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Background to the consultation
The problem
Late payments remain a persistent and damaging issue for UK businesses, costing the economy nearly £11 billion annually and forcing the closure of 38 businesses every single day. Over 1.5 million businesses are affected, with the impact felt most acutely by small firms, where delayed payments can threaten not just growth but survival.
Healthy cash flow is vital for business survival and growth, enabling payment of staff, bills, and investment in innovation. Late payments disrupt cash flow, damage productivity, and can lead to business closures, particularly for SMEs, which have limited financial buffers.
Late payment issues fall into four interrelated categories:
1. Late payments – invoices not paid within agreed terms.
2. Long payment terms – agreements extending beyond 60 days.
3. Disputed payments – delays due to disagreements over goods/services.
4. Unfair retention practices – especially in construction, where withheld payments may be delayed, reduced, or lost.
Policy objectives
The proposals aim to:
· Improve business-to-business (B2B) payment behaviour.
· Ensure fair, prompt payments.
· Address the root causes of late payment culture.
Existing measures & reforms
· Legislation like the 1996 Construction Act and 1998 Late Payment Act laid the foundation for fair payment terms.
· Prompt Payment Code (2008) and the Small Business Commissioner (SBC) (2017) aimed to improve practices through voluntary standards and dispute resolution.
· Reporting Regulations (2017) require large firms to disclose payment practices biannually.
· Fair Payment Code (2024) replaced the Prompt Payment Code with a tiered award system to recognise prompt payers.
· Public procurement reforms require faster payment to suppliers, especially SMEs.
Wider reforms since 2024 (Labour Government)
· Emma Jones CBE appointed as the new Small Business Commissioner.
· Businesses now required to report payment performance in annual reports.
· Greater transparency and board-level oversight of payment behaviour.
Proposed legislative measures
1. Board-level oversight
· Require audit committees to scrutinise payment performance and provide feedback in annual reports.
· SBC to correspond directly with company boards on performance issues.
2. Maximum payment terms
· Amend law to cap all B2B payment terms at 60 days (with future reduction to 45 days under consideration).
3. Invoice dispute deadlines
· Require all invoice disputes to be raised within 30 days; otherwise, payment is due in full.
4. Mandatory statutory interest
· Businesses must pay statutory interest on late payments – no negotiation on reduced rates.
5. Reporting on statutory interest
· Businesses must report on interest liabilities to increase transparency.
6. Financial penalties for persistent late payers
· SBC empowered to fine firms based on data showing repeated late payments and unpaid interest.
7. Enhanced SBC Powers
· SBC to gain powers for investigations, arbitration, enforcement, and verifying data accuracy in reporting.
8. Construction sector reform
· Amend construction law to either ban retention clauses or protect retention funds from insolvency and abuse.


SNIPEF’s initial view
It should be welcomed that the government intends to tackle late payments and improve supply chain fairness. These proposals are a long-overdue step forward, and it’s encouraging to see a focus on stronger enforcement, transparency, and statutory protections.
However, from SNIPEF’s perspective, and one where we primarily represent micro and small businesses, the proposals still miss the mark in key areas. 
While large companies are ‘often’ compliant, the real issue often lie with medium contractors (which are sub contracted by the large companies), who frequently delay payments, misuse retentions, and create unfair conditions for smaller subcontractors. These firms are often below the reporting threshold, yet control cash flow to those further down the chain.
I can understand the government’s reluctance to increase regulation on smaller businesses, especially given wider economic pressures. However, excluding mid-sized contractors from stricter oversight risks protecting those causing the most harm.
To be honest, voluntary codes alone won’t change behaviour in construction. We need proportionate but enforceable obligations on all firms acting as principal contractors, regardless of size, and stronger protections around retentions.
I do think these reforms are a good start, but more is needed to ensure smaller businesses are genuinely paid fairly and on time.

















Consultation
Questions 1-8 cover name and organisation
Measure 1: Audit committees and board-level scrutiny of large company payment practices
In September 2024, the government reaffirmed commitments to legislate on audit committees and other board level responsibilities to improve payment practices. The government believes further positive change could be achieved by increasing discussion and scrutiny of large companies’ payment practices at board level.
We would welcome views on how government could best achieve this in the future with proportionate regulatory burden. For example:
a) Ensuring audit committees or company boards, where companies have them, provide commentary and make recommendations regarding payment performance to company directors before the data is submitted to government and included in the director’s report. This would include data provided as part of the Reporting on Payment Practices and Performance Regulations 2017, and any interest on late payment liabilities.
b) Ensuring the Small Business Commissioner writes to audit committees and company boards, where companies have them, when both assuring payment performance reporting and when investigating any other matter relating to a companies’ payment practices.
We would welcome your views on these ideas, including the likely positive effects, costs, or any unintended negative consequences. We would also welcome other additional ideas to encourage greater discussion of payment practices at board level.
· Q9a. To what extent do you agree that Audit Committees, where companies have them, should provide commentary and make recommendations to company directors before data is submitted to government and included in directors reports?
[Strongly agree / somewhat agree / neither / somewhat disagree / strongly disagree]
Strongly agree: Embedding payment performance oversight within Audit Committees is a proportionate and effective way to raise the visibility of payment behaviour at board level. This will help ensure senior leadership takes ownership of poor practices and drives cultural change from the top. Payment delays are often a strategic decision, not simply administrative failure, so board scrutiny and commentary before data is submitted is essential to hold organisations accountable.
· Q9b. To what extend do you agree that the Small Business Commissioner should write to audit committees and company board, where companies have them, when undertaking payment performance reporting assurance and when investigating any other matter relating to a companies’ payment practices? [Strongly agree / somewhat agree / neither / somewhat disagree / strongly disagree]
Strongly agree: The Scottish and Northern Ireland Plumbing Employers’ Federation believes that direct engagement by the Small Business Commissioner with audit committees and boards, where they exist, reinforces the importance of prompt payment, ensures issues are escalated to decision makers, and provides SMEs with greater confidence that concerns will be taken seriously.
· Q9c. Are there any potential unintended consequences or considerations that could happen if this measure was introduced?
[Yes / No]
Yes

