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What i1s a Payment Application?

“Pay Ap” for short...

A collection of supporting documents exchanged
between contractors to request payment.

* Pay Aps Include a Schedule of Values (SOV) that Show

* Percentage of Each Item of Work Completed.
e Total Amount to be Paid for Each Item of Work.
* Minus Any Retainage Withheld

e Retainage No More Than 5% in TN

* There May Also be Closeout Line Items




Why Are Pay Aps Important?

 \We All Need to Get Paid
e \We All Need Cash Flow to Sustain and Grow

* \We All Need to Substantiate Billings




Other Pay Ap Information

e Contract Values

 Total Value of Work Completed & Materials Stored On
Site to Date

* Amount Retained

e Total Amount Received to Date
 Amount Currently Due

* Balance to Finish
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e General Invoicing — Record
Keeping

Use Your Own Forms

Have an Efficient Cost/Accounting System
Setup

Delineate/Separate Different Contracts

Understand What You’ve Been Paid for




 General Invoicing

Up to 90+
To Approve

Owner / Client

Prompt Payment
+ 30 Days

You
(Contractor)

e Subcontract or Purchase Order

e As Frequent as Weekly, or as Work Occurs
* Use Your Own Company Format
e Keep Track of Your Records




* Progress Billings

* Pay Aps are typically used on projects
with progress billing when payments are
spread out over the course of the job at
specific intervals (Monthly).

* Also known as AlA billing since the
American Institute of Architects (AlA)
produces one of the most commonly
used Pay Aps.




-
The Payment Process — Progress Billings

30 - 90+ Days

To Approve Pay
Owner / Client il Owner / Client
+30 Days
—— m
+30 Days

(90 — 150+ Days)

Trade Partner Large Trade

You = Partner
+30 Days

(120 — 180+ Days)
2nd Tier Trade 2"d Tier Trade
Partner/Vendor . Partner ()
+30 Days

(150 — 210+ Days)

3rd Tier Trade
Partner/Vendor




Contract Defines the Process

* Billing Cycle Dates

» 15t of the month through 28t/30th/31st
e 20" through 20 of the next month

e Submission Deadline
 Could be Mid Month

* Due dates may call for projecting through the end
of the month

 Documents to be Included
3 Party Obligations
* Conditional/Unconditional Lien Waivers

e Receipts and Invoices
* Photos

HENSEL PHELPS

Plan. Build. Manage.

il




HENSEL PHELPS CONSTRUCTION CO.
JOB INFORMATION AND POLICY BROCHURE

B. Requests for Periodic Progress Payment

1. Each subcontractor/supplier will be furnished coples of Hensel Phelps” Request for
Periodic Progress Payment forms (herein referred to as “Payment Applications”) for use
on this Project. Payment Applications will be considered only when submitted on the form
furnished by Hensel Phelps.

2. A Menthly Progress Payment Request will be submitted by Hensel Pheips to the Owner
on approximately the 30th day of each month. The Payment Application from each
subcontractor/supplier must be recaived by Hensel Phelps at the jobsite office no later
than the 15th of each month. If the 15th falls on a Saturday or Sunday. then the Payment
Application is due on the Friday prior. No Payment Applications will be accepted bayond
the 15th of each month. The Payment Application should project costs through the end of
the corresponding month,

3. Retention will be held on subcontractor/supplier payments in strict sccordance with the
terms of the Subcontract Agreement.

C. Partial Payment for Stored ltems

1. if the Prime Contract allows for, and a subcontractor/supplier desires payment for
materials stored on or off site, but not yet incorparated in the work, they will be required to
submit the required backup showing the materiais have actually been paid for, are
properly stored, and msured. Subcontractor must request clarification in writing ¥ they
plan on requesting payment for slored materials prior to submitting In a pay application,
approval of request will be at the sole discretion of the owner. If approved, Hensel Phelps
and/or the Owner will require that the materials be stored in an approved, bonded storage
area and Inspected before partial payment can be made. Paid Invoices for the matenial
must be submitted as evidence of the actual value of the stored malenal, Mark-up for
overhead and prefit will not be pald on stored materials. Only the actual involce values
from the vendor who supplied the matenal to the subcontractor’suppier will be paid.
Consult your Subcontract Agreement for additional specdics on payment for stored
malenats. No invoice for stored matenals will be allowed without prior written approval of
Hensel Phelps and MNAA.

D. Additional tems Required

1. The subcontractora/supplier's monthly pay request will be accompanied by an updated
progress schedule and a current list of all submittats and dellveries required by the
Subcontract (shop drawings, materials, equipment, etc.). The list will show the date when
each submittal and delivery is to be made and the latest date when approval should be
recelved and dellvery made to avoid delaying progress.

