
 

 
 
Association of Accounting Technician’s response to the 
Crown Commercial Service & Cabinet Office consultation on 
Prompt Payment by Government Suppliers 
 
The Association of Accounting Technicians (AAT) is pleased to have the opportunity to respond to 
this consultation. 
 
The Prompt Payment Code (PPC) 
 
AAT is proud to be a signatory to the PPC and believes it not only sets a good example to AAT’s customers 
but to AAT members and staff.  
 
However, the effectiveness of the code is being undermined by the fact it is being signed by two types of 
organisations - those who already took this issue seriously and were unlikely to have had any issues with 
payment practices in the first place and those who believe that because it is voluntary it can be signed but 
does not have to be taken seriously, e.g. Carillion  

  
If Government is serious about improving UK payment practices, AAT suggests that the code be put on a 
statutory footing for all listed companies and a year later, all companies employing more than 250 
employees, including Government departments. 
 
The code should also be updated to require all payments to be made within 30 days rather than the current 
60 days with a subsidiary commitment to “work towards paying within 30 days.” 
 
Options 
 
Turning specifically to the contents of this consultation, AAT believes it is fair and reasonable to exclude 
suppliers from major government procurements if they cannot demonstrate a fair, effective and responsible 
approach to payment in their supply chain management. 
 
Of the two options identified, where an assessment of whether the bidder demonstrates a fair, effective and 
responsible approach to payment in its supply chain management might be appropriate under the Public 
Contract Regulations 2015 (PCRs), the first option appears more administratively straightforward than the 
second but as the Government notes, neither comes without some form of additional administrative burden. 
It should also be noted that dealing with PCRs is not something that AAT has much experience of and whilst 
AAT is able to submit a view it recognises that decisions about which option is best are likely to be based on 
the responses on those with more experience in this area. 
 
Evidence 
 
With regard to evidence, page 9 of the consultation document states that, “The Government recognises that 
not all suppliers will be covered by the payment reporting requirement or will be signatories to the Prompt 
Payment Code. No bidder should be disadvantaged in these circumstances.”  This seems somewhat at odds 
with the supposedly overriding commitment to exclude suppliers from major government procurements if 
they cannot demonstrate a responsible approach to prompt payment. 
 
The only situation where this might be appropriate is where a company has been newly established and 
therefore has no track record but even here, there is no reason why they cannot immediately sign up to the 
PPC. Similarly, where a consortium or separate legal entity such as a Special Purpose Vehicle has been 
created to bid, then the contracting authority simply needs to consider the payment performance of its 
constituent members. Government should reconsider this issue and look at ensuring that a company signing 
the PPC should be a minimum expectation. 
 
 
 
 



 

 
Failure to pay 95% of payments within 60 days over two consecutive six month periods  
 
This is not an appropriate measure as it appears to be too generous. It provides little benefit to SMEs, many 
of whom are solely reliant on such payments, with others largely so.  
 
Consider that last year all major supermarkets in the UK reduced their maximum payment terms for SMEs to 
7 days or less. In an advanced economy in the 21st century, there is simply no justification for delaying 
payment for up to 60 days. 
 
Furthermore, it is worth noting that in March 2010, government announced that all departments would aim to 
pay 80% of undisputed invoices within 5 working days, an adjustment to a 2008 ambition to pay 90% of 
invoices within 10 working days. At the same time, it was confirmed that all departments would require their 
contractors (on all new contracts) to pay subcontractors within 30 days. 
 
Given that 30 days is broadly accepted as a reasonable maximum, there is no reason why the benchmark 
shouldn’t be reduced from 60 days to 30.  
 
Applying this measure to contracts valued above £5 million per year 
 
AAT agrees that the £5 million per annum per contract (rather than total contract value) threshold is 
appropriate.  
 
Giving subcontractors greater access to the contracting authority to make them aware of significant 
payment issues? 
 
Stipulating that prime suppliers will be required (through an appropriate contract condition) to provide contact 
details for the contracting authority would be a quick, simple and administratively straightforward mechanism.  
 
Such a change would certainly help raise awareness about how to contact the contracting authority if 
payment issues are faced and this change would therefore be welcome. 
 
About AAT 
AAT is a professional accountancy body with approximately 50,000 full and fellow members and over 90,000 
student and affiliate members worldwide. Of the full and fellow members, there are more than 4,250 licensed 
accountants who provide accountancy and taxation services to over 400,000 British businesses.  

 
AAT is a registered charity whose objectives are to advance public education and promote the study of the 
practice, theory and techniques of accountancy and the prevention of crime and promotion of the sound 
administration of the law. 

 
Further information 
If you have any queries, require any further information or would like to discuss any of the above points in 
more detail, please contact Phil Hall, AAT Head of Public Affairs & Public Policy at: 

 
E-mail: phil.hall@aat.org.uk Telephone: 07392 310264 Twitter: @PhilHallAAT 

 
Association of Accounting Technicians, 140 Aldersgate Street, London, EC1A 4HY  
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