· Q9d. Explain the reasons for your answer to question 9c.
The Scottish and Northern Ireland Plumbing Employers’ Federation notes that while the measure is positive, there is a potential risk of delay if additional layers of review slow down the reporting process. 

Measure 2: Maximum payment terms
The Late Payment of Commercial Debts (Interest) Act 1998 sets out rules for businesses payment times, including the right to statutory interest on late payments and sets out that payment terms beyond 60 days should be agreed by both parties and not “grossly unfair” to the supplier business. While small businesses can challenge terms that are “grossly unfair”, they often choose not to because they do not have the resources or means to do so. In certain circumstances, this has enabled larger businesses to take advantage of their negotiating power to impose very long payment terms on their smaller suppliers.
We intend to remove the facility to agree payment terms longer than 60 days. This will introduce a clearer limit to payment terms between UK businesses. The intention is to address a current negotiating imbalance between small and large businesses, whereby small businesses frequently feel compelled to agree very long payment terms in order to agree a contract. Furthermore, this proposal should help address possible incentives on large businesses to lengthen their standard payment terms to avoid the sanctions associated with paying invoices late, such as interest on late payments.
As part of this proposal, we also propose that the maximum payment terms limit should be reduced over time from 60 days to 45 days after 5 years, subject to further consultation, to further improve business cash flow.
· Q10a. To what extent do you agree that limiting UK payment terms to 60 days at a maximum will be effective in addressing the stated problem of long payment times?
[Strongly agree / somewhat agree / neither / somewhat disagree / strongly disagree]
Strongly agree. 
· Q10b. Explain the reasons for your answer to question 10a.
The Scottish and Northern Ireland Plumbing Employers’ Federation supports a maximum 60 day limit as an essential safeguard against excessively long payment terms. This measure will help ensure fairer treatment of small and medium sized enterprises in the plumbing and heating profession and improve cash flow stability across the supply chain.
Evidence from SNIPEF’s State of Trade surveys shows that late and extended payments remain a persistent challenge. In Q1 2025, 44% of businesses reported experiencing payment delays beyond their usual terms and 19% experienced more frequent incidents of non-payment. 
In Q2 2025, while there was some modest improvement, 38% of firms were still not being paid within their usual terms and 11% continued to experience higher non-payment incidents. These figures demonstrate the ongoing vulnerability of businesses to delayed payments, and a statutory 60 day limit would provide vital certainty and protection.
However, there also needs to be clarity on when the 60-day period begins. In the construction sector, payment schedules are often linked to the completion of a full site or project stage, rather than the date of invoice or completion of a subcontractor’s specific work. This can extend payment times far beyond 60 days in practice. SNIPEF therefore recommends that the 60-day period should begin from the date of invoice or verified completion of the subcontractor’s works, whichever occurs first, to avoid the unintended consequence of further delaying payments to small and specialist firms.

· Q10c. Are there any potential unintended consequences or considerations that should be taken into account for the introduction of this measure?
[Yes / No]
Yes
· Q10d. Explain the reasons for your answer to question 10c.
The Scottish and Northern Ireland Plumbing Employers’ Federation recognises that while a statutory 60 day maximum will provide important protection, there is a risk that some businesses may begin to treat 60 days as the “default” rather than aiming for shorter terms. It will therefore be important to encourage best practice of 30 day payments wherever possible, to ensure that the measure does not inadvertently lengthen payment times for firms currently on better terms.
· Q10e. What exemptions, if any, do you think should apply and why – for example, in specific sectors or in particular circumstances?
The Scottish and Northern Ireland Plumbing Employers’ Federation does not believe that there should be broad exemptions which could undermine the principle of fair and timely payment.
However, any new exemptions to a 60 day limit should therefore be tightly controlled to avoid compounding the negative impact of retention on cash flow and investment in the plumbing and heating profession.







Measure 3: A deadline for disputing invoices
There are 3 common ways in which companies can delay payments to suppliers to extend their own cash flow cycle at the expense of their suppliers:
1. Through paying an invoice late
2. By extending payment terms
3. By disputing an invoice just before the payment deadline approaches.
With the introduction of stronger measures to tackle late and long payments, some businesses may look to dispute invoices close to the payment deadline to put the payment on hold.
We intend to address this potential issue through introducing a deadline of 30 days for a dispute to be raised. Businesses that wish to raise a dispute would need to do so within 30 days of receiving an invoice. Businesses that raise a dispute after 30 days will be required to pay invoices in full within agreed payment terms, with late payments accruing statutory interest.
· Q11a. To what extent do you agree that introducing a 30-day time limit on the ability for businesses to dispute invoices will be effective in addressing the stated problem of the deliberate disputing of invoices to extend payment times? [Strongly agree / somewhat agree / neither / somewhat disagree / strongly disagree]
Strongly agree
· Q11b. Explain the reasons for your answer to 11a.
The Scottish and Northern Ireland Plumbing Employers’ Federation supports a 30 day time limit for invoice disputes as a proportionate measure to prevent companies from using spurious or prolonged disputes as a tactic to delay payment. 
This will provide greater certainty for SMEs in the plumbing and heating profession and reduce a common cause of damaging cash flow disruption. Evidence from SNIPEF’s State of Trade surveys shows that late and extended payments remain a significant challenge. 
In Q1 2025, 44% of members reported payments delayed beyond their usual terms and almost one in five experienced more frequent incidents of non-payment. In Q2 2025, 38% were still not being paid within their terms and 11% continued to face higher incidents of non-payment. 
Limiting the window for disputes will help prevent these payment issues from being exacerbated through deliberate delaying tactics.

