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Small business holds the key

Small business still holds the key for our global economies. Most 
world economies recognise the importance of their domestic 
small business sector, but the efforts of governments differ across 
the globe. At the start of 2015, when the IPA amalgamated with 
the IFA to form the IPA Group, we not only cemented a long-

lasting commitment to our members, we confirmed our commitment 
to the small business sector, particularly the small to medium-sized 
enterprises and accountancy practices.

There is no question as to the importance of small business and its 
contribution to the economy. The question is how 
we play a part in our everyday lives to support that 
contribution.

Many small businesses are faced by what 
we refer to as ‘small business syndrome’ – the 
inability to truly perform and be productive due to 
limited resources and time constraints. Resource 
issues, particularly with new innovative start-up 
businesses, include access to responsible and 
affordable finance. Accountants hold a significant 

key when it comes to driving the effectiveness and productivity of small 
business. Our IPA Group members are trusted advisers to their clients, but 
that trusted advice needs to extend beyond a taxation return or submission 
of documents for compliance purposes.

As trusted advisers, you have the ability to extend your services to become 
small business productivity advisers. How they operate, how they sell their 
products and services, how they structure their business and marketing, and 
so much more; all become part and parcel of the success of that business. 
This means our work is channeled to ensure small business become faster, 
smarter and cheaper to survive, prosper and grow.

I am not suggesting that you will be their marketing or website planner 
but, more importantly, you are the trusted adviser closest to their needs. 
I liken this with the accountant being the conductor of an orchestra and 
bringing in the various elements that deliver the ultimate harmony and 
effect. For example, throughout your own networks you may have legal, 
marketing, property, insurance and many other services that can be brought 
to the table to offer clients true added value.

If that is packaged in a way that not only helps small business clients, but 
also supports their productivity, we are well on the way to driving enhanced 
services to the millions of small businesses we support. The more we do it, 
the better our economies prosper.

I look forward to us all working together to drive the small business 
message worldwide and I will be interested in your thoughts as to how we 
are progressing towards this goal.

 There is no question as to the 
importance of small business and its 
contribution to the economy. The question 
is how we play a part in our everyday lives 
to support that contribution.

 Follow us:
Twitter: @ipaaccountants 
Facebook: /ipaaccountants

Professor Andrew Conway FIPA FFA
IPA Group CEO.

COMMENT



 I am always interested in the opinions and experiences of members, so if you 
have something to share, please don’t hesitate to email: johne@ifa.org.uk 

 XXXX
Is the employer now the first rung 
on the ladder for health services 
and advice?  
 page XX
 XXX
Read our special report on 
pensions and autoenrolment to 
get the essentials on legislation 
and how to put it into practice. 
 page XX
 XXX
How have the recent scandals 
over executive remuneration 
afected pay reviews?  
 page XX

QUICK VIEW

 Follow us:
Twitter: @InstituteFA
Facebook: /instituteoffinancialaccountants

John Edwards,
IFA Chief Executive Officer.

 Accountants topped a recent survey  
by Sage as the most trusted advisers  
ahead of banks, management consultants 
and solicitors with advisory services cited 
as a key growth area for accountants in 
practice. Your Institute continues to offer 
you the resources you need in these 
uncertain times.
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COMMENT

Certainty in uncertain times

At the time of putting pen to paper (or fingers on keyboard 
to be exact) the people of the UK have voted to leave the 
EU by 52% to 48%. This was despite late polls indicating  
a swing towards remain, defying experts, pollsters and  
the bookmakers.

Prime Minister David Cameron announced his resignation shortly 
after the vote was known, stating that he was ‘not the right captain 
to steer the country to its destination’ but would remain in office to 
‘steady the ship’ and to allow time for a new leader to be elected who 
will take the UK out of Europe. As we go to print, 
Theresa May is taking over the reins of power as the 
Conservative Party leader and prime minister.

The urgent priority is to reassure the markets. 
Strong and calm leadership will be required from 
our new prime minister to instill confidence and 
stability in the economy.

So what does leaving the EU mean? Leaving 
the EU now requires the government to untangle 
a huge swathe of trading agreements, national 
legislation, tax treaties, accounting rules and other 
protocols that have been thrown into disarray by 
the exit vote. This could take up to ten years of 
parliamentary time to untangle.

Experts predict that the leave vote will see a recession and will 
defer the government’s making tax digital plans for the foreseeable 
future as legislators battle to get to grips with the UK’s European 
extraction.

George Osborne’s promised ‘emergency budget’ if the UK voted 
out was put on hold and it will be interesting to see whether the new 
Chancellor, Philip Hammond, will follow through on previous threats 
to implement £15bn of tax rises, £15bn of spending cuts, a 2p rise 
in the basic rate of income tax, a 3p rise in the higher rate, and an 
increase in the rate of inheritance tax to 45p.

The article by Alasdair Cavalla ‘Looking to the future’ on page 20, 
explores not only the position of small businesses and the difficulties 
they are likely to experience, but also the opportunities.

While many businesses put their investment plans on hold, 
opinions differ on how the result will impact businesses both big 
and small. Accountants topped a recent survey by Sage as the 
most trusted advisers ahead of banks, management consultants 
and solicitors with advisory services cited as a key growth area for 
accountants in practice. Your Institute continues to offer you the 
resources you need in these uncertain times.

 I am always interested in the opinions and experiences of members, so if you 
have something to share, please don’t hesitate to email: johne@ifa.org.uk 

 OILING THE WHEELS
SMEs should have adequate 
procedures in place to prevent 
acts of bribery in their business.   
 page 10
 LOOKING TO THE FUTURE
Despite the political confusion 
and uncertainty that has resulted 
following the Leave vote, there 
are still opportunities for SMEs. 
 page 20
 THE RIGHT DIRECTION
New guidance is now available  
for accountants on the going 
concern basis.  
 page 24

QUICK VIEW

 Follow us:
Twitter: @InstituteFA
Facebook: /instituteoffinancialaccountants

John Edwards,
IFA Chief Executive Officer.
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REGULATORY

Tribunal fees
A recent Justice Committee report 
says that major changes are needed to 
restore an acceptable level of access to 
the employment tribunals system. The 
introduction of fees in July 2013 has led  
to an almost 70% fall in cases brought.

tinyurl.com/ifa-1555

REGULATORY

Online reviews
The Competition and Markets Authority 
has published information and advice on 
compliance with consumer protection 
law in online reviews and endorsements. 
Although they are useful to consumers, 
there are concerns about these reviews etc.

tinyurl.com/ifa-1620

REGULATORY

Eyecare
An investigation by Specsavers corporate 
eyeware division shows that 32% of 
employers have no eyecare policy. A free 
guide to the DSE regulations provides 
human resources managers with 
comprehensive guidance on workplace 
eyecare regulations for screen-users.

tinyurl.com/ifa-1622

REGULATORY

Public houses
The Department for Business, Innovation 
& Skills and the Pubs Code Adjudicator 
have updated their guidance on the 
regulation of pub-owning businesses and 
their dealings with tied tenants.

tinyurl.com/ifa-1624

REGULATORY

Waste code
The Department for Environment, Food 
& Rural Affairs and the Environment 
Agency have published updated practical 
guidance on how businesses can meet 
their waste duty of care requirements 
in England and Wales. The code applies 
those who produce, carry, keep, dispose 
of, treat, import or have control of waste in 
England or Wales.

tinyurl.com/ifa-1626

REGULATORY

Significant control
The People with Significant Control 
register (see Financial Accountant,  
March/April 2016, page 16) includes 
information about those who own or 
control companies including name, month 
and year of birth, nationality, and details 
of their interest in the company. 

From 30 June 2016, UK companies 
(except listed companies) and limited 
liability partnerships (LLPs) need to 
declare this information when issuing 
their annual confirmation statement to 
Companies House.

tinyurl.com/ifa-1628

BUSINESS

Databases
The Information Commissioner’s Office 
has published new guidance to businesses 
on buying in marketing databases. 
Products or services should not be 
promoted to consumers if contact details 
have been purchased from another 
company until they have checked that 
appropriate consent was obtained.

tinyurl.com/ifa-1589

BUSINESS

Low-carbon economy
According to the Office for National 
Statistics, Scotland has a higher 
percentage of businesses engaged in the 
low carbon and renewable energy sector 
than other parts of the UK.

tinyurl.com/ifa-1601

BUSINESS

Disabled access
Research by Barclays Business shows that 
UK businesses could be missing out by 
not providing basic services for disabled 
people, a market worth up to £212bn. 
Most SMEs are not catering for disabled 
customers. The research found that:
zz there are 11m disabled people in UK, 

17% of the population; and
zz 77% of UK SMEs would like more advice 

on making goods and services more 
inclusive.
Barclays has launched new portal to 

help businesses be accessibility confident 
at: tinyurl.com/jsr8wyx.

tinyurl.com/ifa-1549

BUSINESS

Bacs deadline
The payment organisation has extended the 
deadline for businesses to update payment 
software until 19 September 2016. They 
must ensure that they can still access 
Bacs to pay staff, suppliers and collect 
direct debits etc. Businesses that have 
not upgraded to compatible software by 
that date will have to make alternative 
arrangements for their payments. 

There will be no further extension.

tinyurl.com/ifa-1602

BUSINESS

Succession worries
Research for Close Brothers Asset 
Management (CBAM), conducted by 
Family Business United indicates that 
management succession planning was a 
worry for 39% of business owners, while 
35% cited engaging and developing the 
next generation as a concern. 

tinyurl.com/ifa-1604

BUSINESS

SME exporters 
The Department for Business, Innovation 
and Skills has published a methodology 
note estimating the role of UK SMEs in  
the supply chains of exporters to the EU. 
As well as exporting by direct sales, an 
SME may be involved in selling to another 
UK-based business that exports.

tinyurl.com/ifa-1606

BUSINESS

Human rights
The Equality and Human Rights 
Commission has published Business and 
human rights: A five-step guide for company 
boards. The guide sets out five steps that 
company boards should follow to satisfy 
themselves that their companies identify, 
mitigate and report on the human rights 
impacts of their activities. These steps will 
also help boards to reflect their leadership 
and fiduciary duties. 

The ECHR’s previous guidance on this 
subject (tinyurl.com/zbotjmo) noted that 
small and medium-sized businesses in 
particular have a responsibility to observe 
human rights as they represent 99 % of all 
businesses in the UK.

tinyurl.com/ifa-1608
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PENSIONS

Auto-enrolment
The Pensions Regulator has warned 
employers that they risk an increasing 
daily fine if they fail to heed 28-day 
warning notices, The Regulator’s report 
shows that more than 95% of the first 
small employers required to put their 
staff into a workplace pension have now 
complied with the law. However, other 
employers require the ‘nudge’ of a £400 
fixed penalty before they comply.

The fine for small employers with one 
to four staff who fail to comply is £50 a day 
and for those with five to 49 employees it 
is £500 a day.

tinyurl.com/ifa-1594

PENSIONS

Pension issues
Royal London, the mutual life, pensions 
and investment company, has published 
several policy papers on pensions.
zz Pension dashboards around the world.
zz Britain’s ‘Forgotten Army’: The collapse 

in pension membership among the 
self-employed - and what to do about it.
zz Pensions tax relief: radical reform or 

daylight robbery?
zz The ‘death of retirement’.

tinyurl.com/ifa-1592

PENSIONS

Shopping around
Research by the Citizens Advice service 
indicates that while 57% of people 
compare products when taking an 
annuity from their pension, only 39% do 
when taking drawdown and only 14% 
when taking cash. The organisation also 
reported concerns regarding fees, delays 
and lack of support.

tinyurl.com/ifa-1590

EMPLOYMENT

Conciliation benefits
Independent research shows that the Acas 
conciliation service has helped to prevent 
seven out of ten potential court hearings
Since 2014, anyone thinking of making 
an Employment Tribunal claim must 
notify Acas first. The organisation will try 
to resolve the dispute through its free 
conciliation service.

tinyurl.com/ifa-1600

EMPLOYMENT

Sick pay costs
Tax breaks for medical treatments are 
one suggestion of a recent survey on 
employee absence. This found that:
zz two-fifths of manufacturers say long 

term absence increased in past two years;
zz the NHS is not meeting the needs 

of 40% of manufacturers to get 
employees back to work;
zz only one in five of manufacturers 

currently pays for non-NHS medical 
treatment;
zz 60% of manufacturers would pay for 

private treatment if costs could be offset;
zz the ‘Fit Note’ system continues to 

deteriorate; and
zz manufacturers pay out £0.6bn a year in 

sick pay, £211 per employee.

tinyurl.com/ifa-1553

EMPLOYMENT

Hot weather
Some weather forecasters are predicting 
a hot summer. Employers should remind 
first aiders of the signs and symptoms of 
heat exhaustion. Care should be taken 
that hot temperatures do not lead to 
protective clothing and safety equipment 
not being used.

tinyurl.com/ifa-1596

EMPLOYMENT

Sex discrimination
Acas has published a new guide to help 
combat sex discrimination in the workplace.

tinyurl.com/ifa-1631

EMPLOYMENT

Immigration Act 2016
The Immigration Act 2016 has received 
Royal Assent. It will:
zz introduce new sanctions on illegal 

workers and rogue employers;
zz provide better co-ordination of 

regulators that enforce workers’ rights;
zz prevent illegal migrants in the UK from 

accessing housing, driving licences and 
bank accounts; and
zz introduce new measures to make it 

easier to enforce immigration laws and 
remove illegal migrants.
Guidance on the Immigration Act is at: 

tinyurl.com/zalsjb8.

tinyurl.com/ifa-1550

EMPLOYMENT

Wage calculation
The Department for Business, Innovation 
& Skills has published practical advice and 
examples on calculating the minimum 
wage. This will help employers meet 
national minimum wage legislation and 
explains:
zz what counts and does not count as pay 

and working hours for minimum wage 
purposes;
zz eligibility for the minimum wage;
zz how to calculate the minimum wage; and
zz how the minimum wage will be 

enforced.
The advice etc also applies to workers 

entitled to the national living wage.

tinyurl.com/ifa-1552

EMPLOYMENT

Discrimination 
Research shows young mothers are 
significantly more likely to experience 
pregnancy and maternity discrimination, 
with six times as many under 25 year olds 
than average reporting being dismissed 
from their jobs after they tell their 
employer they are pregnant.

