dollar Thresholds
	SB 20 requirements

	$50,000 OR Less
	May directly award contract to DIR Cooperative Contracts vendor(s) or reseller(s).

No additional request for pricing is required.

	$50,000 to $150,000
	Must submit request for pricing to at least three (3) vendors or resellers included on the list in the category to which the contract relates.


	$150,000 to $1 Million
	Must submit request for pricing to at least six (6) vendors or resellers included on the list in the category to which the contract relates or all vendors on the list if the category has fewer than six vendors. 

	Exceed $ Million
	May not enter into a contract through the DIR cooperative contracts program to purchase a commodity item.

DIR has posted a blanket exemption on our website for purchases greater than $1 million.



Use Cases
[bookmark: item1][bookmark: item2]1. A state agency needs to hire an IT Staffing Augmentation Contract (ITSAC) Vendor for a service valued at $45,000 after September 1, 2015. 
· For the best value process, an agency must perform the following: 
Although the dollar amount is below the $50,000 threshold amount, a state agency customer is required to solicit a response from the TIBH ITSAC contract (DIR-SDD-2316) for the selected labor category along with any other vendor in that category.  If a TIBH candidate resume is received, the agency must review the TIBH response and determine whether to select the candidate or not. 
· NOTE: If the TIBH candidate is not selected, the agency must report this decision on the agency’s State Use Report as per HRC 122.
· For the competitive solicitation process, an agency will contact DIR and submit an IT Staffing Services Request Form to DIR for competitive opportunities. DIR generates an IT Staffing Services Solicitation and sends this out to the ITSAC contractors.  
For additional guidance on the best value and competitive solicitation processes, please refer to the steps outlined on the DIR website at: IT Staffing Process.

2. An agency entered into a Statement of Work prior to September 1, 2015 and it is valued at $2,000,000.  Now the agency needs to amend this SOW for an additional $1,000,000.  What steps should the agency take and is DIR’s signature required on the SOW amendment?
As per SB 20, for a contract entered into prior to September 1, 2015, that contract is governed by the laws in effect at that time. Therefore, an agency can execute an amendment or purchase order change notice (depending upon agency practice) for $1,000,000 and it does not require DIR’s signature. The agency would utilize its normal amendment process in effect at the time the contract was entered into. 

[bookmark: item3][bookmark: item8][bookmark: item11][bookmark: item12]3. If an agency issues a contract for $2 million and then needs to add $40,000, is that acceptable and within the threshold requirements for SB 20?
If the original contract/purchase order was issued prior to September 1, 2015, then issuing a purchase order change notice or amendment for $40,000 is allowed.  SB 20 governs contracts issued or entered on or after September 1, 2015.
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4. On September 1, 2015, a state agency issues a PO using a DIR Cooperative Contract.  The PO is valued at $970,000.  After September 1, 2015, a POCN for $1 million is needed. Is that allowable?
No, that is not allowable.  A $970,000 PO plus a $1,000,000 POCN has a cumulative value of $1,970,000, which exceeds the $1 million threshold.  As per SB 20, a state agency may not enter into a contract/PO if the value using a DIR Cooperative Contract exceeds $1 million.
5. A state agency enters into a four year lease valued at $1,000,000 per year. Can that agency issue a purchase order of $1,000,000 using the DIR Cooperative contract, or does the agency need to advertise this as a solicitation?  
SB 20 states that if a contract value exceeds $1,000,000, the agency may not enter into a contract through the DIR Cooperative Contracts program to purchase a commodity item.  Since this binding contract is for $4,000,000, it cannot be procured through the DIR Cooperative Contracts program. 
6. If an agency has a contract valued at $300,000 and is now issuing an amendment for an additional $300,000, do the threshold requirements need to be met again? 
In keeping with DIR’s Texas Administrative Code 212 (DIR’s administrative rules), DIR sees data related to POs and POCNs that are reported by the vendor.  If an agency has met the threshold requirements for a purchase of $300,000 and is now issuing a POCN for an additional $300,000, since the threshold requirements have already been met, for the cumulative total of $600,000, they do have to be met again.
7. If an agency has a PO valued at $45,000 and is now issuing a POCN for an additional $250,000, do the threshold requirements need to be met again? 
Yes.  The agency has not met the threshold requirements for the $150,000 to $1 million requirement and should submit a pricing request to six vendors or all vendors on the list if the category has fewer than six vendors on the list.