· Q11c. Are there any potential unintended consequences or considerations that should be taken into account for the introduction of this measure?
[Yes / No]
Yes

· Q11d. Explain the reasons for your answer to question 11c.
The Scottish and Northern Ireland Plumbing Employers’ Federation recognises that while a 30 day limit on invoice disputes is an important safeguard, there is a risk that genuine and complex disputes may not always be fully resolved within this timeframe. 
It will therefore be important to ensure that the measure is implemented with clear guidance, so that legitimate disputes can be managed fairly while still preventing the misuse of disputes as a means of delaying payment. 
SNIPEF agrees that any known disputes regarding invoices should be raised within 30 days. However, it is important to distinguish between invoice disputes and defects arising during a standard defects liability period, which are separate contractual matters. 
Defects that appear later should be managed under retention and rectification provisions, and should not be confused with disputes over the validity of an invoice. Clarifying this distinction in guidance will help avoid confusion and ensure the new 30-day rule applies only to invoice disputes, not post-completion defect issues.

· Q11e. Are there more effective ways the government could prevent frivolous disputing of invoices?
The Scottish and Northern Ireland Plumbing Employers’ Federation believes the government could strengthen deterrence against frivolous disputes by requiring companies to record and report the number and value of invoices disputed, together with the reasons given. 
Clearer disclosure would help identify patterns of poor practice and hold large businesses accountable. In addition, empowering the Small Business Commissioner to investigate repeated or unjustified use of invoice disputes would provide SMEs with further assurance that payment will not be unfairly delayed.

Measure 4: Mandatory statutory interest
The Late Payment of Commercial Debt Act 1998 enables businesses to charge interest when an invoice is late. However, in practice, small businesses are reluctant to ask larger business for interest on late payments because they do not want to damage their relationships. Furthermore, there are also examples where larger businesses will set out standard terms which include payment of interest at a low percentage rate.
In order to increase the incentive to pay invoices on time, this proposal looks to repeal the provisions within the 1998 Act which allow parties to avoid the right to statutory interest or to vary the interest rate that is charged.
This will mean that all qualifying contracts will require the payment of interest after the agreed payment term has passed without exception and parties will not be able to offer an alternative remedy. The proposal will make it mandatory for businesses that pay their suppliers late to compensate their suppliers using the statutory interest rate set at 8% above the Bank of England base rate. Businesses will no longer be able to negotiate different compensation rates for late payments.
· Q12a. To what extent do you agree that all qualifying contracts being subject to mandatory statutory interest on their late payments without exception will address the stated problem and help incentivise paying on time?
[Strongly agree / somewhat agree / neither / somewhat disagree / strongly disagree]
Strongly agree
· Q12b. Explain the reasons for your answer to question 12a.
The Scottish and Northern Ireland Plumbing Employers’ Federation supports the introduction of mandatory statutory interest on all qualifying contracts as an effective way to incentivise timely payment. 
At present, many SMEs are reluctant to pursue interest charges for fear of damaging commercial relationships, while some larger companies impose alternative terms that reduce or negate the deterrent effect. 
Making statutory interest automatic and non-negotiable would level the playing field, strengthen the deterrent against late payment, and provide SMEs with fair compensation when delays occur. 
The key challenge will be ensuring this is actually enforced in practice. Many SMEs are unlikely to pursue unpaid interest themselves, so enforcement mechanisms will be critical to make this measure meaningful.
While SNIPEF supports making statutory interest mandatory as an effective deterrent against late payments, the proposal will only succeed if compliance is properly enforced. Many small and micro businesses are unlikely to have the resources or governance structures, such as audit committees, to ensure adherence to these rules. Clear guidance and proportionate monitoring will therefore be required, particularly through the Small Business Commissioner to ensure that all businesses, regardless of size, fulfil their statutory interest obligations.

· Q12c. Are there any potential unintended consequences or considerations that should be taken into account for the introduction of this measure?
[Yes / No]
No answer
· Q12d. Explain the reasons for your answer to question 12c.
 
