
Are you a business with outstanding invoices owed to you? 

If so, you could be entitled to compensation and interest from your debtor.  

Statistics show that small to medium businesses wait the longest to get paid. On 
average it takes 79 days for a small business to be paid by their creditors, this can 
cause detrimental affects on cash flow for a business and in some cases can be 
fatal.  
In 1998, the European Union introduced an Act which was to encourage faster 
payment between businesses. It was envisaged that the Late Payment of 
Commercial (debts) Interest Act would help the cash flow of smaller businesses to 
get paid. The Act allows the creditor to add compensation and interest to the debt if 
the sum is not paid within the credit period terms as identified in the Act, 60 days for 
businesses.  

The Act calculates the rate of interest based upon the bank of England base rate plus 
at least 8 % and the compensation is calculated on a sliding scale. The creditor is 
entitled to obtain from the debtor, a fixed charge of £40, £70 or £100 depending on 
the size of the debt.  

For example –  

If your business were owed £1,000 and the Bank of England base rate were 0.5%:  
the annual statutory interest on this would be £85 (1,000 x 0.085 = £85)  
divide £85 by 365 to get the daily interest: 23p a day (85 / 365 = 0.23)  
after 50 days this would be £11.50 (50 x 0.23 = 11.50)  
Compensation would be £70  

Many businesses don’t use the Act to enforce the right to claim the interest and 
compensation. Smith Partnership advises all businesses to include a claim for Late 
Payments interest and compensation on all business invoices if the invoice remains 
outstanding for more than 60 days.  

If you want to find out how to claim interest and compensation get in touch with 
Claire Twells, Smith Partnership’s Head of Debt Recovery.  