E. Instructions for Requests for Periodic Payment

1. Subcontract agreements use Hensel Phelps’ Request for Perodic Progress Payment -
Form No. FOG340, 341, 343 and 649, (refer to Section XIIl. Appendix, Form No. 5).

Project 1803 - Concourse D & Tenminal Wings - Nashwile, TN Date of B5ue: 2.26.18
Page 14 of 26

Moddee: 022018 Form FOGTI4A



Contract Defines the Process

e Stored Materials
e Back Up Showing Materials Have Been Paid For
e Payment based on vendor invoice only
* No Profit or Mark-Ups
Bonded & Insured Warehouse
Photo Documentation of Proper Storage
Clearly Marked & Identified
Physical Verification — Inspected

* Review & Approval

* Phone Calls/Emails
* Field Supervision Verification

e Other Satisfactory Parameters
e Payment Application Checklist

== | HENSEL PHELPS

Plan. Build. Manage.




HENSEL PHELPS CONSTRUCTION CO.
JOB INFORMATION AND POLICY BROCHURE

Project. Payment Applications wél be considerad only when submted on the form fumnished
by Hensel Pheips.

2. A Monthly Progress Payment Request will be submitted by Hensel Pheips to the Owner on
approximately the 30th day of each month. The Payment Application from each
subcontractor/suppber must be raceived by Hensel Phelps at the jobsite office no later than
the 20th of each month. If the 20th falls on a Saturday or Sunday, then the Payment
Application is due on the Friday prior. No Payment Applications will be accepted beyond the
20th of each month. The Payment Application should project costs through the end of the
corresponding month.

3. Retention will be heldd on subcontractor/supplier payments in strict sccordance with the terms
of the Subcontract Agreement.

C. Partial Payment for Stored items

1. Mthe Prime Contract allows for, and a subcontractorisupplier desires payment for materials
stored on or off site; but not yet incorparated In the work, thay will be required to submit the -
required backup showing the materials have actually been paid for, ara properly stored, and
Insured. Subcontractor must request clarification in writing If they plan on requesting
payment for stored materials prior 1o submitting In & pay application, approval of request will
be at the sole discretion of the owner. If approved, Hensel Phelps andfor the Owner will
require that the materials be stored in an approved, bonded storage area and Inspected
before partial payment can be made. Paid Invoices for the material must be submitted as
evidence of the actual value of the stored material, Mark-up for overhead and profit will not
be paid on stored matenals. Only the actual nvoics values from the vendor who supplied the
matenat to the subcontractor/supplier will be paid.  Consult your Subcontract Agreement for
additional specifics on payment for stored materials. No involkea for stored materials will be
allowed without prior written approval of Hensel Pheips and MNAA.

D. Additional tems Required

1. The subcontractor's/suppliec's monthly pay request will be accompanied by an updated
progress schedule and a current list of all submittals and deliveries required by the
Subcontract (shop drawings, materials, equipmeant, etc.). The list will show the date when
each submittal and delivery Is to be made and the latest date when approval should be
recelved and delivery made to avold delaying progress.

2. The subcontractor'a/supplier's monthly pay request will be accompanied by a Change Order
Log detailing subcontractor's identified changes in the work. This will Inchude both adds and
deducts. If no Change Order Log Is supplied, subcontractorisupplier is agreeing there are no
outstanding changes and requests later on will be void. (Form No. 6a).

3. Mailed “Inked” Onginats of FOG343 Schedule of Third Party Obligations and FOGE42 1
Conditional Waiver Release by the 25™ of each month. Should be mailed to assigned Office
Engineer. Failure to supply these two originais will result in payment being withheld or checks
sent to the jobsite tradler, (Form No. Sc-d).

Project 1900 - Terminal Lobby and Intermatonal Anvvals Facity 1AF ) - Nashvile, TN Dote of Issue. 11410
18



Subcontractor Pay Application Checklist

SubiSuppler Name:
Pay App. No:
Period Ending:

ALL ITEMS MUST BE COMPLETED PRIOR TO RELEASE OF MONTHLY PROGRESS PAYMENT.