Measure 5 : Additional reporting on statutory interest
Under the Reporting on Payment Practices and Performance Regulations 2017, large businesses must publish key payment performance information through GOV.UK, including the company’s average time to pay, standard payment times and the percentage of payments paid late. There is currently no need to publish the amount of interest that large businesses pay or owe to their suppliers for late payment.
We propose amending the Reporting on Payment Practices and Performance Regulations 2017 to require qualifying businesses to report certain information relating to the payment of statutory interest. This would include a requirement to report the total statutory interest the qualifying company owed to its suppliers and the total statutory interest the company has paid out to suppliers in any given reporting period. There should be minimal impact on large reporting businesses required to report under the Reporting on Payment Practices and Performance Reporting Regulations as businesses should be able to easily calculate their statutory interest liabilities in line with proposed changes to make the statutory rate of 8% above the Bank of England base rate mandatory.
This policy measure will further increase transparency around large companies’ payment behaviour. In particular it will highlight the level of interest large companies owe and the extent to which large companies are adhering to proposed changes to rules regarding statutory interest.
· Q13a. To what extent do you agree that requiring businesses that report under the Reporting on Payment Practices and Performance Regulations 2017 to report how much interest they owe and pay to their suppliers as a result of late payments will help incentivise reporting businesses to improve their payment practices? [Strongly agree / somewhat agree / neither / somewhat disagree / strongly disagree]
Strongly agree
· Q13b. Explain the reasons for your answer to question 13a.
The Scottish and Northern Ireland Plumbing Employers’ Federation agrees that requiring businesses to report on the value of statutory interest owed and paid will strengthen transparency and incentivise improved payment practices. Publishing this data alongside other payment metrics would allow stakeholders to perform a simple reasonableness test, comparing the scale and frequency of late payments with the level of interest actually paid. This would make it easier to identify whether statutory interest obligations are being properly applied.
SNIPEF also believes that this data could form part of companies’ statutory audits. Requiring auditors to review and verify these figures would enhance confidence in the reported data and ensure consistency between reported performance and financial accounts. Including this within audit scope would further embed responsible payment practices at board level and align with the wider reforms to improve payment culture in the UK.

· Q13c. Are there any potential unintended consequences or considerations that should be taken into account for the introduction of this measure?
[Yes / No]
Yes
· Q13d. Explain the reasons for your answer to question 13c.
Government should ensure that published data is clearly benchmarked and that repeated poor performance triggers follow-up action by the Small Business Commissioner. 


Measure 6: Financial penalties for persistent late payers
Under the Reporting on Payment Practices and Performance Regulations 2017 businesses are required to publish the percentage of payments made late. While the Reporting on Payment Practices and Performance Regulations 2017 has improved transparency around the payment behaviour of large businesses, there are currently no sanctions for businesses with a high percentage of late payments.
Under this measure, we propose to give the Small Business Commissioner powers to take enforcement action through financial penalties on large businesses that consistently pay their suppliers late. We propose that the data submitted by businesses under the Reporting on Payment Practices and Performance Regulations 2017 would be used to identify companies that persistently pay late. The government proposes establishing a ‘trigger point’ (for example, companies that report that they have paid 25% of their suppliers late) at which point the Small Business Commissioner can investigate the circumstances of the company in question and, where appropriate, enforce a financial penalty. The investigation would consider any mitigating circumstances, past performance, and any evidence that the company will be changing their future payment practices.
The scale of the financial penalty would be based on businesses’ unpaid statutory interest liability. For example, twice the amount of statutory interest owed in the last reporting period.
· Q14a. To what extent do you agree that introducing financial penalties for large businesses persistently paying their suppliers late will address the stated issue and incentivise reporting businesses to pay on time?
[Strongly agree / somewhat agree / neither / somewhat disagree / strongly disagree]
Strongly agree
· Q14b. Explain the reasons for your answer to question 14a.
The Scottish and Northern Ireland Plumbing Employers’ Federation supports the introduction of financial penalties for large businesses that persistently pay their suppliers late. Evidence from SNIPEF’s State of Trade surveys shows that late and extended payments continue to affect a significant proportion of members, with between 38% and 44% reporting payment delays in the first half of 2025.
Existing transparency requirements alone have not been sufficient to change behaviour. Financial penalties would provide a direct and enforceable incentive for businesses to improve their practices, ensuring that SMEs receive payments on time. 
If possible, existing reporting data could be used to trigger investigations to ensures the system remains targeted and proportionate. 





· Q14c. Are there any potential unintended consequences or considerations that should be taken into account for the introduction of this measure?
[Yes / No]
Yes

· Q14d. Explain the reasons for your answer to question 14c.
The Scottish and Northern Ireland Plumbing Employers’ Federation recognises that while financial penalties are necessary to deter persistent late payment, there is a risk that some large businesses may attempt to offset the cost of penalties by increasing prices, tightening contractual terms or shifting risk onto smaller suppliers. 

· Q14e. To what extent do you agree that linking financial penalties for consistently late-paying businesses to their unpaid statutory interest liabilities is a proportionate and effective approach?
[Strongly agree / somewhat agree / neither / somewhat disagree / strongly disagree]
Strongly agree

· Q14f. Explain the reasons for your answer to question 14e.
The Scottish and Northern Ireland Plumbing Employers’ Federation supports the proposal to link financial penalties for persistently late-paying companies to their unpaid statutory interest liabilities, as this is a proportionate and evidence-based approach. Using reported data to calculate penalties will help ensure objectivity and create a clear financial incentive for businesses to improve their payment practices.
However, it is essential that the imposition of a financial penalty does not replace or offset the obligation to pay the underlying statutory interest owed to suppliers. Any business subject to a penalty should still be required to pay all outstanding interest due, ensuring that affected suppliers receive the compensation they are legally entitled to while the penalty itself serves as an additional deterrent to poor payment behaviour.