The Equality and Human Rights  
Commission has launched a digital 
campaign – #PowertotheBump – to help 
young expectant and new mothers know 
their rights at work.

tinyurl.com/ifa-1554

EMPLOYMENT

Minimum wage
The National Audit Office has published 
a report Ensuring employers comply with 
National Minimum Wage regulations. 
Among other things, this found that HMRC 
has significantly reduced the average time 
taken to investigate complaints. 

tinyurl.com/ifa-1556

EMPLOYMENT

Holiday entitlement
HMRC has updated its statutory holiday 
entitlement calculator. Employers can use 
this to work out an employee’s holiday in 
days or hours for a full leave year or the 
holiday that they are entitled to when they 
start or leave a job part way through a 
leave year.

tinyurl.com/ifa-1680
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ACCOUNTANCY

Business accounts
The International Accounting Standards 
Board (IASB) is consulting on proposed 
amendments to IFRS 3 (Business 
Combinations) and IFRS 11 (Joint 
Arrangements). The amendments are 
designed to clarify the definition of a 
business and to outline how to account for 
previously held interests.

The proposals are designed to provide:
zz clearer application guidance to help 

distinguish between a business and a 
group of assets when applying IFRS 3; 
and
zz clarification on how a company should 

account for a previously-held interest in 
a business, if acquiring control, or joint 
control, of that business.
The IFRS 3 Post-implementation 

Review:
zz shows support for the accounting 

requirements in the standard; and
zz  identifies areas where further research 

will be undertaken.
There is general support, but further 

research will be undertaken.

tinyurl.com/ifa-1682

ACCOUNTANCY

Accounts preparation
From 17 May 2016, the Limited Liability 
Partnerships, Partnerships and Groups 
(Accounts and Audit) Regulations  
SI 2016/575 amend several pieces of 
legislation relating to the preparation of 
the annual accounts of limited liability 
partnerships (LLPs) and matters such 
as accounts filing and aligning the 
regulatory framework for LLPs and limited 
companies. 

Changes include:
zz the introduction of an exemption 

from certain financial reporting 
requirements for very small LLPs 
(micro-entities); and
zz the introduction of an exemption for 

very small partnerships (including 
limited partnerships) which are 
‘qualifying partnerships’ under the 
Partnership (Accounts) Regulation. 
The thresholds that determine when 

an LLP or group qualifies as ‘small’ for 
the purposes of certain accounting and 
reporting exemptions and for exemption 
from audit have been raised.

tinyurl.com/ifa-1558

ACCOUNTANCY

Charity accounts
Research from the Charity Commission 
indicates that less than half of small 
charity annual reports and accounts are 
to standard. Too many small charities 
only complete an annual return. The 
commission’s report looks at the quality 
of charities’ annual reports and accounts 
in the income brackets up to £25,000 and 
above £25,000.

tinyurl.com/ifa-1666

ACCOUNTANCY

Succession planning
The Financial Reporting Council has issued 
a feedback statement on the UK Board 
Succession Planning discussion paper. 
It suggests that an active nomination 
committee is key to promoting effective 
board succession.

tinyurl.com/ifa-1531

ACCOUNTANCY

Going concern
The Financial Reporting Council has issued 
guidance bringing together company law, 
accounting and auditing standards, other 
regulations and existing FRC guidance on 
the going concern basis of accounting. 
The guidance assists directors that do not 
apply the UK corporate governance code 
in assessing:
zz the going concern basis of accounting, 

material uncertainties, solvency and 
liquidity risk;
zz the periods of assessment; and
zz the relevant disclosure requirements.

The guidance reminds that clear and 
concise reporting is paramount

tinyurl.com/ifa-1563

ACCOUNTANCY

Accounting standards
The Financial Reporting Council (FRC) 
has today issued Amendments to FRS 
101 – 2015/16 cycle and FRED 65: Draft 
amendments to FRS 101 – Notification of 
shareholders. 

The amendments to FRS 101 are 
limited, and predominately provide 
exemptions from many of the disclosure 
requirements of IFRS 15: Revenue from 
Contracts with Customers.

tinyurl.com/ifa-1532

APPEAL COMMITTEE HEARING – 5 MAY 2016

Mr Nagalingam Nandakumar AFA AFTA, Pe eN Assignments, 18a Elmwood Avenue, 
Harrow, Middlesex HA3 8AH

Complaint
The complaint was that Mr Nagalingam Nandakumar was liable to disciplinary action 
under IFA’s bye-laws. Bye-law 12.1 states that a member shall be liable to disciplinary 
action if they, in the course of carrying out their professional duties or otherwise, have 
been guilty of misconduct. Bye-law 12.3 states, among other things, that ‘misconduct’ 
includes (but is not limited to) any act or default likely to bring discredit to the member 
or relevant firm in question or to the Institute or the accountancy profession.

Background
The complainant was a client of Mr Nandakumar. He complained that Mr Nandakumar 
had performed his professional work inefficiently or incompetently in that the 
complainant, his wife and their companies, unnecessarily incurred HMRC fines and 
penalties in respect of personal tax returns, corporation tax returns and late filing of 
accounts during the period of Mr Nandakumar’s engagement as their accountant.

The disciplinary committee heard the complaint on 17 September 2015. 
Mr Nandakumar appealed against the disciplinary committee’s finding and 

decision of expulsion with accompanying fine and costs.

Conclusion
The Appeal Committee found that Mr Nandakumar failed to ensure that he dealt 
with matters carefully or in a timely fashion, and failed to exercise reasonable skill 
and care. His conduct fell seriously below the standards expected of a member of 
the Institute. The appeal committee did however feel that the previous sanction by 
the disciplinary committee had been excessively harsh in all the circumstances. The 
appeal committee ordered that Mr Nandakumar be severely reprimanded and pay a 
fine of £1,500 with costs of £5,490.
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ACCOUNTANCY

Report on profession
The fourteenth edition of Key Facts and 
Trends in the Accountancy Profession has 
been issued by the Financial Reporting 
Council. Membership of UK accountancy 
bodies has increased, but student 
numbers in the UK and Ireland have 
declined in the past two years.

tinyurl.com/ifa-1569

CHARITIES

Charity update
The Charity Commission has issued 
various news and guidance items that may 
be of interest to practitioners,
1. Building public trust in charities.
2. Charities (Protection and Social 

Investment) Act 2016.
3. Quality of accounts.
4. Publications.
5. Consultations:
zz power to disqualify from acting as a 

trustee;
zz matters of significant interest
zz independent examination guidance; and
zz SORP research consultation.

6. Changes at the commission.
7. Digital services developments.
8. Tackling fraud in the charity sector – 

improving resilience and capability.

tinyurl.com/ifa-1648

TAXATION

Directors’ accounts
HMRC has published updated guidance 
on directors’ loan accounts in company 
tax returns.

tinyurl.com/ifa-1655

TAXATION

Pensions newsletter
Pension schemes newsletter 79 has been 
published. This includes information on 
zz Pension flexibility.
zz Annual allowance.
zz Change of scheme details.
zz Lifetime allowance.
zz Pension Schemes Services contact 

phone number.
zz Pension scheme transfers.
zz Finance Bill 2016 – Royal Assent 

expected later than usual.
zz Relief at source – information notices.

tinyurl.com/ifa-1695

TAXATION

Tax credits
Working tax credit and child tax credit 
awards for 2015/16 must be finalised and 
provisional awards for 2016/17 must be 
renewed by 31 July 2016.

Tax credits customers must tell HMRC 
about any changes to their circumstances 
that they have not already reported, 
including changes to working hours, 
childcare costs or income. These changes 
can be reported through GOV.UK (tinyurl.
com/ifa-1642), or via a new HMRC app 
(tinyurl.com/ifa-1644).

Online renewal is quick, convenient 
and easy and there is also a special team 
to support the most vulnerable customers 
who cannot go online. People who need 
special assistance can be contacted by 
HMRC’s customer support teams.

Tax credits helpline: 0345 300 3900.

tinyurl.com/ifa-1646

TAXATION

New form R38
Foreign nationals assigned to the UK and 
who have paid too much tax can claim 
this back by using form R38, which has 
recently been updated. The claim can be 
made either by:
zz using the online form service; or
zz printing the form, completing it and 

posting to HMRC.
Users of the online form will receive a 

reference number to track progress.

tinyurl.com/ifa-1699

TAXATION

Contractor loans
HMRC have warned contractors and 
freelance workers that loans made to them 
through trusts or umbrella companies can 
be taxed just like normal income.

tinyurl.com/ifa-1651

TAXATION

Tax refunds
Taxpayers who have overpaid tax can 
reclaim this using form R40 either by:
zz using the online form service; or
zz printing the form, completing it and 

posting to HMRC.
Users of the online form will receive a 

reference number to track progress.

tinyurl.com/ifa-1697

TAXATION

Credit card campaign
Disclosures to HMRC under the Credit 
Cards Sales Campaign can be made using 
form DO2. The form can be sent by post 
or email.

tinyurl.com/ifa-1691

TAXATION

Rent-a-room relief
The departmental helpsheets for rent-a-
room relief have been updated by HMRC.

tinyurl.com/ifa-1659

TAXATION

Tax scams
HMRC have published more examples of 
websites, emails, letters, text messages 
and phone calls etc used by scammers and 
fraudsters to obtain personal information.

tinyurl.com/ifa-1677

TAXATION

Double taxation
An HMRC digest has guidance on double 
taxation treaties specifically for certain 
types of UK income that are received by 
non-residents.

tinyurl.com/ifa-1653

TAXATION

Agent Update 54
HMRC has published Agent Update 54. 
This has information on a construction 
industry scheme webinar, HMRC toolkits, 
‘Talking Points’ digital meetings, and more 
material relevant to tax advisers.

tinyurl.com/ifa-1657

TAXATION

Dividend taxation
A new dividend allowance – a 0% tax rate 
on the first £5,000 of dividend income – 
will replace the tax credit from April 2016. 
The draft legislation, explanatory notes 
and guidance is on HMRC’s website. The 
aim of the legislation is to ‘modernise, 
reform and simplify’ dividend taxation. 

tinyurl.com/ifa-1679



Angela Dansey is an 
employment relations 
consultant at Practical HR.  
She is an experienced 
HR professional with a 
strong knowledge of 
employment legislation, 
employee relations and 
employee development. 
Angela has a proven  
track record of 
implementing HR 
policies, practices and 
procedures in high 
pressure environments, 
with particular expertise 
in employment relations 
such as long-term 
absence, mediation and 
general misconduct or 
performance issues. 
She can be contacted 
by telephone on 01702 
216573 or email: angela@
practical-hr.co.uk.

The referendum result is now history and 
it is a matter of watching the ripples 
spread. So what does Brexit mean for 
employment law? In the short term, there 
will be no immediate changes and, even 

in the longer term, we suspect that there will be 
no great erosion of employment rights and labour 
laws. However, there will be an opportunity to 
challenge past decisions of the EU courts. Some of 
these seem rather bizarre if not ridiculous when 
looked at from the practical point of view of SMEs.

Leaving Europe will not automatically remove 
any of these laws because our own legislation 
incorporates them, so they will have to be changed, 
reinterpreted or repealed. One example is the 
Working Time Regulation. This was a European 
directive and, in 1998, it became UK law – 
introducing rules about working hours and giving 
the statutory right to paid holiday.

When there have been disputes in the UK 
courts about the interpretation of the directive 
and/or how it has been incorporated into UK law, 
our courts refer a question to the EU courts. This 
not only lengthens the time taken to resolve any 
disputes, but can result in some odd decisions.

For example, the accrual of holiday by 
employees while they are off sick. An employee can 
be off work sick for 12 months and then have to be 
paid for their holiday – a scenario that many SMEs 
find hard to understand. Further, recent cases have 
determined that commission, regular overtime and 
other regular payments must be taken into account 
for holiday pay. This may be challenged because 
many employers would prefer to calculate holiday 
pay by reference to basic salary.

That said, no one is suggesting the UK would 
remove the right to paid holiday or repeal the 
Working Time Regulations.

Bullying and/or harassment
What should an employer do if an employee tells 
them that they are being bullied at work, but does 
not want anything done about it?

First, what is bullying? It is any behaviour that is 
intended to humiliate or undermine a person in some 
way. At work, this can take many forms including: 
banter, excluding people from activities, ignoring 
them and/or horseplay. An employer’s policy on 
bullying and harassments should give examples of 
behaviour that may be considered bullying.

HR ripples
Paula Fisher and Angie Dansey consider  
the effect of Brexit and some common,  
but important, employment law issues.

TEN SECOND SUMMARY

1 The referendum result will not mean 
immediate changes to employment law, but 
adjustments may be made in the longer term.

2 Examples of human resources issues relating 
to bullying, holiday requests and gross 
misconduct.

3 The pensions auto-enrolment process 
continues and employers should be aware 
that the regulator is issuing penalty notices to 
enforce compliance.

Bullying is covered by the Health & Safety at 
Work Act 1974 and imposes a duty to safeguard 
the health, safety and welfare of all employees so 
far as is reasonably practicable. Bullying can affect 
an employee’s mental health and allegations of 
it can lead to claims for personal injury as well as 
constructive dismissal.

If the bullying is targeted at a ‘protected 
characteristic’ of the employee it will also be covered 
by the Equality Act 2010. Such characteristics 
include age, disability, sex, gender reassignment, 
race, religion or belief, sexual orientation, marriage 
and civil partnership, pregnancy and maternity. 
Employers therefore have a legal duty to take 
necessary action and investigate any allegations 
of bullying. If the employee does not want an 
investigation the employer should ask them to 
confirm this and their reasons in writing. Without this 
it will be hard to defend a subsequent claim that the 
employer simply did nothing.

In all cases the employer should start with an 
informal meeting with the employee to explore why 
they do not wish action to be taken and to explain 
why the matter should be addressed. Remember that 
others may be experiencing the same behaviour.

