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1. Introduction 

 
1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to 

respond to the consultation paper on Protection for micro businesses in non-related 
sectors, released on 16 March 2016. 

 
1.2. AAT is submitting this response on behalf of our membership and from the wider public 

benefit of achieving sound and effective administration of taxes. 
 

1.3. AAT has added comment in order to add value or highlight aspects that need to be 
considered further.   

 
1.4. AAT has focussed on the operational elements of the proposals and has provided 

opinion on the practicalities in implementing the measures outlined.   
 

1.5. Furthermore, the comments reflect the potential impact that the proposed changes would 
have on SMEs and micro-entities, many of which employ AAT members or would be 
represented by our operationally skilled members in practice. 

 
 

 
2. Executive summary 
 

2.1. The Government is consulting on issues faced by micro businesses:  
 
(i) when purchasing goods and services from other businesses in non-regulated 

sectors; and 
(ii) being aware of their current protections, and how to use them if there are issues 

with goods and services purchased. 
 

2.2. This consultation seeks to explore whether micro businesses have sufficient support and 
protection in these areas under existing and pending measures, or whether further 
protections would be beneficial. 
 

2.3. AAT supports the government’s proposals in terms of: 
 

 Developing a user-friendly site for the Small Business Commissioner’s general 
advice and information; 

 Introducing guidance for companies when contracting with micro businesses; 
 Requiring businesses to provide pre-contract information when dealing with micro 

businesses. 
 

2.4. AAT believes that all three of the above options will provide clarity for all types of 
businesses, whether purchasers or suppliers, as well as providing a duty of care. 

 
 
 

3. AAT response to the consultation paper on Protection for micro businesses in non-
regulated sectors 

 
3.1. The following paragraphs outline AAT’s views on the proposals outlined in the 

consultation paper.  We have only listed those questions where we have a comment to 
make. 
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Option One: The Small Business Commissioner’s general advice and information 
function, which will include providing information on current rights for micro 
businesses. 

 
Question 1  
Subject to the Enterprise Bill being enacted, we will develop a user-friendly site for 
the Commissioner’s general advice and information.  The advice and information 
will cover points useful to small (including micro) business, for their dealings with 
larger firms.  Please provide your views on the kinds of advice and information, or 
any particular areas, that would be helpful for micro businesses through this site. 

 
3.2. AAT considers that the kind of advice and information that would be helpful for micro 

businesses through the Small Business Commissioner’s site should include: 
 

 Information relating to their legal rights, including the purchasing of goods and 
services and their right of reasonable recourse 

 Examples of what a fair contract looks like; different examples for different sectors 
 General advice and information to cover dispute resolution and contract principles 
 The fundamental contract terms to consider 
 Access to training, to include negotiating skills, dispute resolution and assertiveness 

skills 
 Step by step guidance, including what to do when things go wrong for example 
 A directory of links to appropriate services, for example existing independent advice 

services, approved alternative dispute resolution providers or the Commissioner’s 
own complaints handling function.   

 
3.3. In addition, AAT would welcome a Commissioner’s complaints handling function that 

would consider complaints by small business suppliers about payment issues with larger 
businesses that they supply. 

 
3.4. AAT notes that in relation to small businesses’ supply relationships with public 

authorities, the Commissioner could direct and give information about public bodies that 
could assist in resolving an issue, such as a relevant regulator or ombudsman. 

 
Option Two: Guidance for businesses when supplying micro businesses 

 
Question 2 
Do you support the introduction of guidance for companies when contracting with 
micro businesses? 

 
3.5. AAT recognises that the current legislative framework for the supply of goods and 

services to businesses reflects a long-standing principle that businesses may generally 
agree, and be bound by, whatever contractual terms they wish.  The introduction of 
guidance for companies when contracting with micro businesses is welcomed by AAT.   

 
3.6. AAT recommends that the guidance is included within the Small Business 

Commissioner’s website. 
 

Question 3  
Please comment on the potential advantages and disadvantages of option 2.   

 
3.7. AAT concurs with the Government’s view in terms of the following advantages of option 

2: 
 

 Businesses would have a reference document to consult when supplying to micro 
businesses 

 If given a statutory basis then all businesses would have to consider it when 
supplying to micro businesses.  Thus ensuring that micro businesses are treated 
fairly 
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 The guidance could act as a reference document if any disputes arose relating to 
areas covered within it 

 Guidance would highlight good practice and further understanding of issues that 
micro businesses may face 

 It would enable micro businesses to feel more confident when negotiating contracts 
and when seeking redress if necessary. 

 
3.8. AAT set out below the key disadvantages inherent in option 2: 

 
 It could give rise to a perception that having regard to guidance could place extra 

burdens on contracting parties.   
 Having to give regard to statutory guidance when contracting could make companies 

less likely to contract with micro businesses. 
 Any failure to ensure that guidance was comprehensive and up-to-date would run the 

risk of it being ineffective. 
 