Measure 7: Additional powers for the Small Business Commissioner, including assurance of payment reporting data
The performance of the Small Business Commissioner was reviewed in 2023 as part of a statutory review conducted under section 10 of the Enterprise Act 2016 and subject to a public consultation. The review considered the performance and effectiveness of the Small Business Commissioner.
Responses to the consultation showed that while there was continued support for maintaining the role of a Small Business Commissioner, a substantial number of respondents to the consultation said that the Small Business Commissioner has had limited impact in general on business relationships. The reasons for this included:
· insufficient power - the Small Business Commissioner has insufficient enforcement powers to support small businesses with complaints and investigate poor payment practices
· low awareness – limited awareness of the Small Business Commissioner has reduced impact
· lack of cultural change to date - the practices of some businesses needed to change, with some respondents suggesting a stronger statutory framework for payment times backed up with financial penalties
The government proposes to give a range of additional powers to the Small Business Commissioner to support small businesses with payment disputes and improve the payment culture in the UK. This would expand its existing remit which is limited to supporting small businesses in late payment disputes with larger businesses. Under the new powers, arbitration of payment disputes would continue to be limited to small businesses contracting with larger businesses However, the proposed new powers will enable the Small Business Commissioner to investigate and address a range of unfair payment practices by large companies.
Alongside broader powers we also propose giving the Small Business Commissioner the power to investigate the accuracy of data submitted by large companies under the Reporting on Payment Practices and Performance Regulations 2017. The power to compel disclosure of evidence to assure data submitted is accurate does not exist currently. New powers for the Small Business Commissioner to verify data submitted will improve the accuracy and quality of the data being reported. We propose the Small Business Commissioner is empowered to undertake ‘spot checks’ on companies that report, and in cases where information and intelligence suggest assurance of payment performance data may be warranted.
To ensure that the new powers are proportionate and operate effectively, the proposed approach will learn from and adapt the approach taken by the Pubs Code Adjudicator and Groceries Code Adjudicator. This includes the powers to compel relevant businesses to provide certain information to the Small Business Commissioner for the purposes of an investigation, which it currently does not possess. Additionally, the government believes the Small Business Commissioner can play a greater role in supporting businesses to resolve payment disputes through alternative dispute resolution in the way the Pubs and Groceries Code Adjudicators do well.
The new proposed powers for the Small Business Commissioner include the:
· ability to launch investigations into unfair payment practices based on anonymous or publicly available information, in addition to existing investigation powers, where there is a failure to meet certain legal obligations in relation to payments
· power to compel disclosure of relevant information by companies in investigations and payment disputes
· power to arbitrate disputes and make arbitration awards in relation to money owed and statutory compensation and interest due, subject to appeal at an appropriate body
· power to take enforcement action through financial penalties to companies that refuse requests for information, fail to adhere to Small Business Commissioner judgements, or persistently breach their legal obligations relating to payments
· power to investigate the accuracy of data submitted by large companies under the Reporting on Payment Practices and Performance Regulations 2017
· Q15a. To what extent do you agree that the introduction of the new powers for the Small Business Commissioner will be effective in improving compliance and enforcement of new and existing regulations around payments?
[Strongly agree / somewhat agree / neither / somewhat disagree / strongly disagree]
Strongly agree
· Q15b. Explain the reasons for your answer to question 15a.
The Scottish and Northern Ireland Plumbing Employers’ Federation supports the introduction of new powers for the Small Business Commissioner to improve compliance and enforcement of payment regulations. 
At present, many SMEs lack confidence that late or unfair payment practices will be effectively challenged. Giving the Commissioner the ability to compel disclosure, verify data accuracy, arbitrate disputes, and impose financial penalties will strengthen accountability and provide a credible enforcement mechanism.  
SNIPEF notes, however, that some of the proposed powers, particularly those related to arbitration, will not apply to the construction sector, which already operates under the adjudication framework set out under other legislation.  
Nevertheless, it is essential that the construction sector remains fully within scope for the Commissioner’s broader investigative and enforcement powers. The SBC should have authority to examine systemic poor payment practices, inaccurate reporting, or persistent delays within construction supply chains, ensuring that these new measures deliver consistent improvement across all sectors.

· Q15c. To what extent do you agree that the introduction of the new powers for the Small Business Commissioner will enhance its ability to support small businesses to resolve payment disputes?
[Strongly agree / somewhat agree / neither / somewhat disagree / strongly disagree]
Strongly agree
· Q15d. Explain the reasons for your answer to question 15c.
The Scottish and Northern Ireland Plumbing Employers’ Federation believes that granting the Small Business Commissioner new powers will enhance its ability to support small businesses in resolving payment disputes. 
Plumbing and heating firms are often reluctant to challenge late payment practices directly with larger clients for fear of harming commercial relationships. Stronger investigatory powers, the ability to compel information, and the option to arbitrate disputes will provide SMEs with a trusted, independent route to resolution. 

