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1. Introduction 
 

1.1. AAT is pleased to be able to respond to the Department for Business, Energy & Industrial Strategy 
(BEIS) consultation “Increasing the scope and powers of the Small Business Commissioner”  
 

1.2. AAT has approximately 4,250 licensed accountants who provide tax and accountancy services to over 
400,000 British SMEs, so this is an area of great concern to AAT licensed members and their clients. 

 
1.3. In addition, approximately 60% of AAT’s 140,000 members either work for or run their own small 

business. 
 

1.4. AAT has long campaigned for three simple changes to tackle the scourge of late payments; 
 
i) the Prompt Payment Code to be compulsory for any organisation employing more than 250 staff 
ii) for maximum payment terms under the Code to be halved to 30 days and  
iii) for the Small Business Commissioner (SBC) to have the powers to impose financial penalties on 

those who persistently fail to pay 95% of invoices within 30 days. 
 

These three simple recommendations have gained the support of 73% of MPs1, the construction, 
recruitment, finance and accountancy sectors and numerous SMEs so are perhaps worthy of greater 
examination by BEIS. 
 
 

2. Executive summary  
 
2.1. AAT agrees that the SBC’s complaints handling function should be expanded to include small 

business to small business disputes.  
However, it is essential that sufficient additional resourcing is provided to cover the costs of ensuring the 
SBC is able to deal knowledgably, effectively and promptly with these additional complaints. 
 

2.2. AAT is pleased that the government has explicitly acknowledged a desire from many to see the 
SBC cover disputes in the construction sector but is disappointed that government has decided 
not to do so.  
This is a missed opportunity to make a very positive difference to payment disputes in the construction 
industry. 
 

2.3. AAT supports proposals that the SBC produce reports into wider SME issues for the Secretary of 
State to consider.  
However, given their non-binding nature, AAT is concerned that this may follow other examples where 
comprehensive reports are produced only to be partly rejected or ignored by Government where findings 
may be politically sensitive.  

 
2.4. AAT has been calling for the SBC to have the powers to impose financial penalties since 2016. 

As a result, AAT supports the proposals contained in this consultation to do so. However, AAT also notes 
that they only apply in limited circumstances and continues to believe Government should go further and 
grant the SBC the power to penalise any firm that consistently fails to pay 95% of invoices within 30 
days.  
 

 
 
 
 
 
 
 
 
 
 
 

 
1 AAT commissioned YouGov polling December 2018: 
See Annex 1 below 
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3. AAT response to the consultation document 
 

3.1. To what extent do you agree that the Commissioner’s complaints handling function should be 
extended to allow for small business to small business disputes? 
 

3.2. AAT welcomes this proposal but cautions it should only occur if the SBC’s office has significantly 
increased resources to enable it to undertake such work appropriately. 

 
3.3. According to the latest SBC Annual Report, the office of the SBC currently has only 8 staff, excluding the 

SBC, which is unlikely to be sufficient to cope with potentially hundreds, if not thousands of additional 
claims.  

 
3.4. AAT also notes that all eight staff members are recruited as secondees from Other Government 

Departments (OGDs) in the public sector, which does not provide the certainty necessary for 
complainant confidence or for long-term planning. 

 
3.5. To what extent do you agree that the review and report function in proposal 2 should be made 

available to the Commissioner? 
 

3.6. Conducting regular reviews of wider business practices, unrelated to payment matters, that are 
specifically impacting small businesses, would be most welcome given there are numerous issues that 
require action ranging from those highlighted in the consultation document to tax and training issues 
specific to the SME sector.  

 
3.7. The proposal that the Commissioner would provide a report with recommendations to the Secretary of 

State is welcome, although AAT notes such a report is unlikely to be binding and that Government will 
remain free to reject any proposals it deems too politically difficult or sensitive.  

 
3.8. There is a clear precedent here in the form of the Office for Tax Simplification (OTS), tasked with 

reviewing various areas of tax by Government, reporting on those areas with a list of recommendations 
to the Chancellor and often seeing many of its recommendations ignored or rejected.  BEIS must find a 
way of ensuring that any new powers in this area do not result in a similar outcome. 

 
3.9. To what extent do you agree that the power in proposal 3 should be made available to the 

Commissioner? 
 

3.10. AAT very much agrees with the proposed expansion of the SBC’s complaints function.  
 

3.11. It is imperative that the SBC can investigate specific instances of suspected poor or unfair 
payment practices either at his or her own initiative or following of a complaint from a third party such as 
a trade body, professional body, charity or any other interested party. 

 
3.12. Without this power the SBC may be aware of unacceptable practice but be powerless to remedy 

it, which is not only frustrating but undermines his or her power, reputation and standing in the media, 
business community and with policymakers. Providing such a power therefore addresses an obvious 
shortfall in the initial establishment of the office.  