Question 4 
Do you feel that any guidance should be statutory or more general, good practise 
in nature? 

 
3.9. AAT considers that the guidance should be statutory, so that all businesses would have 

to consider it when supplying to micro businesses, ensuring that micro businesses are 
treated fairly. 
 
Question 5  
Do you have any examples where the presence of statutory guidance has or would 
have assisted in resolving an issue (please give further details)? 

 
3.10. In responding to question 5 AAT notes that business-to-business issues are very wide 

ranging and that businesses act as both in the capacity of purchasers and supplier.  
 

3.11. The following are examples of where the presence of statutory guidance could have 
assisted in the preparation of a more robust contract, including clauses for all 
eventualities: 

 
 A business two thirds of the way through a contract for laying tarmac, encountered a 

variation of modification in transaction being issued that increased the depth of the 
tarmac with no increase in the value of the contract.   

 A main contractor in the construction industry varied the terms on several occasions 
that resulted in increased workload with no increase in fees.  The sub-contractor re-
mortgaged his house and ultimately filed for bankruptcy. 

 
Question 6  
What specific areas would you find it useful to see any guidance cover in relation 
to contracting with micro business? 
 

3.12. AAT considers that it would be useful for micro business purchasers to have access to 
guidance, particularly in terms of advice on simplifying contracts and/or negotiations; and 
routes for addressing dispute resolution. 

 
Question 7  
Do you feel that having regard to statutory guidance would place particular 
burdens on contracting companies, both micro and other (please give further 
details)? 

 
3.13. AAT acknowledges that having regard to guidance could place extra burdens on 

contracting parties.  AAT recommends that the guidance should be widened to apply to 
business to business contracts for businesses of all sizes, as good practice.   
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3.14. AAT believes that if the guidance applied to businesses of all sizes, then this would 
create a level playing field thus creating an equal chance of success for micro 
businesses in terms of winning contracts where any increase in burden could be 
outweighed by an increased chance of gaining contracts. 

 
Option Three: Requiring businesses to provide pre-contract information when 
dealing with micro businesses. 

 
Question 8  
Do you support requiring businesses to provide pre-contract information to micro 
businesses? 

 
3.15. AAT supports a requirement that businesses provide pre-contract information to micro 

businesses.  AAT recognises that clear information relating to the main characteristics of 
the goods or services, the price (or means of calculating this) and relevant charges and 
details of the trader would be good practice.  
 

3.16. AAT recognises that the Consumer Contract Regulations1 require a trader to give or 
make available to a consumer certain information about a proposed contract, in a clear 
and comprehensible manner, before the consumer is bound by the contract.  If the 
information is not provided or is not complied with, the trader is in breach of contract. 

 
Question 9  
Please comment on the potential advantages and disadvantages of option 3.   

 
3.17. AAT concurs with the Government’s views of the following advantages: 

 
 Micro businesses would understand the key terms before entering into a contract 
 Key terms must be communicated in a comprehensible manner, which should help 

micro businesses with limited resources or experience to understand what they are 
signing up to 

 Key details of arrangements may not be onerous to provide 
 There would be less possibility of confusion, which should reduce the need to seek 

redress at a later stage, from the contracting parties 
 Key contract information, including price and payment terms, would be clearly stated 

before contracts were signed 
 Discussions around key contract terms could take place before a commitment  from 

either side is made 
 May encourage negotiation and make micro businesses feel better able to challenge 

terms proposed. 
 

3.18. AAT recognises the following as being potential disadvantages: 
 
 Micro businesses would still need to be aware of all contract terms, and not just 

those in the pre-contract information 
 Having to provide pre-contract information could place extra burdens on businesses 

contracting with micro businesses. 
 

3.19. AAT recommends that the guidance should be widened to apply to business to business 
contracts for businesses of all sizes, as good practice. 
 

3.20. There is a possibility that providing pre-contract information could make businesses less 
likely to contract with micro businesses. AAT believes that if the guidance was made 
applicable to businesses of all sizes, such an action would create a fair and equal 
chance of success for micro businesses in terms of winning contracts; any increase in 
burden could be outweighed by an increased chance of gaining contracts. 

 
  

                                                      
1 The Consumer Contracts (Information, Cancellation and Additional Charges) Regulations 2013 

http://www.legislation.gov.uk/uksi/2013/3134/contents/made
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Question 10  
What would be the main costs if this option were to be implemented, and who 
would be bear them? 

 
3.21. If this option was to be implemented then AAT believes the main costs will be the time 

taken and possibly legal fees incurred during the preparation of a contract.  It is likely that 
these costs would be borne by the contractor.   
 
