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Small business late payment - how to manage late
payers.

Article provided by From Bytestart, the small business portal.

Small companies have, for years been vulnerable to slow payments from large clients. Severe late payment can even lead to insolvency
in the worst cases. In most cases, chasing payment and managing debtors is a day-to-day task for many small businesses.

As part of its package of measures to combat late payment, the Government introduced the Late Payment of Commercial Debts
(Interest) Act 1998, which gave small firms with 50 or less employees a statutory right to interest for the late payment of commercial
debts. This statutory right to interest and other new entitlements are available to all businesses and public sector bodies from 7 August

2002.

To avoid late payment, there are several things you can do in advance:

1. Clearly print your terms and conditions for payment on any contracts signed with an end-client. These terms should clearly state
the payment period for any invoice - quite often you would expect payment within 30 days, but this could be shorter or longer
depending on your type of business.

2. You could offer an early payment discount, or a discount for upfront payment of several installments. For example, you could charge
£500 + VAT for a service/product if the amount is settled within your agreed payment period, and £475 + VAT if payment is made
within 10 days. This is likely to encourage many clients to pay early, although you will of course make less money on each deal.

3. If a client has not paid on time, it is essential to follow up on the invoice. Always try to obtain a point of contact in the accounts
department since this will save time. Politely ask for the payment to be made and if the problem persists, you can consider charging

interest on the overdue amount, or in the worst case, threaten the late payer with legal action.

4. The Late Payment of Commercial Debts (Interest) Act 1998 allows small businesses to claim interest on overdue payments from
other companies. Originally drawn up to help small businesses claim against larger businesses, the law now extends this rule to claim

against other small businesses. Even if you did not state a payment period in the initial agreement with a client, the Act states that

a payment becomes ‘late’ after 30 days. You are entitled to claim interest at 8% above the prevailing Bank of England base rate. It

is worth quoting the Act on any invoices sent to clients. To calculate the interest due use our Late Payment Calculator.

5. Clearly many small businesses feel vulnerable in demanding payment from larger companies, this is very understandable. For this
reason, it is essential to follow the initial steps mentioned above when doing business with clients. If late payment occurs, always
try to politely obtain settlement for overdue invoices before taking further action.

There are many sources of information related to late payment and credit control on the web:

Business Link section on credit control and invoicing.

Better Payment Practice : devoted to commercial late payment.

Published: Wednesday, November 08, 2006
Tweet

© 2011 All rights reserved. Reproduction in whole or in part without permission is prohibited. Please see our copyright notice. If you
want to use any content you have seen on this site then please request our media pack and ask for details of our Content Licencing
Service.

aders Comments...

This article has 1 comment.

~— Comment on this article

ﬂl

19


http://www.contractorcalculator.co.uk/Refer.aspx?site=www.ContractorCalculator.co.uk&from=LATE_PAYMENT&frompk=SMALL_BUSINESS_LATE_PAYMENT&url=http://www.ByteStart.co.uk
http://www.contractorcalculator.co.uk/late_payment_calculator.aspx
http://www.businesslink.gov.uk/
http://www.payontime.co.uk/
http://twitter.com/share
http://www.contractorcalculator.co.uk/copyright.aspx
http://www.contractorcalculator.co.uk/RequestMediaPack.aspx
http://www.contractorcalculator.co.uk/small_business_late_payment_addcomment.aspx
http://www.omniture.com/

2

Recommended by O readers.

Sign in to recommend comments

@ Comment on this article

Also of interest...

Related Guides: Related Calculators:

O Ensuring you get paid when contracting O Contractor Calculator
O Timesheets, Invoices and Payments
O How to Prepare an Invoice - Examples and Templates

O How to Charge Expenses Back to Your Client

abc

ABCe verified website - last audit confirmed 130,682 monthly unique visitors

© Copyright 2011 Byte-Vision Limited UK. All rights reserved Copyright notice


http://www.contractorcalculator.co.uk/Logon.aspx?rurl=small_business_late_payment.aspx
http://www.contractorcalculator.co.uk/small_business_late_payment_addcomment.aspx
http://www.contractorcalculator.co.uk/ensuring_payment_contracting.aspx
http://www.contractorcalculator.co.uk/timesheets_invoices.aspx
http://www.contractorcalculator.co.uk/how_to_prepare_an_invoice.aspx
http://www.contractorcalculator.co.uk/charge_contracting_expenses_back_to_client.aspx
http://www.contractorcalculator.co.uk/contractorcalculator.aspx
http://www.contractorcalculator.co.uk/CopyRight.aspx

