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CASH FLOW – THE ‘KING’ OF CONSTRUCTION 

As the old saying goes, ‘cash flow is king’.  This is especially the case in the construction industry, 
and despite legislation introduced 20 years ago aiming to improve cash flow, it is clear that this 
remains an issue for parties across the supply chain.  In this blog, we consider our practical 
experiences and provide some tips for effective cash flow management.  

 

Understand and apply your contract 

We recently uploaded a blog which set out some key pointers and top tips to keep in mind when 

entering into and administering contracts.1  In that blog we noted how important it is to 

understand your contract, as well as the implication of any amendments.  This is particularly the 

case when it comes to payment.   

For instance, just because you have been 

engaged under a certain standard form 

contract in the past, do not assume that the 

payment process will be identical in respect of 

future projects.  There may be amendments to 

the clauses which have a significant impact on 

the payment dates – look out for this!  

Once you are clear on what the contract requires and what the key dates are, make sure that 

you have the necessary processes in place to comply with this in respect of every payment 

period.  In particular, ensure you have the necessary resources in place to submit applications 

and issue notices in line with contract requirements and within the applicable timescales.  

Carefully consider your application 

When calculating the sum being applied for, ensure you are applying the measurement rules set 

out under the contract correctly.  For example, is SMM7 to be used?  Or NRM2?  Or CESMM3?  

Whatever rules apply, do not deviate from them.  

Don’t wait to be asked for an application – always follow the application dates in the contract.  

Make sure the content and substance of the application for 

payment is in line with the contract terms and that, in any 

event, it is clear and unambiguous.  Recent case law 2 has 

confirmed that applications for payment will be considered 

with the same level of scrutiny as payment and pay less 

notices in payment disputes and so called ‘smash and grab’ 

adjudications, so ensure you are covered from every angle.   

                                                           
1 See: http://cdr.uk.com/documents/KnowYourContract.pdf  
 
2 See: Caledonian Modula v Mar City Developments [2015] BLR 694; Henia Investments v Beck Interiors 
[2015] BLR 704; and Jawaby Property Investment Limited v The Interiors Group Limited and Another 
[2016] EWHC 557 (TCC).  
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Some key points include:  

- Label your application, and any attached documentation, clearly;  

- Date your application and refer to the relevant due date and final date for payment; and  

- Clearly state the sum considered due and the basis on which this is calculated.  

Finally, when submitting applications, always give copies of all documentation required under 

the contract, such as written instructions for variations claimed.  It is also good practice to keep 

full records in relation to payment, for example invoices for materials and timesheets for labour, 

in the event the application value is disputed and you are required to support your claim.  

Make a good first impression 

Unfortunately the analogy ‘don’t judge a book by its cover’ doesn’t apply here.  A well-presented 

application which is detailed and thought out inspires confidence in your submission before it 

has even been properly considered.  For instance, consider how easy your submission is to read 

and understand – is the font clear?  Are the calculations laid out in a way that is easy to follow?  

Can any references to attached documentation be understood easily? If the answer is no, your 

application may be at a disadvantage from the outset.  

Never send an application for payment without double 

checking the calculations – better yet, get someone 

else in the team to check the submission and ensure 

there are no obvious errors in the numbers. Basic 

points like proper spelling and grammar are also key to 

the overall impression. 

However, don’t think that an application that looks good will automatically result in getting paid 

what is claimed.  Substance is key – presentation merely gets you over the first hurdle.  

Think outside your own contract 

When engaged as a sub-contractor, it is worthwhile to find out what payment processes are 

followed under the main contract.  Whilst ‘pay when certified’ and ‘pay when paid’ clauses are 

now outlawed, it remains good practice to be aware of what is happening ‘up the line’.  

Building and maintaining relationships on site is also 

important, and in this respect communication is key.  Don’t 

leave emails or letters unanswered, and make efforts to 

comply with any requests where it is reasonable to do so.  

Having a rapport with the party who puts money in your 

bank account every month will pay off.  

Should you wish any more information or guidance in relation to any of the above, please do 
not hesitate to contact us at info@cdr.uk.com   
 

Please note that the materials presented and discussed herein serve a purely informational and 
educational purpose, and do not constitute legal advice. CDR accepts no liability for any claim 
brought as a result of you or a third party relying on this information.  
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