Certified General Inspector Training

Contract Payments

Oregon Department of Transportation

CONTRACT PAYMENTS
AND
RETAINAGE

This is discussed in Chapter 25 of the Construction Manual.

Before Making a Progress Estimate z

Oregon Department of Transportation

Be familiar with the conditions of all pay
items.

Verify project quantities.

Organize methods of determining and
recording quantities.

Control and record engineering costs.

Assure the project does not exceed the
project authorization.
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Module Topics

» Policies on Progress Estimates
» Withholding Payments

* Interest for Late Payment

« Payment of Escalations

» Preparation of the Estimate for
Payment

* Retainage and Reduction of
Retainage

/ ;: Oregon Department of Transportation jr

Policy on Progress Estimates

The Progress Estimate is the document that
summarizes the quantities of work completed and
the value of the completed work. The Project
Manager must submit the Progress Estimate
monthly throughout the life of the project.
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Policy on Progress Estimates

Prepare and transmit the Progress
Estimate electronically using the web-
based Contract Payment System (CPS).

!l»| Oregon Department of Transportation jr

Web Based CPS Authority Level

Internal User Authority
e Internal Admin

e Internal PM

* Internal Super View
e Internal View

Note: Only Internal Admin and Internal PM Users have the authority to
submit progress estimates for payment.

External User Authority
e External Admin
External PM

External PMC
External Super View
External View

Note: External Users cannot submit progress estimates for payment to
the Contractor.

2009



Certified General Inspector Training

Contract Payments
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How do we get the CPS program?
Internal ODOT Users

» Contact the Contract Administration Unit
— Provide User Name
— User Authority
— Responsible Contracts
External Users (Local Agencies & Consultants)

e Contact the Contract Administration Unit
— Request a Pin

— Return Request User Name (e-mail address), User
Authority, Responsible Contracts

I

https://highway.odot.state.or.us/cf/cps/
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Progress Estimate Payments

» Each Progress Estimate shall include
payment for work performed under the
contract through the last day of the month.

* Review information with the Contractor on
amounts to be paid before submitting the
Progress Estimate for payment.

» Review the “Corrected Estimate” quantities
to verify the estimated expenditures do not
exceed the project authorization.

| Oregon Department of Transportation jr

Progress Estimate Payments

» Submit the Progress Estimate for payment
on or before the 8t of the month.

» Contract Administration Unit will process
the Progress Estimate and request
Financial Services to make payment to the
Contractor by the 231 of the month.

» Financial Services will send a copy of the
voucher to the Contractor.
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When Would Payment be Withheld?

Section 00195.50

If the amount due the Contractor is less than
$1,000, no payment will be made unless
requested by the Contractor.

= The Project Manager must notify the Contractor why
no payment will be made.

= Send a copy of the letter to the Contract
Administration Unit.

= The Contractor, however, may request that payment
be made anyway and the Project Manager must
then process the Progress Estimate.

,}' Oregon Department of Transportation jr

When Would Payment be Withheld?

The Project Manager orders payment to be
withheld for one of the reasons cited in section
00195.50(e) of the contract.

The withholding of a progress payment is a serious
matter and should be used only when justified and
when other measures have failed. Good
communications are essential. Also refer to the
Responsibilities of Project Manager, Section 9 of
the Construction Manual.
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What If It Is Determined
A Payment Should be Withheld?

1. The Project Manager must inform the
Contractor of the reason that payment is being
withheld, as well as what actions the Contractor
must fulfill to allow payment to be made. Send
a copy of the letter to the Contract
Administration Unit.

Note: Local Agencies and Consultants must receive prior
concurrence of the CPM or Local Agency Liaison.

- X3t ;:/' Oregon Department of Transportation jr

What If It Is Determined
A Payment Should be Withheld?

2. Do not submit the Progress Estimate
to the Contract Administration Unit
until the dispute has been resolved
and payment is to be made.
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What If It Is Determined
A Payment Should be Withheld?

3. Do not withhold payment because of
claims made by the Contractor or
against the Contractor’'s Bond. Contact
Contract Administration Unit if you have
guestions.

| Oregon Department of Transportation jr

Interest for Late Payments

» State law (ORS 279c¢.570) requires that ODOT
pay interest to the Contractor when payments
are not made within the statutory requirements.

* The Contract Administration Unit or Financial
Services Group will calculate the amount of
interest due the Contractor.