Question 11  
Please comment on the types of contracts where pre-contract information should 
and should not be made available.  For example should there be a threshold 
contract value above which pre-contract information must be made available, and 
below which it is not required?  Or are there any types of contracts where pre-
contract information is not appropriate? 

 
3.22. It is AAT’s view that the provision of pre-contract information is good practice and that is 

appropriate for all types of contract.   
 

3.23. The provision of information provides clarity and provides an opportunity to discuss the 
terms of the contract before they are agreed upon.  Micro businesses may be in their 
infancy and consequently, business owners often have limited experience to negotiate 
effectively and to access and understand their legal rights.   

 
3.24. AAT would particularly welcome pre-contract information to be available for construction 

industry contracts, as these types of contract can be complex in terms of the main 
characteristic of the goods and services, for example, varying quality of goods and 
particular specifications for services can be detailed.  The length of the contract, price 
and payment terms can all have a significant impact on a sub-contractor if the contract is 
not clear and comprehensible. 

 
3.25. AAT does not recommend the use of financial thresholds. 

 
General 

 
Question 12  
Do you have any views on where any of the potential options detailed above may 
have an impact on businesses supplying a micro business purchaser, as well as 
on the micro business purchaser? 

 
3.26. AAT has the view that all three options will provide clarity for all types of businesses, 

whether purchasers or suppliers, as well as providing a duty of care.   
 

3.27. AAT is hopeful that implementation of the options will eliminate larger businesses 
delaying payment to micro businesses.   

 
3.28. AAT recognises that delayed payment to micro businesses has a detrimental effect on 

cashflow and in some instances can cause the business to become insolvent. 
 

Question 13  
Do you have further views or evidence of the issues faced by micro business 
purchasers, or their suppliers, in (i) negotiating transactions and (ii) awareness 
and use of their current legal rights if goods or services are substandard? 

 
3.29. Owners of young micro businesses may have limited experience to be able to negotiate 

effectively and to access and understand their legal rights (see Q11, above). 
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Question 14  
Are there any other comments or suggestions you would like to make about the 
issues covered in this consultation? 

 
3.30. AAT does not wish to make comment in response to question 14. 

 
Question 15  
Do you feel that financial thresholds would be helpful to define a micro business 
that would be covered by any support or protections in relation to purchasing 
goods or services; or would this unduly complicate the definition in this context?   

 
3.31. AAT is of the view that financial thresholds would not be necessary to define a micro 

business that would be covered by any support or protections in relation to purchasing 
goods or services. 
 

3.32. AAT recommends that the provision of pre-contract information is appropriate for all 
types of contract and all sizes of businesses as this is good practice.   

 
3.33. The provision of information provides clarity and provides an opportunity to discuss the 

terms of the contract before finalising the contract (see Q11, above).   
 

 
 

4. Conclusion 
 

4.1. AAT does not have a preferred single option; alternatively, AAT recommends the 
introduction of all three options, that is; the planned Small Business Commissioner, 
whose function will include providing information on current rights for micro (and other 
small) businesses; statutory guidance for all businesses when supplying micro 
businesses; and requiring all businesses to provide pre-contract information when 
supplying micro businesses. 
 

4.2. Having regard to statutory guidance, when contracting could make companies less likely 
to contract with micro businesses.  AAT recommends that the guidance is applied to 
businesses of all sizes; this would create a fair and equal chance of success for micro 
businesses in terms of winning contracts. 
 

4.3. Guidance would need to be comprehensive and kept up-to-date or run the risk of being 
ineffective. 
 

4.4. AAT recommends that guidance should be statutory with a view to micro businesses 
receiving fair treatment. 
 

4.5. AAT recognises that a requirement to provide pre-contract information will encourage 
micro businesses to understand the key terms before entering into a contract. 
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5. About AAT 
 

5.1. AAT is a professional accountancy body with over 49,800 full and fellow members2 and 
75,600 student and affiliate members worldwide. Of the full and fellow members, there 
are over 4,200 members in practice who provide accountancy and taxation services to 
individuals, not-for-profit organisations and the full range of business types. 

 
5.2. 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. 

 
 

 
6. Further information 
 

If you have any questions or would like to discuss any of the points in more detail then please 
contact AAT at: 

 
email: consultation@aat.org.uk and aat@taxpolicyadvice.co.uk 

 
telephone: 020 7397 3088  

 
Aleem Islan 
Association of Accounting Technicians 
140 Aldersgate Street 
London 
EC1A 4HY  

 
 

                                                      
2 Figures correct as at 31 March 2016 

mailto:consultation@aat.org.uk
mailto:aat@taxpolicyadvice.co.uk

	Association of Accounting Technicians response to Protection for micro businesses in non-regulated sectors