In some cases, regardless of the employees’ 
objections, employers should seek to stop the 
behaviour. For example, banter can also include 
name calling and we have seen cases coming 
before the employment tribunals where a nickname 
motivated by a protected characteristic can amount 
to discrimination. For example, a wheelchair user 
who was nicknamed ‘Ironside’ successfully claimed 
discrimination on grounds of disability and an 
employee aged 60 who was repeatedly referred to 
as ‘Gramps’ won his claim for age discrimination.
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 FURTHER INFORMATION
Paula Fisher’s book, HR for 
SMEs – a practical guide (cost 
£9.99) is now available at 
tinyurl.com/jck5skb. 
Visit: www.practical-hr.co.uk 
 
If you would like to receive 
(free) blogs and articles 
from Practical HR, please 
sign up to their free news 
at www.practicalhr.co.uk/
subscribe/

Refusing holiday requests
It’s summer and most of us are thinking of a 
holiday. All too often, employees want to take 
time off over the same weeks. What should an 
employer do when an employee requests holiday 
that will leave them short staffed?

Contrary to popular belief, holiday cannot 
be taken as and when employees request it and 
employers have the right to decline requests, even 
if the employee has already booked a holiday.

Employers should have a clear process in place 
to request and authorise holidays; typically, this 
should be set out in the employee handbook. The 
procedure should stipulate that holidays must be 
authorised in advance and certainly before travel 
arrangements are made.

What if the employee says that the 
arrangements have already been made and the 
holiday is paid for? Some may give an excuse that 
the holiday was ‘booked as a surprise by somebody 
else’ and they were unaware of it. In these cases, 
the employee will often say ‘I’m going anyway’.

Where an employee’s request cannot be 
granted, employers should put in writing that the 
request has been declined and, ideally, explain 
why. If the employee has indicated that they are 
taking it anyway, it is good practice to point out 
that if they do take the leave, it will be considered 
as unauthorised absence (often considered as gross 
misconduct) and as such, would be addressed 
through the disciplinary procedure.

Auto enrolment
Pensions auto enrolment started in 2012 and 
by the end of 2017 all employers, regardless of ©
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their size, will need to comply by their staging 
date and automatically enrol employees into a 
workplace pension. Auto enrolment will not go 
away and the Pension Regulator is taking a firm 
approach on enforcement and penalties.

In the first quarter of 2016 the Regulator 
issued 806 fixed penalty notices and 96 
escalating penalty notices. The latter specifies 
the date by which the employer must comply 
with certain actions or be subject to a fine that 
accrues at a daily rate: £50 for small employers 
with one to four staff and £500 for those with five 
to 49 employees.

Advisers should ensure that their employer 
clients know their staging date (tinyurl.com/
m7u56yf) and are prepared to implement 
pensions auto enrolment.

Gross misconduct
One of the fundamentals of employment law and 
unfair dismissal is the need for the employer to 
act fairly and reasonably. One aspect of this is to 
make employees aware in advance of the conduct 
that may result in dismissal; for example, what may 
amount to ‘gross misconduct’ which would allow 
the employer to dismiss without notice – but after 
following the proper procedure.

In McElroy v Cambridge Community Services 
NHS Trust an employee was dismissed for coming 
to work smelling of alcohol. However, the policy 
on substance abuse did not ban employees 
from drinking before work or being under the 
influence of alcohol at work. The policy offered 
assistance and support for alcohol misuse and 
stated that the disciplinary procedure would 
be used in cases of continued misuse. The 
employment tribunal found the dismissal unfair.

Had the policy been clearer and stated that 
being under the influence of alcohol during 
working hours may be considered to be gross 
misconduct, the dismissal would more than likely 
have been found to be fair. Employers should 
therefore review their disciplinary procedures 
and the list of gross misconduct. This should 
list those areas that could lead to ‘summary 
dismissal’. This may include more obvious things 
like fighting and theft, but make sure it also 
includes any conduct that you would consider 
serious enough to warrant dismissal. This may 
include things that are very specific to the 
industry concerned.

Conclusion
The referendum result may mean that changes 
in legislation are on the horizon. That said, 
developments in employment law – either 
through regulations or case law – can happen 
at any time. Employers should ensure that they 
remain up to date and compliant. This saves 
time, money and worry as well as opening up 
communications, reducing administration and 
streamlining human resources processes.

There are interesting times ahead.

Paula Fisher is the 
managing director of 
Practical HR, an Essex-
based firm that has been 
providing practical HR 
solutions to SMEs since 
2002. They offer a range 
of consultancy solutions 
as well as packages and 
online solutions. Services 
also include health and 
safety.
Paula brings a commercial 
approach to HR, 
recognising that it is an 
integral part of running 
a business. She can be 
contacted by telephone 
on 01702 216573 or  
email at:  
paula@practical-hr.co.uk.
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The Bribery Act 2010, born amid huge 
public fanfare, criminalises acts of bribery 
by businesses and those acting on behalf 
of businesses with a presence in the UK, 
regardless of where the alleged activity 

has taken place. When it came into force on 1 July 
2011, we were told that prosecutions would be 
imminent and UK companies were to be seriously 
disadvantaged on the global stage as a result of 
the ‘red tape’ in the new legislation. The hype 
around the Bribery Act focused on the potential 
enforcement of new UK anti-corruption laws 
against UK and foreign companies that fell under 
the Act’s long-arm jurisdiction.

The penalties for committing a bribery offence 
can include unlimited fines, blacklisting from EU 
contracts, forfeiture of the proceeds of illegal 
deals and imprisonment for individuals involved. 
Severe penalties can be imposed even where 
the business is not directly involved in the act, 
but has failed to prevent a business partner from 
bribing another with the intention of benefiting 
that business, directly or indirectly. But there is a 
defence. Businesses that put in place ‘adequate 
procedures’ to prevent bribery are shielded from 
successful prosecution under the Bribery Act for 
failure to prevent bribery.

Awareness of the Bribery Act
Despite the significant penalties for breaching 
the Bribery Act, and the voluminous guidance in 
the public domain on implementing ‘adequate 
procedures’, a significant proportion of commercial 
organisations – particularly SMEs – still do not 
understand its implications and have not taken 
any meaningful action to counter bribery.

Oiling the wheels
Stacy Keen advises on 
the interpretation of the 
Bribery Act for SMEs.

TEN SECOND SUMMARY

1 Penalties for bribery include fines, 
blacklisting, forfeiture of proceeds of illegal 
deals and imprisonment.

2 Only a quarter of SMEs are aware of the 
guidance on adequate procedures.

3 SMEs should not assume that they are of no 
interest to law enforcement agencies.

A government study (see Further Information) 
found that only 66% of SMEs have heard of the 
Bribery Act or were aware of the corporate liability 
for a failure to prevent bribery. Of the SMEs that 
had heard of the Act, 81% were aware that it 
‘encompasses bribery offences committed overseas’ 
and 72% believed their company had ‘sufficient 
knowledge and understanding to be able to 
implement adequate anti-bribery procedures’.

Where are SMEs looking to for guidance on the 
Bribery Act? The survey found that only a quarter 
of SMEs (26%) that were aware of the Bribery Act 
were also aware of the guidance the Ministry 
of Justice has issued on ‘adequate procedures’ 
(Further Information). The most common source 
of ‘other guidance’ relied on by SMEs was that 
provided by legal advisers, business consultants 
and trade and professional bodies.

Despite the importance of having adequate 
procedures in place, the report identified that 
fewer than half (42%) of UK SMEs surveyed have 
put ‘bribery prevention procedures’ in place. Of 
those that did, almost all (94%) said that they 
had financial and commercial controls. The most 
common measures described were bookkeeping, 
auditing, expenditure approvals or an anti-bribery 
statement.

It would appear from the survey results that the 
concern expressed before the Act came into force 
that it would hamper business activities overseas 
is not felt among SMEs. The vast majority (89%) 
of such businesses aware of the Bribery Act said it 
had ‘had no impact at all on their ability or plans 
to export’ and 90% reported that they did not 
have any specific concerns or problems related 
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to the Act. SMEs ‘exporting to the less developed 
export regions’, which often pose a greater risk 
from a bribery perspective were more likely (36%) 
to have carried out a bribery risk assessments 
compared to those (23%) exporting to Europe, 
North America and Australia.

Enforcement involving SMEs
The findings of the report suggest that few SMEs 
– particularly those exporting goods and services – 
understand the bribery risks that they face and what 
amounts to ‘adequate procedures’. How can they 
when a third don’t know about the Bribery Act?

SMEs may underestimate their enforcement 
risk profile and assume that they are of little or no 
interest to law enforcement. However, the cases 
in the past few years show that they could not be 
more wrong.

In December 2014, Smith & Ouzman, a family 
owned and managed company, was convicted of 
three offences under the Prevention of Corruption 
Act 1906 (the predecessor to the Bribery Act). This 
was the Serious Fraud Office’s first conviction of a 
corporate for offences involving bribery of foreign 
public officials. The investigation focused on corrupt 
payments made to public officials for business 
contracts in Kenya and Mauritania. The company 
was fined £2.2m. Further, its former chairman and 
former sales and marketing director were convicted 
of corruptly agreeing to make the payments. The 
chairman was sentenced to 18 months’ imprisonment 
(suspended under ‘extreme mitigation and as 
an act of mercy’) and to undertake 250 hours of 
unpaid work, while the director was sentenced to 
three years’ imprisonment. Both were disqualified 
from being a director for six years.

The most recent ‘agreements’ concluded north 
and south of the border with the relevant authorities 
as alternatives to criminal prosecutions have also 
involved SMEs. Importantly, the implementation 
of, and improvements to, existing anti-bribery 
procedures were factors taken into account in the 
decision on whether or not these alternatives to a 
criminal prosecution should be made available.

Civil settlements
In April 2016, the Crown Office & Procurator Fiscal 
Service (COPFS), Scotland’s prosecution service, 
announced a civil settlement with Braid Logistics – 
a Glasgow-based logistics firm – under its corporate 
self-reporting initiative.

The Scottish initiative, recently extended until  
30 June 2017, enables businesses that discover 
bribery problems within their organisation to come 
forward and disclose it to COPFS. In return, they 
gain an opportunity to draw a line under the matter 
by way of civil settlement rather than criminal 
prosecution. Scotland has a separate legal system 
to England and Wales and the deferred prosecution 
agreement regime does not operate in Scotland. As 
a result, civil recoveries under the initiative remain 
the only option for Scottish prosecutors to resolve 
bribery cases without prosecution.

Stacy Keen is a litigator 
and a regulatory 
defence senior associate 
specialising in criminal 
and regulatory risk. Her 
areas of expertise include 
trade and financial 
sanctions, export controls, 
bribery, money laundering 
and health and safety.
Stacy can be contacted by 
telephone: 0141 249 5443 
or email: stacy.keen@
pinsentmasons.com

COPFS announced that ‘Braid became aware 
of potentially dishonest activities in relation to 
two Braid UK freight forwarding contracts in 2012. 
The company initiated an investigation, which 
revealed there had been breaches of the terms of 
the Bribery Act 2010.’

Braid agreed to pay the gross profit of £2.2m 
made in relation to the relevant contracts.

Finally, and hot off the press, on 7 July 2016, 
the SFO’s second deferred prosecution agreement 
was agreed. The party to the DPA is stated to be 
a UK SME ‘that cannot be named due to ongoing 
related legal proceedings’. The business, which 
will pay a £6,201,085 disgorgement of gross 
profits and a £352,000 financial penalty, was the 
subject of an indictment alleging conspiracy 
to corrupt, conspiracy to bribe and a failure to 
prevent bribery. These were all in connection with 
28 contracts between June 2004 and June 2012 
to supply products to customers in a number of 
foreign jurisdictions.

Helping to prevent bribery
There is no doubt that the lack of prescriptive 
requirements has made it difficult for businesses 
to know whether they are doing enough or too 
little to counter bribery.

The six principles advocated in the Ministry 
of Justice’s guidance on adequate procedures 
should underpin the anti-bribery procedures that 
commercial organisations, regardless of their size, 
implement. These principles are as follows.
zz Proportionate procedures to the bribery risk the 

business faces.
zz Top-level commitment to preventing bribery 

and a zero tolerance culture to bribery.
zz Risk assessment of the nature and extent of 

exposure to potential bribery risk.
zz Due diligence on all parties who perform or 

will perform services for or on behalf of the 
organisation (including employees, agents, 
intermediaries etc).
zz Communication and training to embed the 

bribery prevention policies across the business.
zz Monitoring and review of existing policies with 

improvements being made when necessary. 

A British standard has also been issued on 
anti-bribery management (BS 10500), with a 
new international standard on anti-bribery 
management systems (ISO37001) due to be 
finalised later this year and intended to shed light 
on ‘international good practice’.

Conclusion
SMEs should remember – and remind their 
officers and employees – that bribery, receiving 
a bribe, bribing a foreign public official and, 
importantly, failing to prevent bribery are criminal 
offences wherever they take place in the world by 
businesses with a presence in the UK. Payments to 
‘oil the wheels’ of commerce are likely to be bribes 
and neglecting to prevent such activity is serious.

 FURTHER INFORMATION
Insight into awareness and 
impact of the Bribery Act 
2010: Among small and 
medium sized enterprises 
(SMEs): tinyurl.com/zu9trv3

The SMEs surveyed 
for the report were those 
that: a) had 250 or fewer 
employees (this included 
both full-time and part-time 
employees on the payroll, 
as well as any working 
proprietors or owners);  
and those exporting 
goods and/or services, or 
considering doing so in the 
next five years.

Ministry of Justice 
Guidance about procedures 
which relevant commercial 
organisations can put into 
place to prevent persons 
associated with them 
from bribing: tinyurl.com/
hgw6k3l
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payable. The regulator has changed the dividend 
cap not once but twice to ensure that a balance 
is struck between offering greater reward for 
investors while retaining the primacy of community 
benefit. 

Becoming a CIC
Almost anyone can set up a CIC; the directors 
are usually very passionate about their ideas and 
motivated by a social purpose rather than making 
a profit. Having said this, we expect directors to 
be paid for their services, and paid well because 
this ensures that the best social entrepreneurs are 
attracted to the model. It’s all about affordability 
and ensuring that the company can meet these 
salaries and still deliver community benefit. We 
would also encourage CICs to make a profit and 
ensure that this is reinvested into the business or 
the community. Most of our companies operate 
with two or three directors and have a regional 
footprint, but there are also large CICs such as 
Bristol Community Health.

CICs operate in every economic sector from 
energy to education and transport to environment, 
with more than 60% engaged in health care and 
social care. We have CICs making macaroons, 
creating a colourful circus, helping the film industry 
in Wales and ferrying tourists and residents to the 
Isle of Skye. 