· Q15e. Are there any potential unintended consequences or considerations that should be taken into account for the introduction of this measure?
[Yes / No]
Yes
· Q15f. Explain the reasons for your answer to question Q15e.
There is a risk that some small firms may be cautious about engaging with the Commissioner if they fear damaging existing business relationships. To be effective, the new powers must be supported by clear guidance and communication so that SMEs feel confident in using the service.  
Other changes to payment performance reporting
Under the Reporting on Payment Practices and Performance Regulations 2017 large companies are required to publish key payment performance information twice a year on GOV.UK. Separate to this consultation, we are taking forward legislation which will require large businesses to include key payment information in their annual reports, which are published annually. This measure is intended to further improve transparency and encourage more meaningful scrutiny and discussion of payment performance by company boards or audit committees.
We want to reduce the duplication and streamline the reporting requirements to make it easier for large businesses to fulfil both obligations. We are therefore also considering changing the Reporting on Payment Practices and Reporting Regulations 2017 so that large businesses will only report once a year. This should reduce administrative costs and better align with measures being introduced to require large businesses to include their payment information in their annual reports.
We also want payment performance information to inform company board and audit committee decision-making, highlighting poor performance and helping large businesses take steps towards improvement. Including this information in annual reports will help with this, alongside the FRC reviewing their audit committee guidance, but we also want to consider other actions that could support this.
· Q16a. To what extent do you agree that the requirement for businesses to report under the Payment Practices and Performance Reporting Regulations should be changed from twice a year to once a year?
[Strongly agree / somewhat agree / neither / somewhat disagree / strongly disagree]
Somewhat agree
· Q16b. Explain the reasons for your answer to question 16a.
The Scottish and Northern Ireland Plumbing Employers’ Federation supports the proposal to move to annual reporting, provided this information is integrated into companies’ year-end accounts and subject to the statutory audit process. 
Aligning payment performance reporting with audited financial statements would help strengthen assurance, reduce duplication, and provide a consistent, verified dataset for stakeholders to assess company behaviour.
We believe that reporting once a year, if properly audited and published within annual accounts, would strike a fair balance between maintaining transparency and reducing administrative burden. This approach would also help embed payment performance as part of wider corporate governance and board oversight, encouraging businesses to treat timely payment as a core financial responsibility rather than a standalone compliance exercise.

Measure 8: Use of retention clauses in construction contracts
This proposed measure is relevant to any party to a construction contract.
Ensuring prompt and fair payment has long been a challenge in the construction sector, with poor payment practices resulting in significant negative impacts on small businesses in the supply chain. This includes the long-established contractual practice of retention payments.
The purpose of withholding retentions is to ensure performance and provide security against defective work, or the insolvency of businesses in the supply chain. A retention is a percentage of the contract value (typically 3 to 5%), withheld by the paying business over the duration of the project and for a period post-completion. It is customary that the first half of the retention is released back to the supplier at project completion, and that the other half is released following the expiry of a defects liability period (typically 12 to 24 months) for the project. This form of surety is widely used in relation to smaller suppliers (sub-contractors), which struggle to obtain surety alternatives such as performance bonds.
Retention payments can be subject to late, partial or non-payment for the supply chain, or permanently lost through upstream insolvency. In addition, payment release mechanisms are often linked to dates that are not explicitly related to the completion of a supplier’s work. This can benefit those who retain the retention and have a negative impact on the supplier, as the amount held at any one time across all contracts can be significant. The underlying incentives for businesses to use retentions include maintaining cash flow in an industry which averages 1 to 2% profit margins, and because there is no requirement to ring-fence retentions, which would prevent these being used for working capital.
The impacts of poor retention payments practices, and the risk of non-payment due to insolvency, include higher business overheads, weakened relationships throughout the construction supply chain, and increased costs of construction projects, as firms price in the risk of losing retentions, all of which constrain business growth.
The Housing Grants, Construction and Regeneration Act 1996 created a specific payment and dispute resolution framework for the construction sector, intended to ensure fair and prompt payment through the supply chain, and the right to dispute resolution via adjudication. However, the Act does not address the problems associated with retentions, including the protection of these during insolvency, or from delayed, partial or non-payment.
A legislative measure would amend Part 2 of the Housing Grants, Construction and Regeneration Act 1996, to introduce requirements on the use of retention clauses under construction contracts. This would either prohibit the use of retention clauses or require the protection of retention sums deducted and retained.
Either proposed measure aims to prevent the non-payment of retentions due to upstream insolvency of the payer, and to reduce unjustified late, partial or non-payment of retentions due to poor payment behaviour from the payer.
Both options presented here are considered viable, and the cost calculations and the assessment of their effectiveness will be reviewed based on information received from the consultation.
Prohibiting the use of retention clauses in construction contracts
This proposed measure would prohibit the use of retention clauses in construction contracts.
It would amend the Housing Grants, Regeneration and Construction Act 1996, to make it unlawful for payers to deduct and withhold retention sums from payments to payees.
Payers could choose to seek alternative forms of insurance or surety, but this would not be mandated.
The measure will be implemented for new construction contracts after a prescribed date, which will provide a transitional period for payers to adjust to the new requirements including management of working capital.
· Q17a. To what extent do you agree that prohibiting the use of retention clauses in construction contracts would be effective in addressing the stated problems associated with retention?
[Strongly agree / somewhat agree / neither agree or disagree / somewhat disagree / strongly disagree]
Strongly agree
· Q17b. Explain the reasons for your answer to question 17a.
The Scottish and Northern Ireland Plumbing Employers’ Federation has consistently highlighted the damaging effect of retentions on SMEs in the plumbing and heating profession. 
Retentions act as a form of delayed payment, tying up cash flow that firms need to reinvest, train apprentices and deliver projects efficiently. Evidence from members shows that retentions are often released late, partially, or not at all, particularly in cases of upstream insolvency.
Prohibiting retention clauses would directly address these problems, remove a long-standing source of unfairness in the supply chain, and encourage the use of modern, fairer alternatives such as performance bonds or insurance. 
This reform would create greater certainty, strengthen resilience, and support sustainable growth across the construction sector.