* Interest is calculated at 3 times the interest rate
from the Federal Reserve Bank.

» This interest is not eligible for Federal-Aid
participation.

2009



Certified General Inspector Training

Contract Payments

Oregon Department of Transportation jﬂ

Preparing A Progress Estimate

— PM is notified by e-mail that the Contract Payment file is available.
— Checks Zero Estimate for correctness.

— Has verified all quality and quantity documentation is appropriate to
support payment to the Contractor.

— Calculate price adjustments for items eligible for escalation and/or
de-escalation.

— Updates Engineering and Force Order charges.
— Updates the Corrected Estimate quantity column.

— Checks Corrected Estimate Vs. Original Authorization amounts to
help anticipate possible overrun.

Oregon Department of Transportation jr

Before Submitting the Payment

 Printout a copy of the Progress Estimate
report and review with the Contractor.

» Sign a copy of the report and maintain with
your records.

» Submit the Progress Estimate through the
web based Contract Payment System to
Contract Services for payment. Note: CPMs
and Local Agency Liaisons will do this for
Consultants and Local Agencies.
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Progress Estimate Upload Time Frames

» Cutoff date for payment to the Contractor the last
day of the month.

* Progress Payment file submitted by the PM prior
to the 8t of the month.

» Payment processed by ODOT and sent to
Contractor by the 23" of the month.

A ;,/' Oregon Department of Transportation jr

Advance Allowance for Materials on Hand
7000 Series

Section 00195.60

(a) General — If the total value of Materials
on hand is at least $1,000 or the total
value of a single class of Materials on
hand is at least $500, the Engineer may
authorize an advance allowance for the
Materials in the progress payments.

2009
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Fuel, Asphalt, and Steel Escalation/De-escalation

If specified in section 00195 of the Contract, ODOT will
adjust the payment to the Contractor to reflect changes in
the cost of fuel, asphalt and steel.

* Fuel - If the price fluctuates +/-25% of the base price
specified in the contract. Included by Special
Provision.

» Asphalt - If the price fluctuates +/-10% of the base
price specified in the contract.

» Steel — If steel prices fluctuate +/- 10% of the base
rate. Included on all projects. Use a 6 month index.

» The contract will specify which items are eligible for
escalation.

| Oregon Department of Transportation jr

Retainage

Section 00195.50(b), as derived from ORS
279c¢.560, states that ODOT may retain
amounts from payments made to the Contractor
in order to protect ODOT'’s interests. ODOT has
elected to hold retainage on all projects. ODOT
will hold all retainage as cash in an interest
bearing account, unless the Contractor elects to
provide a retainage bond.

2009
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Retainage

1. Retainage will be held at 2.5% of the value of work
performed excluding force account and
adjustments. ODOT may hold as much as 5%.
Refer to Section 00195.50(b) of the Contract
Special Provisions.

2. ODOT holds this retainage in an interest bearing
account unless the Contractor elects to provide a
retainage bond. Retainage bonds require $10,000
in cash retainage be held.

o ;:/' Oregon Department of Transportation jr

Reduction of Retainage to Subcontractor

» Retainage may be reduced when a
subcontractor has satisfactorily completed all
work performed under the subcontract and has

» Refer to chapter 37 in the ODOT Construction
Manual.

requested release of the retainage to the prime.

2009
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Reduction of Retainage

The Project Manager must notify Contract
Administration Unit of any deficiencies such as
unresolved labor issues, liquidated damages,
unassessed price adjustments for failing
materials or corrective work that may prevent
reduction of retainage.

; Oregon Department of Transportation jr

Final Payment

» Final Payment must be made within 30
days after 3" Notification to avoid
paying interest on any unpaid funds
including retainage.

 Interest due on late payments is not
eligible for federal funds.

2009
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Progress estimate payment to the Contractor is
payment for all work performed through

The Project Manager’s Office must submit the Progress
Estimate for payment on or before:

A) The 1st of the month.

B) The 8th of the month.

C) The 15th of the month.

D) The last day of the month.

2009
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Is late payment interest eligible for Federal-Aid
participation?

Yes or No

ORS 279c¢.560 allows ODOT to withhold %
retainage from payments made to the Contractor
until 2"d Notification is issued.

Contract Payments 20
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The Progress Estimate should be reviewed with
prior to submitting it for payment.

2009
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