Measuring success
It is important to measure the success of CICs and 
the community interest report (CIC34) allows us 
to do this. This report is our single most important 
document because it reflects the CIC’s journey 
in any given financial year. The report identifies 
grants, funding, contracts and awards and also 
alerts the regulator to companies that are not doing 

Part of the 
community
Marilyn Liddon reveals the mysteries 
of the community interest company.

TEN SECOND SUMMARY

1  Community interest companies have 
the flexibility of a company without the 
restrictions of a charity.

2  Directors are expected to be well paid, but 
there is a cap on dividends.

3 After the first year, CIC longevity outperforms 
ordinary companies.

As the Office of the Regulator of 
Community Interest Companies 
comes to the end of its eleventh year 
in operation, the community interest 
company (CIC) is now firmly established 

within the social enterprise sector. To quote our first 
regulator, John Hanlon, ‘The community benefit is 
not really about pounds and pence, but it is about 
the service they deliver’ and we now have more 
than 12,000 CICs doing just that.

So is there still a mystery about what a CIC is 
and what it can do? We believe that the ‘mist is 
clearing’ and, increasingly, social entrepreneurs 
are beginning to view CICs as the model of choice. 
This is because they can be run as a business and 
operate with the flexibility of the company form 
without the restrictions of a being a charity.

The mystery revealed
So what is a community interest company? First 
and foremost it is a business, trading, securing 
contracts, delivering services and generating 
income like any other company. By opting for 
this format, a CIC agrees to take on a number of 
additional responsibilities to ensure that it delivers 
continued benefit to the community. These include 
the ‘asset lock’, which prevents the company from 
being asset stripped and, second, the community 
interest report which is placed on the public record. 
The report includes details of the CIC’s activities, 
the benefits delivered to the community and the 
remuneration paid to directors. Third, there is the 
dividend cap which limits the amount of dividend 
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so well. As with all CIC documents these reports are 
placed on the public record and can be accessed 
by anyone – openness and transparency being the 
CIC’s watchwords.

A challenge for CICs is the lack of availability 
for e-filing. Currently, CICs can only file their 
incorporation documents and annual accounts in 
paper form. The Regulator recognises the problems 
that this causes and is working closely with the 
Registrar of Companies to resolve this issue at the 
earliest opportunity. We are hopeful that e-filing 
will be available for community interest companies 
by late 2016 or early 2017. Watch this space.

Have our CICs achieved success and how have 
they done this? Given that parliament expected us 
to receive 200 to 300 applications a year and we are 
registering this number each month, we must give 
a resounding yes.

The following examples may be of interest.
zz 90% of all health spin-outs are CICs.
zz Bristol Community Health CIC had a turnover 

last year of £48m dealing with 7,000 patients 
each week and is one of the CICs that will 
feature in this year’s annual report.
zz The Health Lottery is made up of 51 individual 

CICs each delivering £300,000 a year for local 
good causes.

Not surprisingly, those CICs that secure 
investment and operate successfully have a good 
business plan, demonstrate corporate governance, 
understand their market and are able to measure 
their social impact. Being a CIC does not guarantee 
success, but the combination of a strong business 
approach underpinned with a social purpose is 
powerful and persuasive. 

With success can also come failure and it is a 
matter of record that companies close down and 
CICs are no different. Most dissolutions happen 
within the first two years which is comparable with 
ordinary limited companies. However, once a CIC 
has filed its first year accounts we find that the 
longevity of CICs outperforms ordinary companies, 
year on year. For instance, of the 238 CICs 
incorporated in our first year, 94 are still trading. 

Who can you call?
The team that supports the Regulator has a 
deserved reputation for exceptional customer 
service. The six members of staff have all worked 
in the office for a number of years and are 
familiar with the role and purpose of CICs and 
the challenges they face. They have worked hard 
to ensure that the application forms are fit for 
purpose and try to make the experience as painless 
as possible. We recognise that there continue to be 
issues with the completion of the forms relating to 
Companies House and, in particular, the IN01 and 
we have provided guidance on our website to help 
deal with this.

We can also boast that the international interest 
for the CIC brand keeps growing. We have had 
visitors and interest from Japan, South Korea, 
Canada, America and Norway, to name but a few. 

They are all keen to understand the social impact 
made by CICs and to hear of the lessons learned 
over the past ten years. Perhaps we will have a 
Eurovision CIC contest soon.

Improving communication is top of the list for 
our new regulator, Ceri Witchard. Ceri took up her 
post last September and is looking to use social 
media, Twitter and blogs to further communicate 
with the social enterprise sector and the general 
public. Our Twitter following has increased by 
500 since September and our first blog went live 
in April this year. Ceri is a firm believer that this is 
the way to advance the message of the CIC brand, 
its benefits and its growth. The website is our first 
line of information and is viewed continually. We 
take on board our customers’ views and make 
adjustments to suit their needs and we expect 
Twitter and our blogs will provide reassurance that 
these are being met.

One of our greatest challenges is to maintain this 
momentum of growth and interest of the CIC brand 
in future. Our ten-year celebrations last year saw 
the regulator and her office speak at events across 
the UK to show support for already established 
CICs and listen to their concerns. The professional 
services consultancy Bates Wells Braithwaite were 
at the forefront by creating the legal format of the 
CIC model used today. The firm acknowledged 
the ten years that CICs had been in operation by 
creating a booklet on good governance.

Spreading the word
Accountants and local authorities continue to 
be high on our agenda in our aim of raising 
awareness of CICs. We want to get across the 
message that, although CICs are for all intent 
and purposes ordinary companies, it must be 
recognised that they are delivering a social 
purpose. Further, unlike ordinary companies 
they are regulated to ensure that they do so. 
Hopefully, local authorities will be keen to look 
at CICs to deliver services and the Public Services 
(Social Value) Act 2012 is helping that along. 
As a part of the business rates review, we also 
argued that local authorities should understand 
better the role and purpose of CICs and that 
there should be a consistency of approach when 
considering discretionary rate relief. As a result of 
that review, the government is hopefully taking a 
step in the right direction.

For accountants and forming agents our 
message would be: if there is uncertainty about 
CICs, do not just incorporate online – contact the 
CIC office. Until e-filing is available to CICs, ‘paper 
rules OK’ especially when submitting accounts.

Onwards and upwards
With their number on the public register 
increasing each month, CICs are appearing in 
town centres and high streets throughout the 
country. They are changing the social enterprise 
landscape and more importantly, as a force for 
good, they are here to stay.

 FURTHER INFORMATION
Further information on 
other successful CICs: 
tinyurl.com/j65b6rp 

Office of the Regulator 
of Community Interest 
Companies:  
tinyurl.com/o6pcrvl
Follow: twitter.com/
CICRegulator
communityinterest 
companies.blog.gov.uk/ 
Email: cicregulator@
companieshouse.gov.uk

Governance for Community 
Interest Companies – 
 A practical guide: tinyurl.
com/hufg4rm 

Public Services (Social Value) 
Act 2012: 
 tinyurl.com/hq7zn44
 
Guidance on the Public 
Services (Social Value)  
Act 2012:  
tinyurl.com/hsqx74h

Marilyn Liddon is a case 
manager within the 
Office of the Regulator 
of Community Interest 
Companies based in 
Cardiff and has worked 
within the Department 
for Business, Innovation 
and Skills for 27 years.  
Marilyn can be contacted 
on 029 20 346228 and 
by email at: mliddon@
companieshouse.gov.
uk or cicregulator@
companieshouse.gov.uk.

mailto:cicregulator@companieshouse.gov.uk
mailto:cicregulator@companieshouse.gov.uk
http://tinyurl.com/hsqx74h
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A world of 
opportunities
SMEs should not lose out on foreign business. 
Neil Kuschel says ‘the world is your oyster’.

TEN SECOND SUMMARY

1  Overseas businesses should be high on the 
agenda of many small businesses.

2  Business opportunities can be found by using 
e-commerce and mobile commerce routes.

3 Enhance the chances of success by targeting 
English-speaking markets and facilitating 
international access to websites. 

 FURTHER INFORMATION
DHL: www.dhl.co.uk 
Contact DHL's Small 
Business Export Advisers 
on 0844 248 0675 or at: 
gettingstarted@dhl.com

UK Trade & Investment: 
tinyurl.com/lpna82p
UKTI ‘Exporting is great’: 
www.exportingisgreat.
gov.uk/
British Chambers of 
Commerce: www.
britishchambers.org.uk/

You or your client have firmly established 
your business in the UK. You had your 
vision, put in the work and now you’ve 
got a successful and profitable business 
on your hands, but what next? Lots of 

successful SMEs feel nervous about the prospect of 
taking their business beyond the borders of the UK. 
However, with research showing that businesses 
that export are twice as likely to outperform those 
which only do business in one market, trading 
overseas can present big opportunities.

By 2020, British retailers are projected to 
earn £28bn from overseas online sales – that 
represents growth of 600% since 2012. This 
soaring rise in e-commerce is great news for 
those businesses looking to take their products 
overseas for the first time and, with longstanding 
international appetite for quality British products, 
the demand really is out there.

First considerations
If you’re thinking about exporting for the first time, 
there are a number of important considerations 
to make. First, consider the target markets. Think 
about your product and what market it is likely to 
be successful in. If it has been successful in the UK it 
might be a good idea to consider starting in other 
markets with a similar consumer culture. This will 
help ensure that, when you do approach a market, 
the demand for the product exists. For the less 
experienced exporter, targeting English speaking 
countries might be a good idea to begin with. This 
has the advantage of eliminating the language 

barrier and will make communication between your 
business and its clients that much easier.

Expanding your e-commerce offering is a simple 
and effective way to take those first steps into a 
new market. If you already have an online platform 
for customers in the UK, this can easily be adapted 
for customers abroad. A few changes to a business’s 
online sales platform will go a long way. For 
example, many consumers in non-English speaking 
countries prefer to buy products in their own 
language. Thus, making language options available 
is a simple way to attract customers and ensure 
easy navigation of your website. It is also vital to set 
up the site to process international payments. This 
may seem obvious, but it makes all the difference 
and immediately makes it easier for overseas 
customers to purchase products.

Language and currency options will also 
increase traffic from new markets and help to build 
a positive relationship with new customers.

Recent research from PwC shows that 
convenience accounts for around 50% of shoppers’ 
motivation to buy online, while only 5% were 
driven by price. Therefore, enabling a simple 
shopping experience with an internationalised 
website will ensure that interest in products is not 
deterred by a language barrier or no option to pay 
in a different currency.

http://tinyurl.com/lpna82p
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Neil Kuschel is vice 
president of sales, DHL 
Express UK.
Helping businesses take 
their first steps overseas 
is what DHL does day in 
day out and are happy to 
advise on this. Advisers 
or businesses that require 
support or who have any 
other questions about 
entering new markets can 
contact DHL by telephone 
on 08444 771100 or visit 
www.dhl.co.uk.

Mobile commerce
As online retail makes it easier than ever for 
British businesses to reach customers around the 
world, mobile commerce is quickly increasing in 
popularity too. During Black Friday 2015, mobile 
devices accounted for 57% of all online shopping 
traffic in the US. Similar trends are being echoed 
elsewhere and almost half of all UK e-commerce 
transactions now take place on mobile devices. 
This means that giving people the ability to access 
products via mobile should also be an important 
element of any business strategy, whether on a 
national or international basis. Making a business 
website mobile friendly and ensuring that the 
portable online buying process is simple. For 
today’s time-conscious consumers, simplicity is 
essential.

While considering mobile options, don’t forget 
to consider making social media a part of the 
business online growth strategy. Social media is a 
powerful tool that’s effective across the globe and 
can greatly increase the reach of any business.

Navigating obstacles
Businesses are often put off taking their first step 
overseas by other aspects of international trade 
such as navigating customs, taxes and delivery 

networks across the globe. According to UK Trade 
and Investment (UKTI) – the government’s non-
ministerial department – 27% of firms reported 
customs issues as a barrier to exporting. However, 
this does not need to be the case because there is 
plenty of help and advice available. 

Commercial export experts, UKTI and British 
Chambers of Commerce can offer guidance  
when it comes to these challenges and there is a 
wealth of information and resource available to 
support businesses as they enter the export  
market. Preparation is the key and working with 
export experts, to ensure that you have the  
relevant documentation in hand and an 
understanding of trading regulations, will be a 
great help when a business comes to shipping that 
first order overseas.

Delivery and shipping
Today, customers all over the world value choice 
and this is especially important when it comes to 
the final leg of your exporting journey: delivery 
and shipping. Being able to offer an express service 
or weekend delivery has been proven to increase 
basket values and this element of the journey is 
therefore an essential consideration.

Different markets tend to prefer different 
delivery methods and there are a number of 
factors that can put a business ahead of the 
competition. Ensure that the different service 
options that potential new customers might want 
are considered. Do they want deliveries by a certain 
time, or just for a certain day? Buyers also want 
to know that their purchases will arrive on time 
and often like visibility of their parcel’s journey. 
For this reason it’s really important to ensure that 
your shipping provider has easy-to-use tracking 
tools. These enable customers to see where their 
parcel is at every stage of the journey. This has the 
benefit of offering the customer reassurance that 
the product has been dispatched and is on route. 
Depending on the market, a business should also 
consider the delivery options that it is able to offer 
for its products. Does the customer want delivery to 
their door, or would they find it more convenient to 
pick up their parcel from a locker or store? The same 
goes for returns; will the business need to be able 
to offer customers the ability to return goods? If so, 
it’s important to choose a shipper that can support 
these requirements.

Conclusion
Exporting has the potential to make a real 
difference to the success of a business. It requires 
research and planning, but this should not be 
a reason for a business to be discouraged from 
taking those first steps. With the right support and 
guidance those moves into an overseas market will 
be nothing near as daunting as they first seemed. 
UKTI’s motto is ‘Exporting is Great’ and there is 
a world of opportunities out there waiting to be 
uncovered. Don’t let them remain hidden from your 
business.

http://www.dhl.co.uk
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out of the public sector and which operate across a 
broad spectrum of service areas. These new social 
enterprises are characterised by high levels of 
employee engagement and strong social goals. The 
localism agenda is also encouraging the transfer 
of services to social enterprises through support 
for community involvement and promotion of the 
diversification of public service delivery.

Social enterprises, of course, are not solely 
engaged in public service delivery, but their growth 
in this area in recent years is significant.