[ Sb_TSuppter
Date contract e
|Payment/Performance Bond Maiches curment contract value

[Any clalm notioas from supplars.

|;-4 dule of Values Establshed Correct

Change order exacuted thruy CON

CE current

Cartilled and Utikzation Reports Curment
Work andlor deln dactory

Ay ived backcharge

Al Schedule Updale o taton submitted

VOC Coordination Model up 1o deste

Subemittais complete or satislaciory progress

20/3D Asbuitts and Faciltes Managamert'Cx Data are current

Current bilings reflect prior month billng adjustments
3rd party obligations complete'signedt
Lian refease for net fotal to daledoniginal)

| ] Tax information is corect on form

HP review of p tages (PE & PS)

HP notified sub of tevisions (in writing)

HP idantified specal handing for Accounting
Comments:

Modfied: 03 2018 Foge 1ol Form FOGHME



Schedule of Values (SOV)

According to AlIA “The schedule of values shall allocate the
entire contract sum among the various portions of the work”

* The SOV Shows the Total Value of the Project Step by Step

* List Every Work Item and Its” Value

* Bill Against These Items to Determine a Progress Payment

 The Most Important Part of the Pay Ap



Developing a SOV

* Review and Approval of SOVs Ensuring they Make Sense

e Cash Flow is the Lifeblood of Any Contractor

* Do Not Front Load Your SOV
* Mobilization Costs
e Submittals and Reviews

* You Cannot Change the Schedule of Values

* You Can Add (+/-) Change Orders



SOV Exercise #1

* Develop a SOV
e Contract Value

e $250,000

* Contract Scope

* Furnish and Install complete, all Framing and Drywall in the new
NBIC Office Building.

* Furnish and Install complete, all Ceiling Systems in the New NBIC
Office Building.

* Provide all labor, tools, and equipment necessary to safely
perform this scope of work per the drawings and specifications

e Schedule

* North Building
* Aug 23’ - Complete Framing/Drywall Level 1
* Sep 23’ - Complete Framing/Drywall Level 2
* Dec 23’ - Complete Ceiling Systems Level 1
* Jan 24’ - Complete Ceiling Systems Level 2

* South Building
* Oct 23’ - Complete Framing/Drywall Level 1
* Nov 23’ - Complete Framing/Drywall Level 2
* Feb 24’ - Complete Ceiling Systems Level 1
* Mar 24’ - Complete Ceiling Systems Level 2

HENSEL PHELPS

Plan. Build. Manage.

il




SOV Exercise #2

* The GC received a Change Order from
NBIC to accelerate the schedule. You
do not have the manpower to
complete the 2" floor Ceiling Systems
with the new dates. The GC must
remove the scope of work from your
contract to finish on time, and a
change order has been executed by
both parties

e Add a Deductive Change Order to the
SOV

== | HENSEL PHELPS

Plan. Build. Manage.




Typical Pay Ap Forms

* AIA G702

e Typically Modified per user
* Payto use

* ConsensusDocs 710

e Typically Modified per user
* Payto use

e Hensel Phelps Payment Application Form
e Similar to Other Forms




Government Invoicing

The government is generally required to pay you for work on a government
E:ont)ract within 30 days, and it usually requires the use of electronic funds transfer
EFT

You Can Use Your Own Invoice or a Government Form:
* Your form must have all government required information for a proper invoice
e j.e.—Military Contracts — DD Form 250

EFT & Central Contractor Registration (CCR) Database

* The government pays by EFT, and to receive payment you must be in CCR
* Get Registered in CCR and Make Sure Your Information is Correct

EFT Includes Government Credit Cards
* Government-wide commercial purchase card

Contact Your Local PTAC/Apex Accelerator Office for Support



Government Invoicing — “Proper” Invoice

* The name and address of your company
* Invoice date

* Contract number or other authorization for supplies delivered or services
performed

* Description, quantity, unit of measure, unit price and extended price of supplies
delivered, or services performed

* Shipping and payment terms, such as shipment number and date of shipment,
prompt payment discount terms, etc. Bill of lading number and weight of
shipment will be shown for shipments on government bills of lading

* The name and address of the person at your company to whom payment is to
be sent. This must be the same person specified in the contract or in a proper
notice of assignment

* Name, title, phone number and mailing address of the person to be notified in
the event of a defective invoice

* Any other information or documentation required by the contract, such as
evidence of shipment

* While not required, you are strongly encouraged to assign an identification
number to each invoice




Hensel Phelps Pay Ap Forms

* Pay Ap Checklist
e Request for Periodic Payment
* Request for Periodic Payment Continued

e 3rd Party Obligations | Lien Waiver




3'd Party Obligations | Conditional Lien Waiver

e 37 Party Obligations

 |dentify your company’s suppliers and subcontractors that will not be paid
until receipt of Hensel Phelps payment

e Lien Waivers and Claim Release

* This document basically says, “I'll waive my right to file a lien for the
specific amount I’'m requesting - effective once | receive payment.”



