
 

 
 

 

 

Guidance: Electronic 
Invoicing and 
Payment 

February 2025 



 

 

Guidance on Electronic Invoicing and Payment 

What is electronic invoicing and payment? 

1. Part 4 (Management of Public Contracts) of the Procurement Act 2023 (Act) contains 
requirements relating to invoicing and payment. The Act requires contracting authorities to 
accept and process electronic invoices that are in a standardised form and sets out payment 
terms that apply to a broad range of public sector contracts and sub-contracts.  
 

2. Ensuring suppliers are paid properly for their work is essential to the successful operation of 
contracts. It is important that contracting authorities deal with invoices efficiently and 
effectively and pay their suppliers on time. Doing so benefits suppliers’ cash flow and liquidity, 
reduces their administrative costs, helps with audits and acts as an incentive for suppliers to 
bid for future public sector contracts. 

What is the legal framework that governs electronic invoicing and payment? 

3. The provisions on electronic invoicing and implied payment terms are included in: 
 

a. section 67 (electronic invoicing: implied term): this section provides that a term is implied 
into every public contract that requires contracting authorities to accept and process 
electronic invoices that are in the ‘required electronic form’ (see paragraph 13 below) 
and are not disputed; 
 

b. section 68 (implied payment terms in public contracts): this section provides that certain 
payment terms are implied into most public contracts (there are some exceptions); 
 

c. section 73 (implied payment terms in sub-contracts): this section provides that the terms 
set out in section 68 are implied into most ‘public sub-contracts’ (see paragraph 22 
below) (there are some exceptions); and 
 

d. section 88 (regulated below-threshold contracts: implied payment terms): this section 
provides the terms set out in section 68 are implied into every ‘regulated below-
threshold contract’ (as defined in section 84(1)) and every relevant sub-contract to a 
regulated below-threshold contract. 

What has changed? 

Electronic invoicing 

4. The Act does not change the fundamental requirement relating to electronic invoicing. The 
Public Procurement (Electronic Invoices etc.) Regulations 2019 amended the previous 
legislation to insert provisions requiring contracting authorities to include in their contracts 
suitable provisions requiring them to accept and process ‘electronic invoices’ (see paragraph 
13 below) that complied with the ‘European Standard’ (as defined) where the invoice is 
undisputed and complies with the standard on electronic invoicing (as defined). In the 
absence of suitable provisions in a contract, a term to that effect was implied into the contract. 
Section 67 of the Act has the same effect, by implying the term into contracts (without the 
requirement for contracting authorities to actually include the term, though it would be sensible 
to set it out in full in the contract).  



 

 

 
5. The previous regime does not mandate acceptance of electronic invoicing for below-threshold 

contracts.  

Payment 

6. Under regulation 113 of the Public Contracts Regulations 2015 (PCR), contracting authorities 
were required to include suitable provisions in all public contracts, which included below-
threshold contracts1, that required payment within 30 days from the day on which an invoice 
was regarded as valid and undisputed, together with various ancillary provisions, for example, 
to consider and verify invoices in a timely fashion. In the absence of any such provisions, a 
term was implied into the contract to reflect these requirements. These provisions were not 
included in the Defence and Security Public Contracts Regulations 2011, the Concession 
Contracts Regulations 2016 or the Utilities Contracts Regulations 2016.  

7. Section 68 of the Act implies payment terms into contracts (again, rather than requiring 
contracting authorities to actually include the terms) that have a similar effect to regulation 
113, although there are some differences, and extends these terms to every public contract 
that is not a concession contract or a contract awarded by a private utility or a school. The 
implied payment period in section 68(2) requires payment to be made by the contracting 
authority within 30 days of the day the invoice is received or, if later, by the day on which the 
payment becomes due in accordance with the invoice, provided the invoice is valid and not 
disputed, rather than (as under the PCR) the day on which the invoice is considered to be 
valid and undisputed. There is an intention to clarify the wording of section 68(2) to ensure this 
is the only way the provision can be interpreted.  Section 73 extends the implied payment 
terms to every public sub-contract that is not a contract for the performance of all or any part 
of a concession contract or a contract awarded by a private utility or a school.  

8. Section 88 implies the terms set out in sections 68 and 73 into regulated below-threshold 
contracts and to contracts that are wholly or substantially for the purpose of performing (or 
contributing to the performance of) all or any part of a regulated below-threshold contract (i.e. 
any relevant sub-contract). Further information on below-threshold contracts can be found in 
the guidance on below-threshold contracts.  

Key points and policy intent 

9. Contracting authorities should make sure those responsible for managing their contracts with 
suppliers properly communicate these requirements to those responsible for paying their 
invoices to ensure that suppliers are paid in accordance with the Act (and/or the contract). 
 