Yet, in spite of their growth, there is no 
universally agreed definition or required legal 
structure for a ‘social enterprise’ and organisations 
are free to use or ignore that label.

Some welcome the lack of a single agreed 
definition as a good thing because this provides 
flexibility and allows further organisational 
development. The lack of a clear definition, 
however, does mean that those working with the 
sector do need to do some additional work of their 
own. They must ensure they have a good enough 
understanding of the sector and that the services 
and support they provide to social enterprises are 
appropriate to those organisations.

The social 
spectrum
John Maddocks explains the 
evolving and important place 
of social enterprises in the 
business environment.

Social enterprises of various shapes and 
sizes deliver a range of goods and services 
in many locations in the UK. They range 
from small community-based enterprises 
to large national suppliers. The variety of 

products and services provided by social enterprises 
continues to grow and examples can be found in 
most areas of the UK economy. At their best, social 
enterprises are able to draw on the flexibility and 
dynamism that being an independent enterprise 
offers, and combine this with a commitment to 
social goals. This combination of enterprise and 
social purpose, driven by both financial and non-
financial goals, can make them effective vehicles for 
innovation and change.

While not the only option, social enterprises 
are recognised by government as contributing to 
a wider process of change and reform of public 
service delivery. For example, through the ‘right to 
provide’ initiative, central government is supporting 
the right for National Health Service and social 
care staff to propose and develop staff-led social 
enterprises to deliver services previously run within 
the public sector. Similarly, there are a growing 
number of public service mutuals that have spun 

TEN SECOND SUMMARY

1  Independent social enterprises  
can be flexible and dynamic,  
with a commitment to social goals.

2  There is no universally agreed 
definition or required legal 
structure for a ‘social enterprise’.

3 The Social Enterprise Mark (a 
voluntary scheme) sets out six 
criteria for recognition as a  
social enterprise. 
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Defining social enterprise
A 2002 Department of Trade and Industry strategy 
document Social Enterprise: A strategy for success 
provides the following definition:

‘A social enterprise is a business with primarily 
social objectives whose surpluses are principally 
reinvested for that purpose in the business or in the 
community, rather than being driven by the need 
to maximise profit for shareholders and owners.’

This definition includes three key characteristics:
zz business activity (ie trading);
zz social objectives; and
zz reinvestment of a significant proportion of profits 

to further social objectives of the enterprise.

The Public Services (Social Enterprise and Social 
Value) Bill – a private members’ bill presented 
to parliament in 2010 – included the following 
definition:

‘A person or body is engaged in social 
enterprise if:
zz the person or body is carrying on a business;
zz the business’s activities are being carried 

on primarily for a purpose that promotes or 
improves the social or environmental well-
being of the UK, whether the purpose is 
pursued in relation to all or any part of the UK or 
all or any of the persons resident or present in it;
zz the greater part of any profits for distribution is 

applied for such a purpose.’

Again, in this example, trading, social purpose 
and reinvestment of profits are three key defining 
elements. This definition and all reference to 
social enterprise was eventually removed from 
the Bill, but it does point to the same three key 
characteristics.

The Social Enterprise Mark (a voluntary 
scheme) sets out six criteria for recognition as 
a social enterprise. This includes versions of the 
three characteristics described above as well as 
bringing in three more: independence, restrictions 
on property rights (ie on dissolution, residual 
assets distributed for social/environmental 
purposes), and accountability – ie a requirement 
to demonstrate annually that social and/or 
environmental objectives are being achieved.

Types of social enterprise
So what types of organisation fit the above 
criteria? If we identify types on the basis of major 
differences in purpose – governance, ownership 
and property rights – four distinct types can easily 
be fitted to the criteria:
zz charities (those where the earned income is 

50% or more of total income);
zz community interest companies;
zz mutuals (member-based organisations run for 

the benefit of their members); and
zz co-operatives – a type of mutual but set apart 

by their co-operative principles.

The above list is, of course, a simplification and it 
does not include other organisations that may meet 
the criteria, but are structured differently. Having 
said that, the above four types make up the bulk of 
social enterprise trading activity in the UK. Charities 
that trade – such as those charging fees and 
contracted to provide services – are a significant 
part of that activity.

Size and scope of the sector
Aggregated data, from the Department for 
Business, Innovation & Skills (BIS) small businesses 
survey, estimates that there are about 70,000 social 
enterprises in the UK. 

These organisations contribute about £18.5bn 
to the economy and employ more than 900,000 
people. This figure includes some co-operatives 
and charities, community interest companies 
and other enterprises. It represents about 6% of 
the total SMEs. This is likely to be a conservative 
estimate because, while it includes some, it does 
not fully capture all of the co-operatives, mutuals 
and charities that meet the definition of social 
enterprise – ie more than 50% trading income and 
strong social objectives.

Social enterprises can be found in a wide range of 
sectors and activities: finance, industry, agriculture, 
schools, housing, community shops, sports 
supporters’ trusts, retail and employee-owned 
businesses, leisure trusts, social and health care, 
community facilities, arts facilities, and so on.

Because of the relatively flexible definition, 
social enterprises come in a variety of legal forms. 
Incorporated social enterprises can be: companies 
limited by shares, companies limited by guarantee, 
community interest companies, community 
benefit societies, co-operative societies, limited 
liability partnerships, or charitable incorporated 
organisations. A significant number of social 
enterprises have charitable status.

So what?
As mentioned, social enterprises come in a wide 
variety of forms. There are a wide range of choices 
and options available to those setting up a social 
enterprise and the decisions made regarding 
legal structure, ownership and governance model 
can have a profound effect on the nature of the 
business as it develops.

Accountants and others who are providing 
advice, support and services need to be clear about 
what a social enterprise is, what it offers, how it 
differs from other business models and, crucially, 
how each distinctive type of social enterprise differs 
from each other. In each case, understanding the 
differences is critical to delivering appropriate 
and effective services that reflect the features 
of the particular social enterprise. For example, 
the accounting and reporting requirements for a 
charity are very different to those for a co-operative 
or a community benefit society. There are also 
important differences in ownership rights and 
taxation for each of these types.

 FURTHER INFORMATION
CIPFA resources on social 
enterprise:

CIPFA’s TISonline 
information service includes 
information streams 
on charities and social 
enterprises. See:  
tinyurl.com/jyjtjcx

CIPFA has also produced 
a number of publications 
on social enterprise, 
particularly in relation to 
their use in public service 
delivery. Recent examples 
include:
Social enterprise and public 
service delivery (2014 
edition): tinyurl.com/z5jakl6
Social enterprise business 
planning and assessment: 
tinyurl.com/glqhv9b
Staff mutuals and public 
service delivery:  
tinyurl.com/jd2c7xe
Charity accounting 
publications include:
Charities SORP (FRS 102): 
tinyurl.com/jgepls8
Charities SORP (FRSSE): 
tinyurl.com/gpkhrl5
Charities SORP FRS 102: 
Disclosure Checklist (2015 
Edition):  
tinyurl.com/hmjv7y2
Charities SORP FRSSE: 
Disclosure Checklist (2015 
Edition):  
tinyurl.com/jcdgyoe

John Maddocks is an 
accountant with more 
than 25 years’ experience 
of working in and with 
charities, co-operatives 
and social enterprises. His 
work as a CIPFA technical 
manager focuses mainly 
on social enterprise, 
commissioning and 
sustainability issues. 
John has contributed to 
a range of publications, 
research papers, courses 
and workshops on related 
topics.
Recent publications include 
Social value: Defining, 
delivering, reporting and 
Social enterprise and public 
service delivery. Current 
areas of research include: 
public service mutuals, 
integrated reporting, social 
value, and financial and 
non-financial reporting.
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science of examining raw data with the purpose of 
drawing conclusions about that information. With 
the introduction of ‘big data’ (large or complex 
data sets) most businesses and professionals have 
been exposed to the power of this facility. However, 
because this is a new technology, many businesses 
are still scratching the surface of these subjects.

When they first consider the colourful graphs 
and bubble charts produced by data analytics, 
some accountants may not appreciate that these 
graphs can also add value to their accounting 
practices. Accountants, especially those dealing 
with SME clients, are busy using classical 
approaches and perhaps only use software 
for tasks such as bookkeeping. In a broad way, 
their processes and practice management have 
changed little in the past few decades. One of 
the key reasons for this lack of progress is that 
small businesses are totally reliant on their 
accountants for financial and management 
accounts. Small businesses rarely challenge or ask 
for more information or hidden insights from their 
accountants. Further, many SMP accountants are 
operating in template-based practices. They simply 
complete spreadsheets with updated client details 
and data.

Making the right choice
Businesses need to know how to deliver solutions 
to their customers that are faster, better or cheaper 
than those supplied by their competitors. To 
achieve this, businesses need to make strategic 
choices to be in a leading position in their industry 
sector. Accurate reporting is just the beginning for 
any accountant.

Accountants can play a very important role 
here using data analytics and can highlight facts 
that would otherwise be ignored. Identifying 
the important and less important resources 
of the business and suggesting how their use 
might be realigned can help clients to increase 
gross margins. A simple asset utilisation report 
and illustrations of their contribution to revenue 
can help businesses when taking key strategic 
decisions. Simple analytics processes such as 
correlations and regression can help to define 
cause and effect scenarios and these will assist in 
the better understanding of supply and demand 
processes. Accountants with the proper analytics 
capabilities can identify hidden revenue and cost 
saving opportunities for their clients.

Elementary process
Atal Malviya explains that accountants could make better use of data analytics to 
investigate and explain their clients’ businesses.

TEN SECOND SUMMARY

1  Can accountants provide detailed explanations 
to all elements of cashflow forecasts and other 
financial projections?

2  Does a lack of questioning by clients mean that 
accountants fail to provide additional useful 
financial information?

3 Businesses need to know how to deliver 
solutions to their customers that are faster, 
better or cheaper than those supplied by their 
competitors.

Atal Malviya is the 
director of PracticePA 
and a successful leader 
and critical thinker with 
extensive experience 
in building, scaling and 
running fast growth 
start-ups. He is founder 
of venture capital funded 
data analytics companies 
Odimax and Concepto 
Analytics.
Atal has extended 
consulting services to 
many global brands 
such as Dominos Pizza, 
Samsung, Qatar Telecom, 
Russian Rails and Gate 
Gourmet to craft winning 
business strategies.
Atal is a research fellow at 
Ashridge Business School 
UK.

Mark and the potential investors for his 
business were discussing the business 
plan that he had presented in the 
hope of securing a £2m investment 
in return for 20% of his business. After 

20 minutes of high-level discussion, investors started 
to dig deep into the figures in the revenue projection 
sheet and struck on a number. They asked Mark to 
explain the calculations.

Mark immediately pointed to his accountant, John, 
who was sitting next to him, and asked him to take the 
lead, giving the excuse that John took care of most 
of the financial parts of his business. Investors did not 
like this approach by the promising entrepreneur, but 
they turned towards John.

John explained most of the numbers quite 
well, but could not explain why a very aggressive 
marketing plan in month 3 was not reflected in 
higher revenue. This was a simple point that he 
had failed to identify. Rather than analysing the 
pattern between marketing investment and a 
commensurate increase in revenue he had simply 
shown the normal monthly growth in expected 
revenue.

Plugging in to better data
Accountants, like John, use data – financial data 
– more than anyone else in the business world. 
However, accountants are also one of those 
professions that rarely use data analytics – the 

 Data! Data! Data! I can’t make bricks 
without clay.” Sherlock Holmes.

SMEs & SMPs
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 FURTHER INFORMATION
PracticePA is cloud based 
practice management 
exclusive for UK based SMP 
accountants. Visit:  
www.practicepa.com.
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Patterns to profit
Some may argue that data analytics is not a new 
field for accountants. Detailed management 
accounts produced by an experienced accountant 
may include information such as ratio analyses 
that management can use for strategic decision 
making. But the one thing still missing in many 
accounting reports is pattern matching and 
analytics.

For example, in an ice-cream parlour business, 
a pattern may emerge from the number of ice-
creams sold, the revenue generated and the daily 
temperature. If accountant can analyse this for a 
few months, accurate predictions of the projected 
business revenue for the coming months can be 
made on the basis of weather forecasts.

Here are few more examples of how data 
analytics can help accountants to gain more 
insights.
1. Analytics-based questions and 

suggestions
a.zWhat are the real drivers for 

revenue and costs?
b.zAre all customers equally 

profitable?
c.zWhat is the typical return 

on investment of our sales 
employees?

2. Identifying and using the patterns
a.zAre there any items that a 

business buys frequently that 
can be bought in bulk to enable 
discounts to be obtained?

b.zWhich region is contributing  
the most (or the least) to the  
sales revenue?

c.zAre there any outlier payments  
(duplicates etc)?

3. Predictive analytics – planning the future
a.zWhen will the business run out of money?
b.zCan revenue be predicted for next year 

based on other forecasts about the 
economy?

Summary
Data analytics is redefining all aspects of 
businesses and accountants should ensure that 
they are not left behind in their application. 
These processes also provide opportunities for 
accountants to start creating differentiating 
factors to set them apart from their competitors. 
This will enable them to become market leaders 
through the use of their analytical power.

Data analytics are an important part of any 
modern accounting firm and add tremendous 
value to clients. In the end, always remember “If 
you can’t measure it, you can’t improve it.”

http://www.practicepa.com
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The outlook for small businesses following 
the shock vote to exit the European Union 
is, like so much else in the political and 
economic landscape, in flux. The short 
term will be difficult, but in the long run 

there are opportunities as well as challenges and 
small businesses can use these to their advantage. 
Key issues will be the investment and trade 
settlement following the two-year period between 
triggering Article 50 and the UK’s post-EU future.

Falling confidence
The immediate aftermath of the Brexit vote will 
see a recession – a fact universally acknowledged, 
even by Leave supporters. The economy grew by 
0.4% over the first quarter, a rate expected to fall 
in the second quarter and turn negative in the 
third following the uncertainty created by the vote. 
Early indications show a steep fall in confidence 
among all sizes of business, a standard reaction 
to uncertainty. The latest (Q1) national accounts 
showed business investment is already shrinking. 
It is set to contract further, leaving the burden 
of powering expansion squarely on consumer 
spending. As the effects of a long boom in hiring 
and house prices fade, consumer confidence has 
already plunged to its lowest level since July 2013 
and is likely to keep falling as employment and 
property prices go into reverse. The drop in the 
pound will soon feed through to purchasing power, 

Looking to 
the future
Uncertain times following the Leave vote require 
small business to seize the initiative to maintain 
their competitiveness, suggests Alasdair Cavalla.

