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• James W. Harper, III
• Hensel Phelps

• Regional Director of Supplier Diversity

• 20 Years of HP Experience

• 10 years in Office/Field Management

• 10 years in Supplier Diversity



What is 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.

• Total Amount to be Paid for Each Item of Work.

• Minus Any Retainage Withheld

• 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

• We All Need Cash Flow to Sustain and Grow

• We All Need to Substantiate Billings



Other Pay Ap Information

• Contract Values

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

• Amount Retained

• Total Amount Received to Date

• Amount Currently Due

• Balance to Finish



Pay Ap Information



The Payment 
Process

• 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



The Payment 
Process

• General Invoicing

• Subcontract or Purchase Order
• As Frequent as Weekly, or as Work Occurs

• Use Your Own Company Format

• Keep Track of Your Records

Owner / Client

You 
(Contractor)

Prompt Payment 
+ 30 Days

Up to 90+
To Approve



The Payment 
Process

• 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 AIA billing since the 
American Institute of Architects (AIA) 
produces one of the most commonly 
used Pay Aps.



The Payment Process – Progress Billings

Owner / Client

Prime GC

Trade Partner 
(You)

Owner / Client

Prime GC

Large Trade 
Partner

2nd Tier Trade 
Partner (You) 

3rd Tier Trade 
Partner/Vendor

30 - 90+ Days
To Approve Pay

+30 Days
(60 - 120+ Days)

+30 Days
(90 – 150+ Days)

+30 Days
(120 – 180+ Days)

+30 Days
(150 – 210+ Days)

2nd Tier Trade 
Partner/Vendor



Contract Defines the Process

• Billing Cycle Dates
• 1st of the month through 28th/30th/31st 
• 20th through 20th of the next month

• Submission Deadline
• Could be Mid Month
• Due dates may call for projecting through the end 

of the month

• Documents to be Included
• 3rd Party Obligations 
• Conditional/Unconditional Lien Waivers
• Receipts and Invoices
• Photos



Contract Defines the 
Process



• Stored Materials
• Back Up Showing Materials Have Been Paid For

• 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

• Other Satisfactory Parameters
• Payment Application Checklist

Contract Defines the Process



Contract Defines the 
Process



Contract Defines the 
Process



Schedule of Values (SOV)

According to AIA “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

• Cash Flow is the Lifeblood of Any Contractor
• Do Not Front Load Your SOV

• Mobilization Costs

• Submittals and Reviews

• You Cannot Change the Schedule of Values

• You Can Add (+/-) Change Orders



• Develop a SOV
• Contract Value

• $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

• 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

SOV Exercise #1



• The GC received a Change Order from 
NBIC to accelerate the schedule. You 
do not have the manpower to 
complete the 2nd 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

• Add a Deductive Change Order to the 
SOV

SOV Exercise #2



Typical Pay Ap Forms

• AIA G702
• Typically Modified per user

• Pay to use

• ConsensusDocs 710
• Typically Modified per user

• Pay to use

• Hensel Phelps Payment Application Form
• Similar to Other Forms



Government Invoicing

The government is generally required to pay you for work on a government 
contract 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
• i.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

• Request for Periodic Payment

• Request for Periodic Payment Continued 

• 3rd Party Obligations | Lien Waiver



3rd Party Obligations | Conditional Lien Waiver

• 3rd Party Obligations
• Identify your company’s suppliers and subcontractors that will not be paid 

until receipt of Hensel Phelps payment

• 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 I receive payment.”



3rd Party Obligations



3rd Party Obligations



Conditional Lien 
Waiver



Unconditional Lien 
Waiver



3rd Party Vendors/Suppliers

Owner / Client

Prime GC

You 
(Contractor)

Owner / Client

Prime GC

Large Trade 
Partner

(You) 2nd Tier 
Trade Partner

3rd Tier Trade 
Partner/Vendor

30 - 90+ Days
To Approve Pay

+30 Days
(60 - 120+ Days)

+30 Days
(90 – 150+ Days)

+30 Days
(120 – 180+ Days)

+30 Days
(150 – 210+ Days)

2nd 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

• Relationships May Be Strictly Transactional

• 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.

• Poor Relationships Can Impact:
• Cost

• Efficiency with Processes

• Risk if You Are Not Their Priority

• Consider an Automated AP Process
• You May Not Have an Accounting Person

• Future Considerations

• At a Minimum, Create an Internal System to Process Vendor Payments



Keeping Records

• Each Pay Ap Builds On the One 
Before – Backcheck

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

• Keep Up with GC/Owner Changes 
to Your Pay Aps and Update Your 
Files

• 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



Best Practices / Tips

• Don’t Get Rejected

• Do not Miss the Deadlines

• Include All Documentation

• Substantiate as necessary if your 
contract calls for it

• Mitigate Other Issues to Withhold 
Processing Payment



Best Practices / Tips

• Change Orders

• Do Not Bill for Unapproved Change 
Orders

• Understand/Negotiate Payment 
Expectations

• 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



Best Practices / Tips

• Other

• Keep Good Records

• Develop a Routine

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



ADDITIONAL 
QUESTIONS?
Thank You!


	Slide 1: NBIC/MNAA Emerging Contractor’s Training Program
	Slide 2
	Slide 3: What is a Payment Application?
	Slide 4: Why Are Pay Aps Important?
	Slide 5: Other Pay Ap Information
	Slide 6: Pay Ap Information
	Slide 7: The Payment Process
	Slide 8: The Payment Process
	Slide 9: The Payment Process
	Slide 10: The Payment Process – Progress Billings
	Slide 11: Contract Defines the Process
	Slide 12: Contract Defines the Process
	Slide 13: Contract Defines the Process
	Slide 14: Contract Defines the Process
	Slide 15: Contract Defines the Process
	Slide 16: Schedule of Values (SOV)
	Slide 17: Developing a SOV
	Slide 18: SOV Exercise #1
	Slide 19: SOV Exercise #2
	Slide 20: Typical Pay Ap Forms
	Slide 21: Government Invoicing
	Slide 22: Government Invoicing – “Proper” Invoice
	Slide 23: Hensel Phelps Pay Ap Forms
	Slide 24: 3rd Party Obligations | Conditional Lien Waiver
	Slide 25: 3rd Party Obligations
	Slide 26: 3rd Party Obligations
	Slide 27: Conditional Lien Waiver
	Slide 28: Unconditional Lien Waiver
	Slide 29: 3rd Party Vendors/Suppliers
	Slide 30: Supplier Relationship Management (SRM)
	Slide 31: The Importance of SRM
	Slide 32: Keeping Records
	Slide 33: Best Practices / Tips
	Slide 34: Best Practices / Tips
	Slide 35: Best Practices / Tips
	Slide 36: Additional Questions?

