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CHAPTER 1. POLI CY AND DEFI NI TI ONS

PURPCSE. This policy is based on the revisions to the Ofice of
Managenent and Budget (OVB) Circular A-125 "Pronpt Paynent." This
policy del egates responsibility and prescribes guidance for paying
property and services procured under HUD contracts.

AUTHORI TY. Public Law 97-177 (the Pronpt Paynent Act), as
anended, requires Federal agencies to pay bills on tine, to pay
interest penalties when bills are paid |late, to take discounts
only when paynments are made within the discount period, and to
avoid paying bills early except to realize a cash discount. The
legislation directs OMB to prescribe regul ations for agencies to
use in devel oping internal policies and procedures.

APPLI CABI LI TY. List of specific paynments subject to the Pronpt
Payment act is shown on page 2-1.

DEFI NI TIONS. The definitions are consistent with those in
Circular A-125. \Were appropriate, terns have been adapted to
customary HUD usage for purposes of clarity.

ACCOUNTI NG OFFI CE - The HUD component organi zation responsible for
the proper subnissions to Treasury for preparation of checks,
Schedul e of Paynents, wire transfers and for reconciling and
controlling the distribution of the subsidiary |edger posting

media. In Headquarters, the Ofice of Finance and Accounting
(OFA) and the CGovernnent National Mortgage Association (GNMA) are
responsible. |In the Regional Ofices, the Accounting Divisions

are responsi ble. For those paynents made by a HUD contractor, the
contractor's payment processing office is the accounting office.

ACCEPTANCE - Acknow edgrent that property and services received
conformwith the requirenents of the contract.
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ADVANCE PAYMENTS - Payments made prior to and in anticipation of
contract performance as a nmeans of providing financing to the
contractor. They are the least preferred nethod of contract
financing and their use at HUD may only be authorized by the
Director, Ofice of Procurenent and Contracts (OPC), with the
concurrence of the Director, OFA or the President of GNVA

whi chever is applicable. (NOTE: GNMA has its own contracting
authority and nmay exercise this right whenever deened
appropriate.) Because they are not neasured by contract
performance, they differ from and should not be confused wth,
provi sional paynents, partial paynents or progress paynents.

APPL| CABLE | NTEREST RATE - The interest rate established by the
Secretary of the Treasury under Section 12 of the Contract
Di sputes Act of 1978 (41 USC 611) except where the interest



penalty is prescribed by other Governnent authority (e.qg.
tariffs).

CERTI FYI NG OFFI CER (FI ELD OFFI CE) - Enpl oyee authorized to certify
paynment vouchers to CFA

CERTI FYI NG OFFI CER (OFA/ RAD) - Enpl oyee authorized to certify
paynment to the U S. Treasury.

CONSTRUCTI VE ACCEPTANCE - The period of time HUD shall have to

i nspect and accept deliveries under a contract, if no acceptance
period is specified in the contract or purchase order. For

pur poses of calculating interest paynents, constructive acceptance
shal | occur 7 days after delivery unless a | onger constructive
acceptance period is specified in the contract/purchase order
docunents (e.g., those awarded by OPC, GNMA, and the Regiona
Contracting Oficers generally specify a constructive acceptance
period of 14 days).

CONTRACT - An enforceabl e agreenent, including | ease and renta
agreenents, purchase orders, delivery agreenents, blanket purchase
agreenents, and confirmng orders (verbally placed orders by an
aut hori zed official), between HUD and a busi ness concern for the
procur enent of goods or services.

CONTRACTOR - A person or organi zati on engaged in a profession
trade or business, and any non-profit entity (including state and
| ocal CGovernments, but excluding Federal entities) operating as
contractors to HUD.

DAY - Cal endar day(s), including weekends and holidays, unless
ot herwi se indi cat ed.
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DELI VERY DATE - The date on which HUD receives the goods or
servi ces.

