
 

 

 

 

 
Late Paying Corporate Clients may by law be charged penalty interest 

 
Late payment or even long payment periods threaten the cash-flow and very survival of 
many businesses. In their Spring 2012 survey Business group ISME found that the 
average payment period for small and medium sized businesses was 71 days, with 40% of 
companies stating that they were experiencing delays on payments of three months or 
more. Late payments are currently governed by the EU Directive 2000/35/EC on 
combating late payments in commercial transactions (the “Rules”). Subject to any 
contractual terms to the contrary the key provisions are as follows: 

 

- If the date for payment is fixed, interest shall become payable from the day following 
such date or the end of the period for payment in the contract. The interest rate is the 
ECB rate plus 7%. 

- If the date or period is not fixed in the contract, interest becomes payable automatically 
30 days following date of receipt by the defaulting purchaser of the request for payment 
by the debtor. If the date of request for payment is uncertain it will be 30 days after the 
date of receipt of the goods or services. 

 
Quick Tips: 
 

• Know your own Payment Terms; 

• Ensure your Payment Terms are clear; 

• Incorporate your Payment Terms into each sale; 

• Take a deposit/ require staged payments;  

• Request any late Payment in writing; 

• Bill regularly; 

• Fix your maximum acceptable exposure and stick to it; 

• “Down Tools” where necessary; 

• Retain Ownership/withhold elements of your work/product until paid; 

• Remind corporate clients that late payment interest will accrue if they do not 
settle. 

 
Collecting your debts 
 
Where payment is not received within the agreed payment period, legal proceedings 
can be instituted against the debtor:  

 

1. First step; instruct your solicitor to send a formal demand in writing to the debtor;  

  

2. Where no satisfactory response is received, legal proceedings may be 
commenced; 

 

3. Decide the jurisdiction in which the case will be taken (it depends on the choice of 
law in your contract and the size of the debt –  In Ireland District Court deals with 
debts < €6,348, Circuit Court deals with debts < €38,092 and High Court deals with 
debts > than €38,092.);  



 

 

4. Upon expiry of the requisite time period for payment, an application is made to the 
Court office for Judgment; 

 

5. In the absence of a defence/dispute regarding the debt the courts will issue a 
Judgment Order against the debtor; 

 

6. Judgments take approximately one to two months to issue from the District and 
Circuit Courts and two to three months to issue from the High Court; 

 

7. Enforce the Judgement; 

 

8. Where a defence is submitted and the debt is disputed cost/benefit analysis will 
dictate whether you wish to proceed with a case; and 

 

9. Remember that legal costs for litigation tend to follow the award (i.e. the loser pays 
most/all legal costs of both parties)   

 
What remains important despite the proposed new Directive (discussed below) is that 
you ensure that all contracts concerning payment contain terms and conditions with 
regard to payment, interest rates applicable on late payments, deposits to be paid and 
the applicable jurisdiction to apply in the event of any disputes.  

 
Proposed Changes: 
 
The above Rules are set to change. In March of last year the EU introduced new rules 
to curb late payments – The Late Payments Directive 2011/7/EU which is expected to 
be in place by March 2013.  

 

The key provisions of the new Directive will be as follows: 

 

1. For Business-to-Business payments, the deadline is 30 days unless otherwise 
stated in the contract. If both parties expressly agree in the contract the payment 
period may be 60 days, provided it is not grossly unfair to the creditor. 

  

2. The standard deadline for payment for contracts involving public authorities is 30 
days (good news for those dealing with government agencies). 

  

3. Suppliers are entitled to interest where payments are not paid within the payment 
period.  The interest rate charged is at the statutory rate of 8% above the ECB 
interest rate. NB a lower interest rate can be agreed, provided it is not grossly 
unfair to the creditor. 

  

4. Suppliers are also entitled to recover compensation from defaulting purchasers (a 
minimum fixed amount of €40 together with any other reasonable costs incurred).  

  

5. Any clause in the contract which seeks to exclude interest for late payment is held 
to be grossly unfair and Member States are required to provide that such a clause 
is unenforceable or gives rise to a claim in damages.  



 

 

What is the significance of the new Directive? 
 
 

Up until now contracting parties have always been free to agree payment terms as they 
see fit. Numerous commercial contacts have a payment period in excess of 60 days so 
limiting payment periods to 30 or 60 days may impede the freedom to contract. However 
the new Directive is clearly intended to help creditors and will ultimately ease the cash-
flow burden on small and medium sized businesses. Public Sector bodies were 
highlighted by the Directive as being some of the worst offenders for late payments so 
bringing them into line with the private sector can only be viewed as a good thing for their 
suppliers. 

 
For further information please contact David Ryan by email davidryan@fod.ie or 
telephone: 01 6424256 or any other member of our team. 

This publication is published as a general guide and not as a detailed legal analysis. It 
should not be used as a substitute for professional advice based on the facts of a 
particular case.  
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