10. Contracting authorities should also ensure that suppliers are aware of how the contracting 
authority’s invoicing and payment systems operate.  For example, how and when to submit 
invoices, and that the supplier will be required to pay relevant sub-contractors within 30 days 
of receiving an invoice from the sub-contractor or,  by the day on which the payment falls due 
in accordance with the sub-contractor’s invoice, if that payment due date falls after the 30 day 
window described above. 

 
1 Under the Act, public contracts do not include below-threshold contracts (see section 3). 



 

 

Electronic invoicing 

11. Section 67 implies a term into every public contract that requires contracting authorities to 
accept and process electronic invoices provided they are in the required electronic form and 
not disputed by the contracting authority. Nothing in the contract between the supplier and the 
contracting authority can restrict or override this implied term.  
 

12. An electronic invoice is defined in section 67(3) as an invoice which is issued, transmitted and 
received in a structured electronic format that allows for its automatic and electronic 
processing.  

 
13. In 2018, a European e-invoicing standard was introduced. This standard currently applies in 

the UK and is maintained by the British Standard Institution (BSI).The required electronic form 
is defined in section 67(3) as one which: 
 

a. complies with the standard for electronic invoicing issued by the BSI in the document 
numbered BS EN 16931-1:2017 (Electronic invoicing - Part 1: Semantic data model of 
the core elements of an electronic invoice); and 
 

b. uses a syntax which is listed as a syntax that complies with that standard in the 
document numbered PD CEN/TS 16931-2:2017 (Electronic invoicing - Part 2: List of 
syntaxes that comply with EN 16931-1) approved and issued by the BSI.  

 
14. Section 67(4) provides that a standard or document referred to in the definition of required 

electronic form is the standard or document that is current on the day on which the contract is 
entered into or, if the contracting authority and the supplier agree, the day on which the 
relevant invoice is issued. This allows the contracting authority and the supplier to agree 
which version applies if a standard or document is amended after the contract has been 
entered into.  
 

15. An appropriate authority (as defined at section 123 of the Act) has the power to amend section 
67 for the purpose of changing what it means for an invoice to be in the required electronic 
form. This would allow, for example, the definition to refer to a different standard than is 
currently the case as standards and technologies develop. If a standard referred to in section 
67 is, for example withdrawn and a new standard is approved and issued, but the Act is not 
yet amended to reflect this, contracting authorities and suppliers can agree that invoices 
complying with the new standard will be considered to be in the required electronic form 
pending the Act being amended (invoices meeting the standard set out in the Act will be in the 
required electronic form until the Act is amended).  

 
16. Section 67 does not prevent contracting authorities from processing invoices using a particular 

system and requiring suppliers to use that system. In the case of defence authorities (as 
defined in section 7(5)) (but not other contracting authorities), the use of such a system may 
require the payment of fees by the supplier. 

 
17. Contracting authorities and suppliers are not prevented from agreeing an alternative invoicing 

system, for example a paper invoice to be sent by post to the contracting authority. However, 



 

 

suppliers will always have the right to submit an electronic invoice and for that to be 
processed for payment, provided it is in the required electronic form and not disputed. 

Payment 

18. Section 68(1) implies a number of terms relating to payment into most public contracts (see 
paragraph 23 below for exceptions); the key term (set out in section 68(2)) is that contracting 
authorities must pay suppliers’ invoices within 30 days from the day the invoice is received, or 
by the day on which the payment falls due in accordance with the sub-contractor’s invoice, if 
that payment due date falls after the 30 day window described above. There other implied 
terms which are ancillary to the term in section 68(2) which imply the following terms into the 
contract:  
 

a. that the period for payment in section 68(2) does not apply if the contracting authority 
considers that the invoice is not valid or if it disputes the invoice (section 68(3)); 
 

b. that on receiving an invoice, the contracting authority must notify the payee without 
undue delay if it considers the invoice invalid or disputes it (section 68(4)); and  
 

c. that a contracting authority may rely on payment made by a third party to comply with 
the term in section 68(2) only if the payee agrees (section 68(5)) .  

 
19. Section 68(6) provides that the implied payment terms in sections 68(2-5) cannot be 

overridden by any other term.  For example, the period for payment cannot be longer than the 
period set out in section 68(2) (although, it can be shorter (see section 68(7)).  
 

20. To help ensure invoices are valid and disputes dealt with swiftly, contracting authorities should 
include provisions in their contracts that clearly set out the invoicing procedure, the 
information to be included in invoices and the procedure for resolving disputes relating to 
invoices. 
 

21. Section 68(8) provides that an invoice is valid if it is either an electronic invoice issued in the 
required electronic form (the definitions of electronic invoice and required electronic form are 
set out in section 67(3)) or, alternatively, it meets any other requirement set out in the contract 
and contains the following ‘minimum required information’ (defined in section 68(9)):  
 

a. the name of the invoicing party;  
 

b. a description of the goods, services, or works provided; 
 

c. the sum requested; and 
 

d. a unique identification number. 
 