 
3.13. AAT would also like to take this opportunity to express its regret that government has decided to 

permit the continuing exclusion of payment disputes in the construction sector. Although anyone who is 
party to a construction contract has a statutory right to refer a dispute arising from that contract for 
adjudication, the reality is that this rarely happens in practice and so granting the SBC powers here 
would benefit SMEs in a notoriously late paying sector. The government’s decision to continue excluding 
the construction sector in this way also ignores the reality which sees the SBC oversee construction firm 
signatories to the Prompt Payment Code. It is therefore difficult to conclude anything other than this is a 
missed opportunity to make a very positive difference to payment disputes in the construction industry.  
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3.14. To what extent do you agree that the power in proposal 4 should be made available to the 
Commissioner? 

 
3.15. The SBC must be able to compel the disclosure of information in connection with the investigation 

of a complaint, otherwise the effectiveness of the SBC will be seriously undermined.  
 

3.16. Many of the companies that take a cavalier attitude towards payment issues will often not feel 
obliged to respond to the SBC if they know he or she has little legal power and is greatly hindered by any 
wilful avoidance of compliance. 

 
3.17. Likewise, the SBC must be able to issue an information notice; apply to the Court for an order 

enforcing an information notice and issue a civil penalty if a notice recipient does not comply with an 
information notice (and to recover the amount of the penalty as a debt through court proceedings if 
necessary). These are all sensible, prudent and necessary powers that any effective SBC should have. 

 
3.18. To what extent do you agree that the power in proposal 5 should be made available to the 

Commissioner? 
 

3.19. As set out above, AAT has recommended that the Commissioner have the power to impose 
financial penalties since 2016 so wholeheartedly backs proposals to do this, albeit that these are in 
limited circumstances where a binding monetary award or payment plan is not paid to the complainant 
within a specified timeframe.  

 
3.20. To what extent do you agree that where the respondent fails to pay the monetary award, or 

fails to pay an instalment of a binding payment plan, the amount of the award or instalment 
should be recoverable as a debt (through court proceedings if necessary) by (i) the complainant 
themselves; (ii) the Commissioner, who would subsequently pass the amount recovered to the 
complainant; (iii) both the complainant and the Commissioner? 

 
3.21. AAT does not believe it fair or reasonable to pass responsibility for debt recovery to the 

complainant, whether solely or jointly with the SBC. Instead, the SBC must recover the debt if the 
respondent fails to make a payment either in full or in part and that money must then be promptly passed 
to the complainant.  

 
3.22. The complainant will have been through enough to get to this stage, may not have the 

wherewithal or funds to take court action and could be put off even making an initial claim if they know 
they will be liable for seeking to recover the payment in the event of non-compliance. 

 
3.23. In contrast, the SBC will probably have greater resources and will more likely be able to recover 

any costs in full. The SBC would also become very adept at making such claims should they become a 
regular feature of the SBC’s work and therefore stands a greater chance of success compared to an 
individual complainant.  

 
3.24. The respondent is also more likely to respond to a claim made by the SBC than the individual 

complainant.  
 

3.25. To what extent do you agree that the Commissioner should have the power to impose a 
financial penalty when a business does not comply with a monetary award and/or payment plan? 

 
3.26. Again, as set out above, AAT has recommended that the Commissioner have the power to 

impose financial penalties since 2016 so wholeheartedly backs proposals to do this, albeit in the limited 
circumstance of when a business does not comply with a monetary award and/or payment plan. 
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3.27. To what extent do you agree that the power in proposal 6 should be made available to the 
Commissioner and to what extent do you agree that, where the respondent fails to pay 
investigation costs incurred by the Commissioner, those costs could be recovered by the 
Commissioner as a debt (through court proceedings if necessary)? 

 
3.28. AAT strongly supports this proposal because it may have some deterrent effect both in 

dissuading initial bad payment behaviours but also with regard to encouraging swifter compliance 
following any initial failures.  

 
3.29. AAT also supports this power in the interests of fairness and equity given the taxpayer should not 

be funding the costs associated with the misbehaviour of business. Instead it is reasonable to expect the 
non-compliant to pay the costs for that non-compliance. 

 
3.30. It naturally follows that in the event that the respondent fails to pay investigation costs, then those 

costs should be recovered by the Commissioner as a debt (through court proceedings if necessary) and 
that any additional costs incurred in doing so also be recoverable in full.  

 

4. About AAT 
 

4.1. 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.  

4.2. 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. 

5. Further information 
 

5.1. 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: 

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

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

Friday 9 October 2020 
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Annex 1 
 
Prompt Payment Code YouGov polling of MPs, December 2018 
 
73% of MPs agreed with AAT’s three recommendations (63% of Conservative MPs & 84% of Labour MPs) 
 
No MPs from any party disagreed. 
 

 