· Q18. Under a prohibition on the use of retention clauses in construction contracts, what alternative measures would a payer seek to ensure performance and quality from a supplier? Explain the reasons for your answer.
The Scottish and Northern Ireland Plumbing Employers’ Federation believes that payers would seek assurance of performance and quality through alternative measures that are more transparent and proportionate than withholding payments, including performance bonds, staged or milestone-based payments linked to verified progress, and clear defect liability procedures. 
These are already in use across the sector and provide a fairer balance of risk, ensuring quality standards are met without creating unnecessary cash flow pressures on SMEs in plumbing and heating. 
SNIPEF also believes that greater emphasis should be placed on the competence, licensing, and professionalism of operatives and/or contractors as a means of guaranteeing quality. Requiring contractors to hold appropriate qualifications and trade accreditations provides a more reliable assurance of performance than financial retentions.
Furthermore, reputable contractors have strong commercial incentives to maintain high standards, as poor-quality work directly affects their reputation and ability to secure future contracts.
By focusing on professional standards, quality assurance, and verified milestone payments, the sector can move toward a trust-based model that rewards competence and accountability rather than penalising smaller firms through withheld payments.

· Q19. What length of transitional period would be required for a payer to adjust to the ban measure? Explain the reasons for your answer.
The Scottish and Northern Ireland Plumbing Employers’ Federation believes that a transitional period of 12 months would be sufficient for payers to adjust to a ban on retentions. 
This timeframe allows large businesses to review contracts, adjust working capital management, and adopt alternative assurance mechanisms. 
Extending the transition beyond 12 months would only prolong the harm caused by retentions, which SNIPEF members have consistently identified in consultation responses as one of the most damaging forms of late payment. 

· Q20. Please provide an estimate and an explanation of any costs firms would incur as the result of prohibiting the use of retention clauses in construction contracts.
We do not have an estimate to provide
Introducing requirements to protect retention sums deducted and withheld under retention clauses in construction contracts 
This proposed measure would allow the use of retention clauses in construction contracts and require any retention sums withheld to be protected.
It would amend the Housing Grants, Regeneration and Construction Act 1996, to create the protection of retention sums for the benefit of the payee, and payers would have a choice of either segregating the retained sums in a separate bank account and protecting the sums through an instrument of guarantee (insurance or surety bond).
The measure will be implemented for new construction contracts after a prescribed date, which will provide a transitional period for payers to adjust to the new requirements including management of working capital.
It is envisaged that the measure would have these features:
· applicable to only the use of retention clauses in construction contracts (as defined by Part 2 of the Housing Grants, Construction and Regeneration Act 1996)
· where the construction contract makes no such provision for the required protection measure, the Scheme for Construction Contracts will imply relevant terms
· a single retention sum is only permitted to be deducted and withheld from the final payment in respect of works until the expiry of the applicable rectification period
· monies will be automatically segregated and held for the benefit of the payee when deducted and withheld
· the market will deliver provision of any bank account or instrument of guarantee
· a single bank account may be used with separate ledger records for each payee and each contract
· the retention sum is automatically released unless the required notification is made
· any interest earned on the retention sum is owned by the payee
· the payer will be required to keep accounting and records for all retention sums held for the payee, and make these available for inspection within a reasonable period of time and without charge
· the payer will be required to report to the payee on all retention sums held and the mechanism(s) of protection
· any disputes about the amount and timing of the release of retentions payments will be dealt with by existing dispute resolution processes
· Q21a. To what extent do you agree that requirements to protect retention sums deducted and withheld under retention clauses in construction contracts would be effective in addressing the stated problems associated with retention?
[Strongly agree / somewhat agree / neither agree or disagree / somewhat disagree / strongly disagree]
Somewhat disagree
· Q21b. Explain the reasons for your answer to question 21a.
The Scottish and Northern Ireland Plumbing Employers’ Federation recognises the intent to protect retention funds and reduce the risk of non-payment through insolvency or delay. However, we have concerns about the practicality and administrative burden of the proposed protection mechanisms.
Requiring separate, ring-fenced bank accounts or financial guarantees for each contract would be expensive, time-consuming, and unworkable in practice, particularly for SMEs operating across multiple concurrent projects. Contracts would need to be restructured throughout the supply chain, and the process of opening and maintaining dedicated bank accounts for each project would create significant administrative delays and costs.
Given the complexity of implementation and the challenges many small firms already face with cash flow and banking processes, SNIPEF believes this approach would impose disproportionate burdens and could unintentionally discourage participation in smaller projects. 

· Q22a. What would be the preferred mechanism of a payer to protect the retention sums?
[Segregated bank account / instrument of guarantee / mixture of both]
FYI: A segregated bank account is a dedicated account in which retention monies are held separately from the payer’s working capital, ensuring the funds are protected and available for release to the supplier. An instrument of guarantee is a financial product such as a performance bond or insurance-backed guarantee that secures the retention amount, providing assurance that payment will be made if contractual obligations are met.
Segregated Bank account
· Q22b. Explain the reasons for your answer to question 22a.
While SNIPEF recognises that both segregated accounts and bonds could offer stronger protection against non-payment, we are concerned about the high cost and limited availability of performance bonds and guarantees, particularly for small and specialist subcontractors.
In practice, many SMEs find that obtaining bonds involves greater complexity, making them an unrealistic option for smaller businesses. This could lead to a two-tier system in which only larger contractors can comply, while smaller firms face exclusion or reduced competitiveness.
For any protection mechanism to be effective, it must be affordable, administratively simple, and accessible to all tiers of the supply chain. SNIPEF would support a standardised, low-cost alternative, eg. a centralised retention trust or pooled protection scheme, rather than relying solely on expensive bond instruments.
· Q23. What length of transitional period would be required for a payer to adjust to the retention protection measure? Explain the reasons for your answer.
The Scottish and Northern Ireland Plumbing Employers’ Federation believes that a transitional period of 24 months would be sufficient for payers to adjust to the retention protection measure. This would allow businesses to set up segregated bank accounts or put in place appropriate instruments of guarantee, review their internal accounting practices, and ensure compliance with the new requirements. 
· Q24a. To what extent do you agree with the proposed features of the retention protection measure?
[Strongly agree / somewhat agree / neither agree or disagree / somewhat disagree / strongly disagree]
Somewhat agree
· Q24b. Explain the reasons for your answer to question 24a, including any further features to the design and operation of this retention protection measure that you would recommend.
The Scottish and Northern Ireland Plumbing Employers’ Federation welcomes the proposed features of the retention protection measure, particularly the segregation of monies, ownership of interest by the payee, and requirements for transparent reporting. These would provide greater security for SMEs and reduce the risk of retentions being lost through insolvency.
However, the measure still leaves retentions in place, meaning that cash flow will continue to be restricted for SMEs. While the proposed protections are a clear improvement on the current situation, SNIPEF’s strong preference remains for the prohibition of retentions, which is the only way to fully address the longstanding problems associated with this practice.