Instruction for completing HPCC Form #658C (Schedule of Third Party Obligations)

Top Section (Schedule of Third Party Obligations):

e This section is used to identify your company’s suppliers & subcontractors that
will not be paid until receipt of Hensel Phelps funds for this pay requisition as
well as outstanding bills not paid. If debts are being paid in advance of receiving
Hensel Phelps payment, put “NONE” in this section; otherwise see instructions
below:

1. “Owing” - list legal names of companies whom your company owes funds
in conjunction with Hensel Phelps billings

2. “Owing For” — list items for which funds are owed

3. “Amounts .....This Billing” — list funds that will not be paid for the item
described (and the company owing) until payment is received by your
company from Hensel Phelps for items billed this pay application

4. “Amounts Unpaid.....Previous Billing” — list outstanding funds not yet
paid from previous billings

5. “Amounts Paid...... Previous Billing™ — list partial or full payments paid to
suppliers / subcontractors from previous billings

6. “Total” — from above: (#3 plus #4) less #5 = Total

NOTE: do not list any current or previous debts that have been paid or are not awaiting
Hensel Phelps funding prior to payment of debt.

Middle Section (Lien Waiver and Claim Release):
e This section is used to list any reserved claims, and to link this entire document to
a specific project:
1. “Reserved Claims™ — list any reserved claims here; if no reserved claims,
put “NONE” on the line provided
2. “Project” — put Project title here as listed on your company’s subcontract
or purchase agreement

3. “Billing Period” — put month that billing runs through
4. “Date Signed” — put date this form was signed
5. “Firm” — put your company’s legal name in space provided
6. “By” — as described below this line, sign and print name
7. “Title” — put tile of person signing the line above
Bottom Section (Notary):

e All blank lines must be filled in and notarized

Hensel Phelps must have the original form (with notary seal) transmitted to the jobsite
address before pay applications can be processed.
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inrort e awd N of percon -M'hrmmm)wbpmdmwmkbﬂdwn&myt\mnhmmnwmﬂ ivare
mm»ne-m. Instrumecnt asd acknowiedged 10 me S he/shethey exocutend the same s ivhertheir authorizod capocity(sos), wed that by

[ 908 100 the the p 1, or the entity upon behalf of which the personds | acted, executod tie mstrumen.

1cenfy wnder PENALTY OF FERFURY under the liws of the State of That the Boecgoing poeagraph & wue s comect.
WITNESS my hand and offical seal

Sigrature:

My Commission Expires:

(Seal)
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3" Party Vendors/Suppliers

Owner / Client

30 - 90+ Days
To Approve Pay

A 4

+30 Days
(60 - 120+ Days)

Owner / Client

A 4

You
(Contractor)

+30 Days
(90 — 150+ Days)

A 4

2" Tier Trade
Partner/Vendor

+30 Days
(120 — 180+ Days)

Large Trade
Partner

A 4

+30 Days
(150 — 210+ Days)

(You) 2" Tier
Trade Partner

A 4

3rd Tier Trade
Partner/Vendor




Supplier Relationship Management (SRM)

SRM is the process of evaluating and prioritizing suppliers
based on their overall importance or contribution to a
business

* Small Business w/ Few Supplier Relationships
= Straightforward

e Relationships May Be Strictly Transactional

e Other Cases, Strategic Alliances May Be Necessary...




The Importance of SRM

If critical services/supplies are delayed, it can cost you money
directly or indirectly with follow on trade schedule delays, etc.

e Poor Relationships Can Impact:
* Cost
 Efficiency with Processes
e Risk if You Are Not Their Priority

e Consider an Automated AP Process
* You May Not Have an Accounting Person
e Future Considerations
e At a Minimum, Create an Internal System to Process Vendor Payments



e Each Pay Ap Builds On the One
Before — Backcheck

e Start with Previous Month File and
Move/Add All Current Month Values to
Previous Column, Then Begin

* Keep Up with GC/Owner Changes
EC')I Your Pay Aps and Update Your
iles

e Keep Up with POs and Invoicing
and Maintain a Good
Cost/Accounting System

* You Have to be Able to Understand
What You’ve Been Paid




* Don’t Get Rejected

* Do not Miss the Deadlines

* |Include All Documentation

e Substantiate as necessary if your
contract calls for it

* Mitigate Other Issues to Withhold
Processing Payment




* Change Orders

* Do Not Bill for Unapproved Change
Orders

* Understand/Negotiate Payment
Expectations

e Do This Early On
* May Be Able to Bill More Frequently
* May Be Able to Bill Ahead

* Understand Approved Change Order
Rates to Get COs Approved ASAP




e Other

* Keep Good Records
* Develop a Routine

e Bill Each Month Work is Performed; Do
Not Deliberately Skip a Billing Cycle




ADDITIONAL

QUESTIONS?

Plan. Build. Manage
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