TEN SECOND SUMMARY

1 A recession is likely to follow the Brexit vote, 
although the Leave vote is not the only cause 
of this.

2 Ensuring that UK product regulations remain 
close to EU standards will help to mitigate 
exporting costs.

3 Small businesses should involve themselves in 
rule-making for the new regime by lobbying 
their own trade associations and relevant 
government departments.

and interplay 
between effects on 
the real economy and 
on sentiment is likely 
to create a downward 
spiral. This could be 
arrested through central bank 
intervention, resolution of 
uncertainty around the UK’s 
trading position, or some 
other factor. But it is likely 
to last long enough to 
create two quarters of 
contraction, technically 
known as recession and 
this tends to hit small firms 
harder than their better-
cushioned larger rivals.

The fall had causes other 
than the looming referendum, 
but the early indications suggest 
that business confidence has plunged 
following the referendum, and it would be 
surprising if small business defied this pattern. 
This does not mean medium or long-term 
consequences will also be negative; abrupt 
adjustments are usually painful, even those with 
beneficial results further out. But the UK economy 
is not in a strong position to weather this storm; the 
same survey showed that the domestic economy 
and consumer demand were already the two 
greatest worries for small businesses.

Services to create highest tensions
Small businesses that export would surely like to 
keep automatic access to the world’s largest single 
market, as would many likely members of the new 
government that has to negotiate this deal. But the 
immense political pressure to end the free movement 
of labour, now that the referendum has gauged the 
mood on this issue, makes continued single market 
access – which depends on it – unlikely.

Small businesses will want to ensure UK product 
regulation remains as close as possible to the EU. If 

SMEs & SMPs
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regulatory standards diverge, the cost 
associated with exporting rises fast 

because different models become 
necessary for domestic and 

export markets. Making sure that 
British trade associations work 
closely with their European 
counterparts will be key to 
preventing this from going 
too far.

While free trade in 
goods will be relatively 
easy to organise, free trade 
in services does not quite 
exist yet, even within the 
EU. Ironically, the UK had 
been one of the main drivers 

behind harmonising rules 
in services trade, especially 

compared to nations such as 
France which has tended 
to drag its feet in opening 

markets for particular 
professional services.

The implications for small 
businesses are potentially 

severe: large financial service 
providers are lynchpins of an 

entire ecosystem of professional 
services firms that will shrink in 

their absence. 
Estimates of job losses for the City  

are in the tens of thousands, meaning  
tougher times for small businesses such as  
lawyers, accountants and consultants which 
depend on them. In London, 18% of firms with 
fewer than 50 employees are in professional 
services and a further 9% are in administrative 
and support services, which helps to keep other 
businesses running smoothly. The timing of 
job losses will be particularly sensitive to twists 
and turns in the negotiation: some banks have 
announced job relocations already, but others may 
follow if and when the passporting regime looks 
under threat.

Skill shortages
The other key issue is access to skills. This ranks 
as a large concern for small businesses because 
shortages in many occupations are acute and of 
importance to those companies which require 
them. This is especially the case for manufacturers, 
professional services, and information and 
communications industries that rely on technical 
and analytical skills in which the UK tends to lag its 
European competitors. We can expect wage premia 
for those possessing these skills, which could be 
disruptive to businesses that need them–a remedy 
is not easily visible. Trade associations can lobby 
for particular skills to go on the government’s 
approved shortage list, or the so-called ‘points-
based” system that may constitute the new regime 
– which in fact bears close similarities to current 
arrangements.

How are small businesses to respond to 
these threats of economic slowdown, limited 
access to skills, and a downturn in business-
to-business work in financial services? There 
will be opportunities as well as threats. In the 
short term, the pound has depreciated against 
rivals’ currencies. British firms gain an edge 
here, provided their input costs do not rise 
commensurately – which they are unlikely to. 
Potential gains come thanks to the altered trading 
regime. India has been making encouraging 
noises about starting trade talks quickly. And 
while it may be harder to lure partners into 
engaging in deals, being a smaller entity at least 
enables the UK to focus new efforts better. While 
the net effect may be lower volumes of trade in 
the short to medium term, opportunities to win 
business in new markets are undeniable.

The winners of de-globalisation
The vote to exit was to some extent a vote 
against globalisation. Although some high-
profile proponents went to lengths to combat 
this impression, it is clear that increasing free 
trade and free movement have been rejected by 
a sizable section of the electorate and unless we 
want increasing disillusionment, we can expect a 
hiatus or reversal of the long-term structural trend 
towards these. 

While theory resolutely supports the position 
that barriers to trade mean lower economic 
welfare for society on aggregate, there are 
winners as well as losers. Those that rejected the 
EU hope to find a less globally oriented British 
economy more propitious for their own welfare. 
And a greater degree of protectionism creates 
market opportunities for firms in affected sectors.

Non-discrimination rules within the single 
market meant that government contracts had to 
be awarded to the best offer from across the EU. 
An obvious example involves energy and train 
operating companies, where UK firms may no 
longer have to bid against national champions 
from France, Germany and Spain for large 
contracts. The same applies to many government 
tendering processes. While large businesses stand 
to gain the most from some of these changes, 
small businesses can leverage their positions as 
suppliers to larger ones.

The main chance
The key opportunity for small businesses in this 
new, uncertain era relies on their involvement in 
the early stages of rule-making in the new regime. 
The characterisation of the EU as ‘cosy’ with big 
business was correct, though by no means unique 
to the European level of administration. This is a 
moment for small businesses to seize, leveraging 
their own trade associations’ connections within 
the organisations that will create the post-
Brexit settlement: the Department for Business, 
Innovation and Skills, UK Trade and Industry, and 
the Home Office.

 FURTHER INFORMATION
A net balance of +67% of 
small businesses engaged 
in financial and insurance 
activities expected 
prospects to improve as 
of Q2 2015, compared 
to -27% in Q2 2016, a 
swing of 94%. Optimism 
among small companies 
in the information and 
communications sector fell 
from a net balance of +36% 
to +6%.

Alasdair Cavalla 
works in the Cebr’s 
macroeconomics 
practice. He focuses 
on international issues, 
particularly India, South 
East Asia and global 
cities. He has a BA 
from the University of 
Oxford in economics 
and management and 
an MSc from the School 
of Oriental and African 
Studies in economics with 
reference to South Asia.
The Centre for Economics 
and Business Research 
(Cebr) supplies 
independent economic 
forecasting and analysis to 
hundreds of private firms 
and public organisations. 
Visit: www.cebr.com.
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Building businesses
Profits and psychology. Gloria Murray explains 
how to ensure that clients have the correct 
pricing structure.

TEN SECOND SUMMARY

1  Increase profit by higher prices rather than 
reduced expenses.

2  A premium service can demand a higher price.
3 Standing out from the competition and raising 

the perception of benefits provided.

 FURTHER INFORMATION
zz Ringtons 250g for 

£2.35 compared 
to The Wee Tea 
Company 15g for 
£35
zz Innocent Smoothie 

750g for £2.79 
compared to Tesco’s 
Smoothie 750g for 
95p or Innocent 
Super Smoothie 
750g for £3.39

As accountants we all know what 
makes up the profit equation: sales 
less expenses equal profit. But 
sometimes we might spend too much 
time looking at expenses and how 

clients can reduce these to increase profitability. 
What if we helped our clients look at increasing 
sales within current resources instead?

Imagine clients increasing their sales by 10% 
or 20% without having to take on more staff or 
bigger premises? The key area to achieving this 
is through pricing. In my 20 years of experience 
working with small and micro businesses I have 
never encountered a client who charges too much 
for the work they do or the products they sell.

Premium pricing
This may be a controversial topic because we 
hear people talk about pricing in terms of ‘what 
the market can stand’. But exceptions to this rule 
can be seen all around us. Here are three I can 
think of:
1. Tea. A commodity product one would think, 

but why would someone pay an extra 10% or 
20%? Well some people would, check out The 
Wee Tea Company. It sells a tea that is much 
more expensive than a normal loose leaf tea.

2. Smoothies. Pureed fruit anyone? Innocent 
Smoothies are almost three times more 
expensive than Tesco’s own brand. However, 
Innocent understands premium pricing 
and has a super smoothie that is even more 
expensive than their normal smoothie.

3. Bed & breakfasts. Fancy a break in the Lake 
District? The cost can be between £50 and 
£116 a night; the difference between 3-star 
and 4-star accommodation.

I hope these examples (see Further 
Information) illustrate that there is no such thing 
as an average price. So why should we let our 
clients set their prices according to what their 

competition is charging? I call this ‘sitting on  
the fence pricing’ and I’ve certainly done this 
myself. When I started my practice almost  
20 years ago I looked at my local competitors 
and made sure my prices were not too high and 
not too low. But this just meant that I entered a 
very crowded marketplace where I had to jostle 
to make myself seen and heard above the other 
accountancy firms.

After a few years of being very busy and not 
making enough profit I realised I was giving my 
clients much more than the competition, but 
for about the same price. Consequently, over a 
period of time I reduced my client base by 50% 
and increased my prices. That took a lot of time 
and energy.

Achieving targets
Further, what if the competition are doing things 
wrong in the first place? This can be seen within 
specific industry areas. There might be one or 
two stars that shine and make much more profit 
than the rest. But accountants may act for many 
more clients in the same industry that are in the 
doldrums – just surviving and lurching along 
from one crisis to the next.

So why should accountants speak to their 
clients about this in the first place? Because we 
are good at numbers and, in general, our clients 
are not. Much of the time they go by ‘feelings’. 
They ‘feel’ less busy than the same time last year, 
it ‘looks’ like there are fewer customers through 
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I suspect that most of our clients would be 
very happy to be 30% less busy for the same 
amount of profit. They understand the freedom 
this can bring – whether in giving space for new 
customers, spending time with their family or 
even having more holidays. An accountant can 
use that time to provide valuable input and bring 
clients’ numbers to life.

The psychology of pricing
How can we help clients achieve this without 
losing all their customers? This has much to 
do with psychology. There is a whole branch 
of economics called behavioural economics 
and one of the major study areas is pricing. 
Research shows that pricing has more to do 
with perception than with logic. If something 
is priced too low it can be seen to have little 
value. Conversely, if something has an expensive 
price tag it is assumed to be of higher quality. 
Stella Artois used their ‘reassuringly expensive’ 
advertising for many years because it worked.

To raise prices, a business needs to raise the 
perception of the benefits it provides by the 
same amount. These benefits can be tangible 
as well as intangible, but they are very distinct 
from features. We don’t buy a drill bit because we 
want a drill bit, we buy it because we want a hole. 
Apple are very good at this, when they launched 
the iPod they didn’t sell it by telling customers 
the memory size; instead, they explained how 
many tunes it would hold. 

As accountants, our clients don’t want a set of 
accounts and a tax return – they want peace of 
mind, a safe pair of hands, and someone they can 
trust. If they don’t get these benefits, and only see 
accounts and a tax return, they have no loyalty 
and will go elsewhere. If we help our clients to 
look deeply at the benefits they bring to their 
customers, not only can they charge more but 
their customer base will be much more loyal too.

Conclusion
To summarise, it is also about making sure that 
clients are different from the competition. The 
easy way to do this is to get them to discover 
what their customers hate about their specific 
type of business and getting them to design this 
out of their business. This is exactly what I did 
when I started my practice. I listened to business 
owners’ bugbears with their accountants 
and made sure I didn’t repeat these mistakes. 
Typically, these were things such as: not getting 
back to them promptly; talking in jargon; not 
explaining matters; and submitting tax returns 
late. By addressing these issues and tackling 
them head on it was easy to stand out and give 
clients what they really want.

My final advice for accountants is to have  
good conversations with clients about how 
much they charge. This will enable them to have 
sustainable and profitable businesses that can 
grow the UK economy.

Gloria Murray is 
managing director 
of Murray Associates 
Accountants Limited. 
She specialises in 
business growth and runs 
mentoring groups for 
business owners where 
she guarantees them 
a minimum increase in 
profit of £20,000. She is 
building a group to teach 
her mentoring system to 
other accountants.  
Gloria can be contacted 
by email at:  
gloria@murrayassoc.co.uk.

the door. But rarely do clients examine the 
numbers. This is our strength and it is where we 
can add value to our clients which in turn means 
that we stand out from our competitors.

When meeting a client to discuss their year-
end accounts, why not ask what they would like 
to achieve in profit terms next year and then 
explain how putting their prices up can go a long 
way to achieving this. It will also be necessary to 
calculate how many customers they would need 
to lose before their profit fell back to the pre-
price increase level.

Pricing examples
Let’s work through a couple of examples. A 
client has a gross profit percentage of 50% 
and they increase their prices by 20%. In this 
case, they could afford to lose 28.57% of their 
customer base before profits fell back to the 
level before they put their prices up.

If a client with a gross profit percentage of 
25% puts their prices up by 20%, they could lose 
44.44% of their customer base before profits 
were reduced to the pre-increase level.
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of the risks and uncertainties that go beyond the 
specific requirements in accounting standards. This 
is set in the context of the disclosure of principal risks 
and uncertainties in the strategic report.

The guidance does not require the preparation 
of a viability statement as is required by companies 
that apply the UK corporate governance code. 
Companies that are required or choose voluntarily 
to apply the UK corporate governance code are 
excluded from the scope of this guidance as specific 
guidance for such companies is covered elsewhere.

Small and micro-companies
Small and micro-companies are excluded from 
the Scope of the Guidance because there are 
no requirements for these companies to provide 
disclosures on the going concern basis of accounting 
and material uncertainties (see opposite for further 
information). However, UK GAAP and IFRS both 
require these companies to assess whether the 
going concern basis of accounting is appropriate 
in preparing their financial statements. Therefore, 
directors of small and micro companies may wish 
to refer to the relevant sections of the guidance to 
assist them in meeting the applicable requirements.

Medium and large companies
Medium and large companies are required by law 
to prepare a strategic report, including disclosure 
of their principal risks and uncertainties. The 
assessment should include consideration of threats 
to solvency and liquidity.

As well as making 
an assessment of the 
appropriateness of the going 

The right direction
Deepa Raval explains the new guidance on the 
going concern basis and solvency and liquidity 
risks for companies that do not apply the UK 
corporate governance code.