22. A public sub-contract is defined at section 73(5) as a contract substantially for the purpose of 
performing (or contributing to the performance of) all or part of a public contract. Section 73 
ensures that the payment terms in section 68 are passed on throughout public contract supply 
chains by implying them into every public sub-contract, other than one that relates to the 



 

 

performance of all or any part of a concession contract or a utilities contract awarded by a 
private utility, or a contract awarded by a school. The intention is to ensure that the benefits of 
prompt payment flows down to the lower tiers of the supply chain, benefitting small and 
medium-sized enterprises in particular. 
 

23. The payment terms set out in section 68 are not implied into the following: 
 

a. concession contracts; 
 

b. utility contracts awarded by private utilities; 
 

c. contracts awarded by a school. 
 

Contracting authorities may, if they wish, include the payment terms in the above contracts 
should they wish to. 

 
24. The payment terms set out in section 68 are not implied into any public sub-contract that is for 

the purpose of performing (or contributing to the performance of) all or part of: 
 

a. a concession contract; 
 

b. a utilities contract; or 
 

c. a contract awarded by a school. 

Determining when payment must be and is made 

25. For the purposes of determining when payment must be made under 68(2)(a), day 1 is the 
day the contracting authority receives the invoice; payment must be made before the end of 
day 30. 
 

26. If the contracting authority has an electronic invoicing system and suppliers upload their 
invoices to that system, the day that the invoice is received onto the system is day 1 (section 
68(11) and regulation 38(5) set out what references to a contracting authority receiving an 
invoice mean). 
 

27. Regulation 38(4) provides that payment is made when it is received by the supplier. If there is 
a delay in receipt for which the contracting authority is not responsible, then it provides that 
payment is made when it would have been received without that delay. For example, this 
might be the case where a payment processing system suffers a system outage. 

 
28. The term ‘invoice’ is not defined in the Act (unlike ‘electronic invoice’) or the regulations and 

may take different forms.  For example, rather than a traditional invoice, the supplier may 
submit a timesheet setting out services delivered for a particular month under a services 
contract and the amount due. Provided the information submitted for payment includes the 
minimum required information (see section 68(9) (paragraph 21 above)), and meets the other 
requirements of the contract), or is in the required electronic form (see section 68(8)(a), 
although this is unlikely in the case of a timesheet, for example) then it is a valid invoice. The 



 

 

period for payment in section 68(2) will apply and be calculated from the day the information, 
i.e. the invoice, is received by the contracting authority (provided it is valid and not disputed). 

 
29. Section 68(5) provides that a contracting authority can only rely on a payment made by a third 

party to satisfy the implied payment term in section 68(2) with the agreement of the payee (i.e. 
the person due to be paid under the invoice). 

Supply chain finance 

30. In all cases, unless the parties agree to a shorter period, the maximum payment period will 
always be as set out in section 68(2). Using a supply chain finance product (a product 
designed to provide the supplier with early payment, but at an economic cost to the supplier) 
to ensure the supplier is paid within the period set out in section 68(2) would not be compliant 
with the Act. This is because the economic cost (for example a reduction in the amount paid 
under the invoice or a cost paid) associated with the supply chain finance product is effectively 
consideration for payment within timescales already required by the Act.  Meaning that the 
supplier has not, in reality, received the full payment due under the invoice, because 
compliance with a legal obligation is not valid consideration. For example, if a contracting 
authority receives an invoice (in the required electronic form which it does not dispute) for 
£30,000, it must pay the supplier the full amount within 30 days. If the supplier is only 
contractually entitled to receive payment in 30 days by using a supply chain finance product, 
and only receives £29,000 (because of a reduction by the supply chain finance provider), the 
payment period in section 68(2) has not been met, because the contractual term specifying 
that supply chain finance can be used to reduce the amount paid is without effect, and 
therefore the entire undisputed amount has not been received during the payment period.  

 
31. If a supplier wishes to use a supply chain finance product to receive payment earlier than the 

term provided for in section 68(2), for example, within 5 days, that is a matter for the supplier 
and is not prohibited by the Act. 

What are the notices linked to this aspect of the Act? 

32. The payment compliance notice requires contracting authorities to publish, on a six-monthly 
basis, information relating to its compliance with the implied payment term in section 68(2), 
together with other payment information. 

What other guidance is of particular relevance to this topic area? 

Guidance on payments compliance notices. 

Where can I go for more information? 

The British Standards Institution: the BSI is the UK’s National Standards Body. It is responsible for 
producing national and international standards including those relating to electronic invoicing. 
 
 
 
 
 
 

https://www.bsigroup.com/en-GB/
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