· Q25. Provide an estimate and an explanation of any costs firms would incur as the result of the introduction of a framework for protecting retention sums.
We do not have an estimate to provide
The next 2 questions apply to both options for the use of retention clauses in construction contracts.
· Q26. Are there any potential unintended consequences or considerations that should be taken into account for the introduction of either proposed measure for the use of retention clauses in construction contracts? Explain the reasons for your answer.
Government should provide clear guidance, monitor the practical operation of the chosen reform, and ensure that the costs of compliance rest with payers rather than suppliers. Above all, it is essential that reforms do not create new barriers or financial burdens for SMEs, which are the businesses most negatively impacted by retentions today.

· Q27. Do you have any further comments on either proposed measure for the use of retention clauses in construction contracts?
The Scottish and Northern Ireland Plumbing Employers’ Federation supports decisive reform to end the damaging impact of retentions on SMEs. While protecting retention sums would be an improvement on the current position, it would not resolve the core problem that retentions act as a form of delayed payment, restricting cash flow and creating uncertainty for businesses. SNIPEF’s clear preference is for prohibition of retentions, which would remove this practice entirely and bring the UK into line with international best practice.
In our previous consultation responses, including the 2023 Payment Practices and Performance Regulations review and the Scottish Law Commission’s Contract Law consultation, SNIPEF consistently highlighted that retentions are unfair, frequently withheld or lost through insolvency, and harmful to SME investment and growth. We have also argued that alternative mechanisms such as performance bonds, insurance-backed guarantees, and staged payment structures already exist and provide fairer, more transparent ways of ensuring quality and performance.
We therefore urge government to adopt a prohibition model with a 12-month transition period, ensuring that SMEs are no longer forced to bear the disproportionate risks and costs associated with retentions, and that the construction sector can move towards a modern, transparent and sustainable payment culture.

Miscellaneous
· Q28. Do you have any further comments on any elements of the proposals that might aid the consultation process as a whole?
The Scottish and Northern Ireland Plumbing Employers’ Federation (SNIPEF) believes that a significant risk with the proposed reforms is that large businesses, faced with tighter obligations and enforcement, may seek to shift the burden onto medium-sized contractors who currently fall outside the scope of regulation. 
In turn, these medium-sized firms may pass risk and cost pressures further down the supply chain to small and specialist subcontractors, including plumbing and heating businesses. This could manifest through more restrictive contractual terms or delays in payment, which would continue to damage the smallest firms who are already the most vulnerable to cash flow disruption.
To prevent this, government must ensure that reforms do not stop at the top tier of the supply chain. Large companies should be held accountable not only for their own payment practices, but also for the behaviour of the medium-sized subcontractors they directly employ. Where persistent late payment occurs further down the chain, the large contracting business should have a duty to intervene and correct these practices, as part of their supply chain responsibility.
In addition, the Small Business Commissioner should play a proactive role. Where the Commissioner receives complaints from small contractors about medium-sized companies, they should be compelled to escalate these cases to the large company overseeing the project. 
At the same time, the Commissioner should be tasked with compiling evidence of recurring poor practice among medium-sized firms. This evidence could then be used to inform future government reviews, with a clear signal that persistent misconduct by medium-sized firms may lead to closer monitoring and, if necessary, further legislation extending the scope of regulation.
We acknowledge that in these challenging times that we do not wish to add unnecessary administrative burdens on companies, many of which already demonstrate good payment practices. However, it is essential that in seeking to resolve one problem we do not create another. Close and proportionate monitoring of the reforms should help to prevent unintended consequences, ensuring that responsible businesses are not penalised while poor payment practices are effectively addressed.
In relation to retentions, whatever policy decision the government ultimately takes, whether prohibition or protection, it is essential that the chosen approach applies consistently to all companies engaged in construction contracts, regardless of size. This will help to ensure a level playing field across the supply chain and prevent loopholes that could allow poor payment practices to persist at lower tiers.
Finally, SNIPEF would like to stress that more than 50 years of voluntary approaches to improving payment practices, including on retentions, have not worked. Experience shows that without statutory duties and credible enforcement, poor payment practices simply persist and adapt to new contexts. 
If these reforms are to achieve the cultural change government intends, they must be backed by statutory requirements, active enforcement, and accountability across the entire supply chain, ensuring that SMEs finally receive the fair and timely payment they deserve.
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