Helping to get you paid: Directive on Combating Late Payment in Commercial Transactions 
[bookmark: _GoBack]The Directive on Combating Late Payment in Commercial Transactions came into force last year. It sounds like a pretty dry piece of European law, but it could be very useful for getting you and your business paid.
The Directive aims to encourage prompt repayment of debts to create a fairer marketplace for businesses. In particular, it aims to protect small businesses, whose financial securities are most threatened by slow repayment. 
By increasing the speed of debt repayment, the goal is to increase cash flow across the EU, and help create a fairer marketplace for businesses to operate in. The European Commission believes that the successful implementation of the measure could increase cash flow by up to £150 Billion across the EU.
There is little new in the Directive as it combines a number of rights which businesses have already had under English law. 
What does this mean for you and SMEs?
The Directive applies to contracts between commercial entities as well as contracts with Local Authority and public bodies. 
There are two mayor points of importance:-  
1. The right for creditors to claim interest on late repayment. 
2. The right to compensation as well as costs incurred recovering unpaid debts.
Interest on late payments where the debtor is a business will become payable 60 days after the debt was first invoiced. Where the debtor is a public authority the times is shorter, at just 30 days. The repayment period for Public Authorities is shorter so that they will set an example to other debtors to repay debts promptly, and help foster a culture of prompt debt repayment. 
Where the original contract or terms of agreement are silent on the rate of interest to be charged the Directive introduces a minimum 8% above standard rates, set by the Bank of England, and is to be calculated as simple, rather than compound interest.
Compensation for costs incurred recovering debts will be set at a fixed amount ranging from £40-£100, depending on the size of the debt owed. However, where larger costs are incurred chasing a debt, they too become chargeable.
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