TEN SECOND SUMMARY

1  Small and micro companies must assess 
whether the going concern basis of accounting 
is appropriate.

2  Factors to be considered on the assessment of 
the going concern basis and the identification 
of risks and uncertainties.

3 Companies should disclose information in the 
annual report when it is relevant to investors.

 FURTHER INFORMATION
FRC’s Guidance on the Going 
Concern Basis of Accounting 
and Reporting on Solvency 
and Liquidity Risk:  
tinyurl.com/zsfqmvh
FRC’s Guidance on the 
Strategic Report:  
tinyurl.com/mhoh5ys
Visit: www.frc.org.uk
Follow the FRC on Twitter:  
@FRCNews

The concept of the going concern basis of 
accounting underpins the preparation 
of company financial statements. It is a 
concept that often receives more attention 
in times of economic uncertainty such 

as that experienced following the banking crisis 
in 2008. However, the assessment of the going 
concern basis of accounting and consideration of 
the possible impacts of solvency and liquidity risks 
should be an ongoing consideration for directors.

The FRC’s guidance
In April 2016, the Financial Reporting Council (FRC) 
published best practice Guidance on the Going 
Concern Basis of Accounting and Reporting on Solvency 
and Liquidity Risk. The new guidance replaces the 
FRC’s Going Concern and Liquidity Risk: Guidance 
for Directors of UK Companies 2009.

The term ‘going concern’ is defined in a 
narrow way within the guidance, referring to 
the going concern basis of accounting for 
the preparation of the financial 
statements. In issuing the 
guidance, the FRC 
sought to encourage 
directors to take a 
broader view, over 
the longer term, 
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concern basis of accounting, UK GAAP and 
IFRS require medium and large companies to 
include disclosures when there are material 
uncertainties related to events or conditions that 
cast significant doubt upon a company’s ability 
to continue to adopt the going concern basis 
of accounting or when the company does not 
prepare financial statements on a going concern 
basis of accounting.

Going concern and uncertainties
The FRC’s guidance includes factors for directors 
to consider in relation to the assessment of 
the going concern basis of accounting and 
identification of principal risks and uncertainties.

The threshold for departing from the going 
concern basis of accounting is high and limited to 
circumstances where, at the date of approval of 
the financial statements, the directors:
zz intend to liquidate the entity or cease trading; or
zz have no realistic alternative to liquidation or 

cessation of operations.

The assessment is made over a relatively 
short timeframe which may not provide 
readers of the annual report with a full 
picture of the solvency and liquidity risks 
that may affect the company in future. For 
companies applying UK GAAP, the assessment 
of a company’s ability to continue to adopt 
the going concern basis of accounting and 
material uncertainties is at least 12 months 
from the date that the financial statements are 
authorised for issue.

When there are material uncertainties that 
may cast doubt upon the company’s ability to 
continue to adopt the going concern basis of 
accounting in the future, the financial statements 
should clearly disclose the existence and nature 
of the material uncertainty. This should include a 
description of the principal events or conditions 
that may cast significant doubt on the company’s 
ability to continue as a going concern and the 
directors’ plans to deal with these events and 
conditions.

Solvency and liquidity risks
As part of their assessment of principal 
risks and uncertainties, the FRC’s guidance 
encourages directors of medium and large 
companies to consider threats to solvency and 
liquidity. Where these are material they should 
be disclosed as part of the strategic report.

The FRC’s guidance describes solvency  
risk as the risk that a company will be unable  
to meet its liabilities in full; and liquidity risk  
as the risk that a company will be unable to 
meet its liabilities as they fall due. 

Solvency risk is more severe and is likely 
to be preceded by a lack of liquidity. The 
guidance encourages directors to consider  
the likelihood and possible impacts of these 

risks materialising.

Materiality and disclosures
The FRC attaches great importance to Clear and 
Concise Reporting and encourages companies 
to only disclose information in the annual report 
when it is relevant to investors. 

In 2014, the FRC published Guidance on the 
Strategic Report. One of its objectives was to 
promote greater cohesiveness in the annual 
report through improved linkage between 
information within the strategic report and in the 
rest of the annual report.

In a similar vein, reporting on solvency and 
liquidity risk as part of the disclosure on principal 
risks and uncertainties in the strategic report 
and the going concern basis of accounting in 
the financial statements are related concepts. 
Therefore, the FRC’s Guidance on the Going 
Concern Basis of Accounting and Reporting on 
Solvency and Liquidity Risks encourages directors 
to consider the use of cross-referencing and 
signposting to show the relationships between 
the concepts.

Further information on cross-referencing and 
signposting can be found in the FRC’s Guidance on 
the Strategic Report.

Auditor reporting
Auditors have responsibilities in relation to the 
directors’ assessment of the company’s ability 
to continue to adopt the going concern basis of 
accounting and related disclosures in the financial 
statements or annual report. The FRC’s Guidance 
on the Going Concern Basis of Accounting and 
Reporting on Solvency and Liquidity Risks contains a 
summary of the audit approach in this area.

SCOPE OF THE GUIDANCE

Small and micro-companies are excluded from the scope of the guidance 
on the basis that:
zz micro-companies applying FRS 105 The Financial Reporting Standard 

Applicable to the Micro-entities Regime are not required to provide any 
disclosures on the going concern basis of accounting because their 
financial statements are presumed, in law, to give a true and fair view if 
the (minimal) legal disclosure requirements are met;
zz small companies applying Section 1A Small Entities of FRS 102 The 

Financial Reporting Standard applicable in the UK and Republic of Ireland 
are not required to provide disclosures on the going concern basis 
of accounting, although their directors are encouraged to provide 
such disclosures, where appropriate, in meeting their responsibility to 
prepare financial statements that give a true and fair view; and 
zz they are not required to prepare a strategic report.

CLEAR AND CONCISE REPORTING

The FRC has a clear and concise initiative underway, which aims to ensure 
that annual reports provide relevant information for investors. The initiative 
promotes the idea of good communication in corporate reporting and 
encourages companies to consider the application of materiality when 
preparing their annual reports. 
Further information on this is available at: tinyurl.com/powx6wj.

Deepa Raval is a project 
director in the Accounting 
and Reporting Policy 
Team at the Financial 
Reporting Council (FRC). 
Deepa leads the FRC’s Clear 
& Concise initiative and 
the annual reports work 
stream with a focus on 
narrative reporting. This 
includes leading the work 
on the FRC’s Guidance on 
the Strategic Report and 
Guidance on the Going 
Concern Basis of Accounting 
and Reporting on Solvency 
and Liquidity Risks.  
Deepa takes a keen interest 
in initiatives aimed at 
making disclosures more 
effective and is the author 
of the FRC’s discussion 
paper Thinking about 
disclosures in a broader 
context – a roadmap for a 
disclosure framework.
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Recent months have seen much press 
and social media coverage of work 
dress codes. The latest coverage 
appears to have been initiated by the 
news that an agency receptionist for 

a large firm of accountants was obliged to wear 
high heels at work causing much discomfort. 
She refused to comply and was sent home.

Many firms will adopt a dress code – often 
to reflect the professional image that they 
wish to project to their customers. However, 

Suited  
and booted
Peter Schofield considers the sensitive issue of 
what should be worn in the workplace.

TEN SECOND SUMMARY

1 Can different professional clothing standards 
be set for men and women?

2 As with sex discrimination, it is unlawful to 
treat someone less favourably because of 
their religion or belief.

3 Even if on the right side of the law, an 
employer should bear in mind the negative 
publicity that could arise from a too-rigid 
approach.

SCHMIDT V AUSTICKS BOOKSHOPS LTD

A female employee in a bookshop was dismissed, having refused to 
wear a skirt and not trousers, and having refused to wear an overall. She 
contended that these requirements constituted unlawful discrimination on 
grounds of sex. An industrial tribunal held that the requirements did not 
constitute such discrimination.

On appeal: It was held that because the men employed in the shop 
did not have to wear overalls, there was discrimination within the Sex 
Discrimination Act 1975, s 1(1)(a). However, the employee was not actually 
dismissed for refusing to wear overalls, and the requirement could not be 
said to constitute any other detriment within s 6(2)(b). This was because 
something could only constitute a detriment when there was something 
serious or important about it. Nor was the requirement that women should 
not wear trousers less favourable treatment on grounds of sex within s 1(1)(a). 
 This was because there was no comparable restriction which could be 
applied to the men that could lead to the conclusion that women were 
being treated less favourably. In any event, there were certain restrictions, 
albeit different ones, on what the men could wear, and so it could be said 
that the employers treated men and women alike in that rules governed 
clothing and appearance in both cases. The appeal was dismissed.

employers must remember that it is unlawful to 
treat a worker less favourably because of their 
sex – this is known as ‘direct discrimination’. 
In the context of dress codes, this could be an 
issue if an employer insists on different rules 
about clothing for men and women. However, 
since there are conflicting ideas on what 
is conventional dress for men and women, 
differences between the requirements may not 
necessarily amount to sex discrimination. For 
example, a requirement for men to wear a shirt 
and tie and for women to ‘dress appropriately 
and to a similar standard’ would not be 
discriminatory, because a common standard 
would be set with neither sex being treated less 
favourably than the other.

The case of Schmidt v Austicks Bookshops 
Ltd stated that any clothing rules should be 
considered as a whole to decide whether there 
had been differential treatment. As long as any 
restrictions are applied even-handedly – even 
if there are differences in the requirements – it 
may be difficult for a worker to show that there 
has been less favourable treatment.

Work and work wear
A common question from employers is whether 
they can stipulate what staff should wear 
at work. The answer is that as long as any 
requirements are not discriminatory, there is 
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a significant amount of leeway in terms of what 
an employer can require. Health and safety 
requirements might mean employees need to 
wear protective clothing. Alternatively, a business 
may want its staff to maintain a professional 
image, so that smart clothing is required. And 
perhaps in warmer weather the firm would like to 
preserve that professional image by not allowing 
employees to attend work in sandals, short skirts, 
shorts or without a tie. Different dress codes will 
suit different businesses.

However, it may be unfair to dismiss an 
employee for not following the dress code if 
any requirement is deemed to be unreasonable. 
Therefore, it is always best to think about why a 
particular code is being implemented.

Religious beliefs
This is a slightly more complicated issue. As with 
sex discrimination, it is unlawful to treat someone 
less favourably because of their religion or belief. 
However, given that any dress code is going to be 
applied to everyone equally, it may be difficult 
for a worker to show that there has been less 
favourable treatment.

The more likely issue is that a provision, 
criterion or practice (PCP), in this case a dress 
code, is applied which places individuals with 
particular religious beliefs at a disadvantage 
compared with those who do not hold 

Peter Schofield is director 
of legal services at Ellis 
Whittam, which provides 
employment law, human 
resources and health 
and safety services to UK 
employers. Telephone 
0845 226 8390 or visit: 
www.elliswhittam.com.

those beliefs. This is known as ‘indirect 
discrimination’.

For example, requiring women to wear 
skirts may impact unfairly upon some religious 
groups, where legs must remain covered. 
Likewise, requiring workers not to wear 
jewellery may affect those with Christian 
beliefs, where wearing a crucifix is often an 
outward display of the wearer’s faith.

Although employers are advised, wherever 
possible, to be tolerant of religious dress, there 
will of course be occasions where freedom 
needs to be curtailed. In such circumstances, 
the guiding principle is to analyse the impact of 
wearing a specific mode of dress, or the item in 
question, on an employee’s ability to do their 
job effectively. If the work cannot be done as 
effectively because of the dress or item, it is 
likely that there will be a fair justification for 
limiting freedom of dress. As a multi-cultural 
society, it is unsurprising that there will be times 
when restrictions need to be imposed that will, 
unfortunately, be disputed by some individuals.

Adverse comment
If you are satisfied that your dress code is 
non-discriminatory, that is not necessarily the 
end of the matter. This was illustrated by the 
widely reported case of Nicola Thorp who – as 
mentioned above – was sent home for refusing 
to wear high heels.

Even if the dress code is lawful, if an 
individual decides to take to the internet to 
complain about it, the employer is then in 
the hands of the public to pass judgement on 
whether such a policy is reasonable. Nicola 
Thorp managed to obtain more than 100,000 
signatures on a petition seeking to outlaw a 
requirement to wear high heels. Whether this 
ultimately results in legislation being passed 
or not, the adverse press coverage led to the 
agency she was assigned to changing their 
policies. It would appear that the justification 
of ‘industry standard practice’, as put forward 
by the agency, may not cut it. It would be wise, 
therefore, for employers to think carefully about 
why they require a particular dress code.

Conclusion
Generally, we all think that we are reasonable 
and may be inclined to view those who 
disagree with us as being unreasonable. But on 
dress codes – and on related matters such as 
tattoos and piercings – it is good practice for 
an employer to consider their reasoning when 
drafting or updating a dress code. Taking the 
opportunity to consult with employees on this 
subject may make it more likely that this will be 
acceptable to both employers and employees. 
Good communication and taking account of 
religious preferences and requirements, where 
this is possible and not a safety risk, should 
facilitate acceptance.



Membership of a professional body
Those who have already gained membership of a 
professional body such as ACCA, ICAEW or CIMA are 
also eligible for IFA membership at associate level. 
Members of accountancy bodies such as AAT an IAB 
are eligible for membership at financial accountant 
executive (FAE) level. Those who would like to 
upgrade to full membership at associate level can 
undertake one of the IFA’s level 5 diplomas. These 
can take as little as 12 to 18 months to complete.

IFA qualifications
The IFA offers qualifications at level 4 and 5 which 
provide access to IFA membership. Completion of 
the level 4 diploma for SME financial accountants 
provides access to membership at FAE level. The 
level 4 diploma also provides a pathway to the IFA’s 
level 5 diplomas. Once that that and the ethics 
assessment have been completed, the student is 
eligible to become an associate member of the IFA.

The IFA’s education team will assess an applicant’s  
qualifications and provide a tailored pathway for 
them to become an associate of the IFA. For example, 
someone who holds a level 3 qualification, a degree 
in a non-finance subject or has two A levels, three 
GCSEs in five different subjects including English 
and Maths and has two years’ work experience in 
the accountancy sector, is eligible to undertake the 
level 4 diploma for SME financial accountants.

