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Dear Sir/Madam

 Circular LG 19/2016 GUIDANCE ON PROMPT PAYMENTS 
The Department of the Environment issued guidance (Local Government Circular 17/2013) on prompt payments and the recording of invoice payments in October 2013. After consultation with local government and a review of the process the Department for Communities is issuing this circular to supersede Circular LG 17/2013. 
As per Procurement Policy Note – Prompt Payment Policy and Reporting of Performance Action Note 05/15 - “Government is committed to creating a supportive environment in which ambitious businesses can flourish. Late payment is a key issue for business, especially smaller businesses as it can adversely affect their cash flow and jeopardises their ability to trade. The Government recognises that the public sector should set a strong example by paying promptly”. 
Managing Public Money NI requires Departments, Agencies and NDPBs to pay invoices accurately and on time to avoid late payment penalties. All public authorities are required to pay suppliers within 30 calendar days of receipt on an undisputed invoice.
The statutory payment of interest and other compensation recovery costs and entitlements are not compulsory. It is for the supplier to decide whether or not to use the rights made available to it.
Government Payment terms were defined in the policy document released on 12 December 2008 called Prompt Payment Guidance for Public Sector Organisations. Whenever possible, Central Government bodies should endeavour to make payments to suppliers within 10 days. The aim of the policy is to speed up cash flow from the public sector to its suppliers, particularly SMEs.
Northern Ireland Executive Prompt Payment Policy
In line with the Northern Ireland Executive’s policy on prompt payment, Departments aim to pay at least 90% of valid invoices within 10 working days. This practice helps business cash flow and, although it is not a contractual obligation, Departments should encourage contractors to implement similar prompt payment practice to subcontractors and to foster it within their supply chains through voluntary agreements.
Public Sector organisations are bound by the Late Payment of Commercial Debts (Interest) Act 1988 (as amended by the Late Payment of Commercial Debt Regulations 2002 (SI 1674) and Late Payment of Commercial Debt Regulations 2013 (SI 395).
The main changes from Circular LG 17/2013 are as follows:
Councils will continue to provide prompt payment statistics in the format shown in Annex A. However, on a quarterly basis, councils will be required to publish their prompt payment statistics on their individual websites and include explanatory notes on their performance. This should enhance openness and transparency. The explanations referred would be on generic causes of late payment rather than on an individual case to case basis.
There will be additional categories on the information provided within both the quarterly returns made to the Department and the annual council accounts. These are to include total number of invoices received and the overall amount, the number of invoices that were disputed and the average number of days it takes to pay an invoice. 
Measurement of Prompt Payment Performance
The measurement of prompt payment performance should be calculated as follows:
(a/b) multiplied by 100
Where 
a = number of invoices for commercial goods and services paid within X days of receipt of a valid invoice (where X is 30 calendar days or 10 working days) and;
b = total number of valid invoices. 
In answer to the frequently asked question on how long do I have to confirm an invoice as valid and undisputed? The Public Contracts Regulations 2015 (PCRs) place a requirement on you (public sector buyers) to include in contracts provisions requiring invoices to be verified in a timely manner. In accordance with the PCRs, undue delay is not sufficient justification for failing to regard an invoice as valid and undisputed. Therefore, you should make every effort to verify a relevant invoice without undue delay.
Statutory guidance published by the Cabinet Office, which you must have regard to[footnoteRef:1], suggests you should take no more than 7 calendar days from receipt (i.e. received at the designated payment address) to confirm invoices as valid and undisputed. The statutory guidance also suggests (as a model contract term) that in the event of an undue delay (i.e. not confirming an invoice as valid and undisputed within the suggested 7 calendar days), the invoice shall be regarded as valid and undisputed. [1: 1 Regulation 113 (4) of the Public Contract Regulations 2015 place an obligation of public sector buyers to have regard to the statutory guidance.] 

This guidance should help to enhance the comparability of council prompt payment performance statistics both with that of other councils, and those of central government.   
Yours faithfully
Jeff Glass









Annex A
District councils are encouraged to pay suppliers as promptly as possible and to endeavour to meet the 10 day prompt payment commitment made by the Northern Ireland Executive.  Councils have been asked, as a note to the accounts, to complete the information below. Councils are asked on a 3 monthly basis to continue to provide this prompt payment information as illustrated in the format below. Councils are also requested to continually review their payment performance.
Council name:
The default target for paying invoices, where no other terms are agreed, is xx days.  
N.B. 30 days target is 30 calendar days and 10 days is 10 working days.
During the year the Council received xx number of invoices totalling £. 
The number of disputed invoices* were XX
Council paid xx invoices totalling £xx.
The Council paid xx invoices within the 30 day target.
The Council paid xx invoices within the 10 day target.
The Council paid xx invoices outside of the 30 day target. 
The average number of days taken to pay suppliers during the year was xx days.
*Reasons for a disputed invoice include: Invoice not for correct sum; Invoice does not include the date, supplier name, contact details or bank details; Invoice does not quote relevant Purchase Order.
Councils should ensure that in the case of a disputed invoice, the supplier is informed as soon as possible that the invoice is disputed and the reason why. Continuous efforts should be made until the matter is resolved.
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