DESI GNATED APPROVI NG OFFI CE - The HUD conponent organi zation or
enpl oyee responsi ble for reviewi ng and approving for paynent
i nvoi ces whi ch require advance approval

DESI GNATED BI LLI NG OFFI CE - The office or enpl oyee-- Gover nnment al
or Nongovernnental --designated in the contract to first receive
i nvoi ces.

DI SCOUNT DATE - The date by which a specified discount can be
properly taken (deducted) when paynent is nade.

DUE DATE - The date on which HUD nmust make paynment for goods or
services subject to the Pronpt Paynment Act in order to avoid the
paynment of interest penalties.

| MPROPER | NVO CE - Any invoice that does not contain the essentia



el enents as prescribed in subparagraph 3-1 A l.g.

| NTEREST PENALTY - The anount of the pronpt payment penalty,
calculated in accordance with this policy, that is added to an
invoice that is paid after the due date.

PARTI AL PAYMENTS - Paynent nade for partial delivery of accepted
property or partial performance of accepted services.

PAYMENT DATE - The date on which a check for paynment is dated or
the date on which an El ectronic Fund Transfer (EFT) paynent is
received by the contractor's financial institution (settlenent
date).

PROCURI NG OFFI CE - The HUD conponent organi zation responsible for
the award and admi nistration of contracts to acquire goods and/ or
services for the Departnent's benefit. In Headquarters, these
are: OPC, the Managenent Branch of the Ofice of Multifamly
Housi ng Management (origi nator of national contracts in support of
Housi ng's acquired property progran); and GNMA. OPC and Housi ng
Managenent Branch are responsible for establishing procedures to
ensure their Field counterparts' conpliance with this handbook

PROGRESS PAYMENTS - Paynents based on a percentage or stage of
conpl etion/delivery of goods/services. They are generally

aut horized in construction contracts and fixed-price supply
contracts of a production (manufacturing) nature. As such, their
use at HUD is rare.
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PROPER INVO CE - A bill or voucher or other witten request for
paynent provided by a business concern for goods or services
rendered. A proper invoice nust neet the requirenents of
subparagraph 3-1 A l.g.

PROVI SI ONAL PAYMENTS - Paynents made under cost-rei nbursenent
contracts on the basis of costs incurred by the contractor as work
progresses. Generally, these costs are billed for and paid on a
nmont hly basis and are subject to adjustnents based on costs
questioned by the contracting officer, GIR or Governnent

audi t ors.

RECElI PT OF | NVO CE DATE - The | ater of:

- The date a proper invoice is actually received and dat e- st anped
by the designated billing office.

- The date on which HUD accepts the property or services (or the
7th cal endar day follow ng delivery of the property or services
if acceptance is not specified in the contract).

- The date of the invoice if the date of receipt is not stanped on
the invoice at the tine it is received by the designated billing



office. The "30-cal endar day cl ock"” commences on the receipt
of invoice date. The tine required for HUD s interna
approval s, exam nations or processing is included in the 30-day
peri od.

RECEI VI NG FACILITY - Ofice or place where delivered goods are
recei ved.

RECEI VI NG OFFI CE - HUD office which received goods or services.

RECEI VI NG REPORT - Witten evidence of acceptance of goods or
services by a HUD official, including inspection reports if
appropriate (e.g., the Form HUD 27045, |nvoice Approval for
Contract/Purchase Order and Training, is used with the invoice in
Headquarters in lieu of a receiving report).

REFUND - Repaynent for some service or property fornmally
contracted for.

REI MBURSEMENT - Repaynent of costs incurred by an individual or
entity on behal f of the Departnent.

1-5 POLICY. It is the policy of the Departnent that:

A. Al conponent organi zations, including the Ofice of the
Control l er of the Governnent National Mrtgage Association
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i nvol ved in requisitioning, contracting, purchasing, receiving,

i nspecting, approving, certifying, and maki ng paynent for goods
and services under HUD contracts shall conply with the provisions
of this handbook. The specific responsibilities of each conponent
are listed in this handbook.
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