To provide an idea of content, this is a highly 
vocational first-step qualification for financial 
accountants and managers focusing on developing 
essential skills. The course provides awareness of 
the accountancy and tax regulatory environment, 
the operational requirements of the accounting and 
finance function, and the abilities that are expected 
of a professional accountant at work.

For example, those who hold a level 4 qualification 
with AAT, IAB or CFAB with ICAEW, hold an HNC or 
HND in accountancy or a finance related degree are  
eligible to study for one of the level 5 diplomas, the  
level 5 diploma for SME financial managers or the level 
5 diploma for SME finance and business managers. 

For these qualifications students must show they 
can produce a full range of financial information 
and accounts, and are able to interpret these. 
The organisational requirements for the finance 
function, management information and the control 
environment are fully covered and students must 
show a full understanding and application of all 
aspects of managing the finance function for an 
SME. These qualifications provide a full induction as to 
what is expected of a professional accountant at work. 

TEN SECOND SUMMARY

1 Tailored pathways are available to help 
applicants achieve associate membership of 
the IFA.

2 Existing accountancy qualifications may mean 
eligibility for direct entry to IFA membership.

3 Applicants who are offered IFA associate or 
fellow level membership will also be eligible 
for IPA membership.

The two most frequent questions we are 
asked at the IFA are how to become an 
Institute member and how to obtain 
a practising certificate. Clearly, we 
aim to provide each enquirer with a 

tailored pathway to help them achieve associate 
membership of the IFA. This can be through either 
direct entry where they already have the necessary 
qualifications or by completion of the IFA’s level 4  
and 5 qualifications. Here we outline various 
scenarios to help readers or their colleagues identify 
a suitable route to associate level membership and 
access to an IFA practising certificate.

There are various routes to IFA membership:
zz Existing accountancy qualifications.
zz Membership of an accounting professional 
body.
zz Undertaking qualifications with the IFA.
zz Recognition of prior experience.

Let’s explore each of these areas in turn.

Accountancy qualifications
The IFA recognises existing accountancy and 
finance qualifications because it is important that 
we do not ask applicants to duplicate their studies 
unnecessarily to obtain Institute membership. 
Those who hold an accountancy degree, who have 
completed an accounting qualification or who are 
part qualified with a professional accountancy 
body such as ACCA or ICAEW may well be eligible 
for direct entry to membership at the IFA’s 
associate level. 

For example, ACCA students who have 
completed units F1 to F9 would be eligible for 
direct access entry to associate level membership.

If the applicant’s qualifications do not quite 
meet the criteria for full associate membership, we 
can review the coverage of their qualifications and 
advise on the specific IFA units or qualifications 
that they would need to complete to fill any gaps. 

 FURTHER INFORMATION
For further information 
please contact:
The education team at 
education@ifa.org.uk
The membership team at 
membership@ifa.org.uk
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Susan Divall maps out the various pathways to becoming a professional accountant.
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Susan Divall is education 
manager at the IFA and 
is responsible for all 
activities related to the 
qualifications provided 
by the IFA.  She can be 
contacted by e-mail at 
susand@ifa.org.uk or by 
phone 020 7554 0730.

Those seeking a practising certificate at the 
completion of their studies must study for the level 5  
diploma for SME financial managers. Alternatively, 
those who choose the level 5 diploma for SME 
finance and business managers, must ensure that 
they complete or have completed the IFA tax unit.

Recognition of previous experience
Applicants with more than five years’ work experience 
in the accountancy sector can apply for membership 
at FAE level. To upgrade to associate level membership 
and be eligible for a practising certificate they will 
need to undertake the IFA’s level 4 and 5 diplomas 
and have completed the ethics assessment.

The diagram above details the various routes 
available. These are just examples of possible 
pathways to becoming a professional financial 
accountant with the IFA.

Dual membership
Because the IFA is now amalgamated with the 
Institute of Public Accountants (IPA) of Australia, 
IFA membership also facilitates IPA membership. 
Applicants who are offered IFA associate or fellow 
level membership will also be eligible for IPA 
associate level membership and the AIPA designation. 
Applicants who are offered IFA associate level will also 
be able to use the designation MIPA, while those at 
IFA fellow level will be able to use the designation 
FIPA. This provides the opportunity of becoming 
members of two internationally recognised 
accountancy bodies with no additional charge.

Raising the bar
The IFA is committed to the highest ethical and 
professional standards. Central to this commitment 
is our uncompromising pursuit of the public 

interest and a commitment to excellence. We 
want members of the public to have confidence 
in the work, recommendations and conduct of 
our members. In support of this commitment, all 
applicants and students must provide evidence of 
having completed some form of ethics training or 
undertake the IFA ethics assessment before they 
are admitted to membership. IFA members must 
also undertake at least 30 hours of continuing 
professional development (CPD) each year. 

Obtaining a practising certificate
IFA associates or fellows based in the UK may seek a 
practising certificate to run their own practice. 

IFA members applying for a certificate must:
zz be a current member of good standing at either 

associate or fellow level;
zz have been working in the UK for at least two years 

in an appropriate accounting role to apply; and
zz be practising in the UK offering accountancy 

services to the public.

Once awarded a practising certificate members 
must maintain eligibility by:
zz compliance with the IFA’s CPD requirements;
zz having professional indemnity insurance cover; 

and
zz being supervised under the Money Laundering 

Regulations 2007.

Summary
I hope this ‘whistlestop tour’ of IFA membership 
routes will provide enough information for existing 
members to pass on to prospective applicants. 

Anyone who is unsure which route applies can 
contact the membership team at membership@ifa.
org.uk or, if interested in studying with the IFA, please 
contact the education team at education@ifa.org.uk.

www.ifa.org.uk July/August 2016  29

Choose your path to become a financial accountant

Student Member

FAE / AIPA
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Part qualified (CCAB) 

HNC or HND in 
accountancy or non-

qualifying degree

AFA / MIPA 
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qualification

Relevant accountancy 
degree

Qualifications 
equivalent  to IFA 
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of an IFAC  

member body

FFA / FIPA 

Fellow Member

3 years continuous IFA 
membership 

Fellow of a recognised 
IFAC member body 

Member

2 A Levels/3 GCSEs 
+ 2 years relevant 

experience

Level 3 qualification  
ie IAB or AAT
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TUESDAY, 6 SEPTEMBER 2016 (5.00PM – 9.00PM)

Devon & Cornwall Branch
Clive Curd, Veritas Advisory: Capital allowances –  
benefits, opportunities and issues
Plymouth Albion Rugby Club
Brickfields Recreation Ground, 25 Damerel Close,  
Plymouth PL1 4NE

Forthcoming local IFA branch meetings are 
listed alongside. These are a good way to 
network with colleagues. They are great 
opportunities to discuss practical and 
technical business, tax and accountancy issues 

with like-minded professionals.
A problem shared is a problem halved and you may 

be able to pass on valuable experience and knowledge.

Making tax digital for business
We are delighted to have representatives from HMRC 
speaking at our forthcoming Northern Counties and 
Manchester branch meetings. The government is 
revolutionising the services it provides to taxpayers and 
committed at Autumn Statement 2015 to invest £1.3bn 
to transform HMRC into one of the most digitally 
advanced tax administrations in the world. At the heart 
of this will be simple, secure and personalised digital 
tax accounts, bringing an end to the tax return.

Agent Services is part of HMRC’s ‘Making Tax Digital 
for Business’ programme. It will ensure that agents have 
access to the information and functionality they need 
to manage their clients’ tax affairs online. There will be 
a question and answer session and HMRC will:
zz outline the Making Tax Digital vision and high-level 

roadmap;
zz talk about the government’s vision;
zz explain HMRC’s digital transformation;
zz show how they will support customers;
zz explain the Agent Services prototype; and
zz provide some feedback on the progress of the beta 

service

Scotland’s IFA centenary
To celebrate the IFA centenary year, the Scottish branch 
is holding a black tie evening dinner. All IFA members, 
non-members and the business community are 
welcome to attend. The event will be held at Glasgow 
Caledonian University on Thursday, 25 August 2016 and 
further details can be found at: tinyurl.com/zgwylm5.

New meetings
Linda Wallace provides details 
of forthcoming branch meetings 
and events.

TEN SECOND SUMMARY

1 HMRC will be talking about ‘Making Tax Digital’ at 
local IFA branch meetings.

2 Forthcoming branch meetings – make a diary 
note and take your colleagues with you.

3 Scotland will be celebrating the IFA centenary 
with a black-tie dinner.

WEDNESDAY, 14 SEPTEMBER 2016 (6.00PM – 9.00PM)

Greater Manchester, Lancashire & Cheshire Branch
Programme: To be confirmed
University of Manchester
Room 3.204, Third Floor, University Place, Oxford Rd, 
Manchester M13 9PL

THURSDAY 25 AUGUST 2016 (7.30PM – 9.00PM)

North West Midlands Branch
Programme: To be confirmed
Wolverhampton Business School
University of Wolverhampton, Telford Campus, Shifnal Road, 
Telford TF2 9NT

THURSDAY, 28 JULY 2016 (6.00PM – 9.00PM)

Northern Ireland Branch
Torben Halorsen, Paperless Europe. Increasing productivity 
and revenue margins via automation
Dunsilly Hotel
20 Dunsilly Road, Ballymena, Antrim BT41 2JH

WEDNESDAY, 14 SEPTEMBER 2016 (6.00PM – 9.00PM)

West of England & South Wales Branch
Programme: To be confirmed
The Bristol Golf Club
St Swithins Park, Blackhorse Hill, Almondsbury, Bristol BS10 7TP



www.ifa.org.uk July/August 2016  31

MEMBERS

LOCAL BRANCHES

www.ifa.org.uk July/August 2016

MONDAY, 25 JULY 2016 (6.00PM – 9.00PM)

Essex Branch/London Branch
Joint London and Essex branch meeting

Chris Kelly, HMRC: Making Tax Digital 
Isobel Clift and Davinia Douglass, Gabelle LLP:  
Tax investigations
London South Bank University
Keyworth Centre, Keyworth Street, London SE1 6NG 

MONDAY, 19 SEPTEMBER 2016 (6.00PM – 9.00PM)

Essex Branch
Programme: To be confirmed
Jupiter House
Warley Hill Business Park, The Drive, Brentwood CM13 3BE

THURSDAY, 15 SEPTEMBER 2016 (7.30PM – 9.30PM)

North & West Yorkshire Branch
Bibbys Financial Services: Business Finance
Weetwood Hall Conference Centre and Hotel
Otley Road, Leeds, West Yorkshire LS16 5PS

THURSDAY, 8 SEPTEMBER 2016 (6.30PM – 7.00PM)

South West Midlands Branch
Ian Shirley, Crowe Clark Whitehill: Tax investigations 
Kate Hardy, Qdos: IR35 overview and legislation
Holiday Inn
2 Hewell Road, Redditch B97 6AE



Laundering Regulations 2007. The workshop will 
provide an overview of the requirements of the 
Money Laundering Regulations for individuals 
and firms and how these requirements apply to 
day-to-day operations. Visit the IFA website for 
more information.

Centenary celebrations
To celebrate the IFA’s centenary year, the Scottish 
branch are holding a black-tie evening dinner. 
All IFA members, non-members and the business 
community are welcome to attend.

Speakers on the evening will be Derek Mackay, 
Cabinet Secretary for Finance in the Scottish 
government and popular journalist Sandy Strang.

Branching out
Linda Wallace encourages members to visit the 
IFA’s new website and their local branch meeting.

TEN SECOND SUMMARY

1 Branch meetings are a two-way process 
exchanging information between members 
and the Institute.

2 Following the success of previous events, a 
new anti-money laundering workshop has 
been arranged.

3 The Scottish branch will hold a black-tie event 
to celebrate the IFA’s centenary.

All IFA branch meetings are free to 
attend and are an opportunity for 
all members, and their non-member 
guests, to network with their peers, 
further their knowledge, and add to 

their valuable continuing professional development 
hours. Members’ support of their local IFA branch 
is of paramount importance. It enables us to 
engage with members face to face and to learn 
of the issues affecting those operating in an SME 
or SMP. This in turn allows us to better influence 
national regulators, government bodies and other 
institutions.

For more information on the upcoming IFA 
branch meetings please contact the marketing 
team on marketing@ifa.org.uk.

Dates for all local branches are available on the 
IFA website ifa@org.uk/events.

IFA new website
We are pleased to announce that the new IFA 
website has launched. Please take time to have 
a look at this development for yourself at www.
ifa.org.uk. One of the key features is improved 
navigation and search facilities so from your 
computer, phone or tablet you can now view 
our website on all devices. The website is fully 
responsive, making it easier for IFA members to 
navigate through the site regardless of where 
they are.

IFA AML workshop
After the great success of the first anti-
money laundering (AML) workshop, we are 
delighted to announce a second workshop 
on the 21 September 2016 at London South 
Bank University. This workshop is targeted 
at individuals in public practice who want to 
increase their understanding and knowledge 
of their responsibilities under the Money 

 FURTHER INFORMATION
For more information please 
visit ifa.org.uk/events.

Linda Wallace is the IFA’s 
commercial and business 
development executive.
Linda can be contacted by 
telephone on 020 7554 5189 
or email: lindaw@ifa.org.uk.

July/August 2016 www.ifa.org.uk32

MEMBERS

LOCAL BRANCHES

STRAP HEADING

July/August 2016 www.ifa.org.uk

LOCAL BRANCHES

IFA CONFERENCES 2016

We will be holding two conferences in October 
and November.

Midlands
Date: 26 October 2016
Venue: West Bromwich football club
Time: 8:30am – 4:30pm

London
Date: 1 November 2016
Venue: British Museum, London
Time: 8:30am – 4:30pm

Feedback from delegates who attended IFA 
conferences in 2015 was extremely positive. Of 
those surveyed, 99% stated that they would 
attend again in 2016 and 95% stated they would 
invite a colleague. We anticipate demand for our 
2016 events will be high.
The conferences provide members and non-
members with a fantastic opportunity to gain 
useful technical updates in key subject areas. 
The conferences also provide networking, peer 
engagement and seven hours of CPD.
The conference agenda will cover topics such as 
the new UK GAAP, tax, pensions auto-enrolment 
and payroll. Details will be advertised soon on 
ifa.org.uk.

mailto:marketing@ifa.org.uk
mailto:ifa@org.uk
mailto:lindaw@ifa.org.uk
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