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INTRODUCTION
Good financial accounting is at the heart of
any healthy, profitable business; it can help
to build confidence within the marketplace,
improve

internal

controls

and

highlight

any weaknesses. And, in light of recent
high-profile developments within the online
lending sector, it’s more important than
ever to ensure you have robust financial
systems in place. Here, at Wisteria, our
professional, experienced auditors can help
to keep your business running smoothly,
maximise potential exit opportunities, and
ensure you are fully compliant with all the
latest industry regulations.
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THE NEED TO BE TRANSPARENT
The cornerstone of any successful business is transparency, and, by delivering concise,
informative financial statements you can strengthen your brand and increase profitability.
Here are a few other important reasons why relevant, well-presented financial
statements are a must for any thriving enterprise:
❚ Potential acquirers will be much more likely to
engage with your business if they have access
to clear, unbiased financial statements.
❚ Key management, staff, suppliers and
stakeholders will gain a better understanding
of the company, and be more inclined to take
an active role in the business.

❚ Regulators will be much more likely to get a
positive feeling about the organisation.
❚ Credit agencies and key suppliers will get a
clearer understanding of any inherent credit risk.
❚ Independently verified financial statements
will inspire greater trust, and facilitate better
relationships with clients and the media.

In order to maximise these opportunities, and enhance your financial statements,
there are a few key areas you need to focus on:
❚ The Chairman’s statement – This is an
opportunity to inform shareholders about your
current business model, highlight past achievements and outline your plans for the future.
❚ CEO statement – This allows you to provide an
insight into company performance and strategy,
and reinforce your core values.

❚ Directors’ profiles – You can highlight the
skills and experience of your Board, bolstering
confidence within the marketplace and
underlining the credibility and professionalism
of the business.

Furthermore, you can:
❚ File your financial statements in a timely
manner, to emphasise competence and
stability.

❚ Distribute the financial statements to all
stakeholders (shareholders, staff, funders,
suppliers etc), in order to maximise trust
and transparency.
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ACCOUNTING OPPORTUNITIES
There are certain accounting opportunities which could help you save money, streamline
your organisation and present a more robust business model for key management,
stakeholders and potential buyers. But, before exploring these opportunities, it’s worth
familiarising yourself with the basics:

REVENUE RECOGNITION
Interest, fees, and admin costs should all be accrued and recognised in the year in
which they arise.

INTEREST
Where the business has depositors who are specifically funding loans, this activity is
part of the trade of the business, and interest could be recognised within Cost of Sales.

DEBT SALE
This is in the normal course of business and should be recognised at the time the sale
arises. Bad debt provisioning should consider the likely realisable value of the debt sale.

BANK
Lenders often use alternative “banks”. Some of these are not regulated by the PRA, in
which case the balance held cannot be categorised as “Bank” and instead should be
categorised as “Other Debtors”.
Most accounting decisions require little judgement; however, there are areas that require
some careful thought, and may improve or worsen the state of the accounts:

CATEGORISATION
Certain costs such as call centre costs, lead generation costs, credit scoring costs,
bad debt provisions, interest payable and others could be treated as Cost of Sales or
Administration Costs. Given the choice available, lenders are able to manage their GP%.

R&D TAX CREDITS
Building decision algorithms, robust back-end systems, and other bespoke systems may
attract R&D tax credits. The accounting policy on the recognition of tax credits depends
upon whether you recognise the tax credit when it is receipted, when HMRC have
confirmed it, or whether you accrue it in full.

WEBSITE COSTS
Website production costs may be capitalised, to the extent that the website is a fully
functioning e-commerce website.

LEAD PURCHASES
Leads may be capitalised to the extent that they have economic value that extends
beyond the financial year.
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TAX ISSUES
Strategic tax planning is central to the health of any successful enterprise,
helping to reduce costs, increase profits and safeguard the future of your business.
With that in mind, here are some key areas you can examine, with a view to
optimising your exposure to corporation tax:
❚

REVERSE CHARGE

❚

Many lenders will purchase marketing services,
leads, call centre services, software etc, from
overseas suppliers. Reverse Charge VAT is the
amount of VAT that you would otherwise be
charged, should you purchase services like these
in the UK. Remember that the annual threshold
limit should be considered when determining
whether or not you need to register.
❚

VAT ON LEADS
If you’re buying or selling leads they could be
subject to VAT, unless they are deemed to be
a financial service.

TRANSFER PRICING
If you have a group of companies, it’s important
that the charges between companies are dealt
with on an arm’s length basis, especially if the
entities fall in different tax jurisdictions.

❚

BAD DEBT PROVISIONING
How you calculate your bad debt provision may
have an impact on your ability to obtain a
deduction for it when calculating your corporation
tax liability. Specific provisions are allowable
and general provisions are not. How you go
ahead and calculate your specific provision
may be problematic.

TAX OPPORTUNITES
Every organisation has unique opportunities to position their business with a view
to optimising their exposure to tax. Here are some of the most common opportunities
to be aware of:
•

Ensuring that you get entrepreneurs tax relief on the sale of the company.

•

Claiming R&D tax relief.

•

Making arrangements to optimise your personal tax.

•

Claiming use of home and other business-related costs.

•

Managing the timing of transactions.

Online Lending Guide for CFOs

|

4

WHAT TO EXPECT FROM AN AUDIT
An outside audit is often seen as an inconvenience, a box to be ticked
in order to satisfy compliance. But, whether you’ve breached the
thresholds or not, an audit can add real value to your organisation.
It can improve internal controls and business processes, highlight
any weaknesses and uncover any discrepancies. Here are a few
other ways your company can benefit from an external audit:
•

You’ll obtain valuable feedback regarding key systems and controls.

•

You’ll be able to provide relevant feedback to other stakeholders.

•

An external audit will add credibility to the published information.

•

You’ll receive advice on best practices.

•

It will unearth any material errors.

•

It could potentially uncover any staff fraud or misappropriations.

•

And, crucially, credit agencies tend to place greater reliance on
audited accounts.

BEST PRACTICES
Implementing best practices can help you to maximise opportunities, identify key
areas where you need to improve, and futureproof your business. Here are a number
of strategies you can employ to achieve your objectives:
• Create a five-year plan, and ensure you have a clearly defined path for your business.
• Maintain a risk register and review it at least twice a year. Work to de-risk as much
as you can.
• Identify the key components that add value to your business and build these into
your plan.
• Keep track of the competition.
• Have your accounts audited.
• Work closely with professionals that understand your sector.
• Invest in good reporting – The ability to access information about your performance
will allow you to make timely, intelligent decisions.
• Invest in staff training and development to improve the skills of your workforce.
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THE EXIT
Every company hopes to negotiate a valuable exit of one kind or another, whether it’s a trade sale, IPO,
or a merger. A successful outcome will largely depend upon good processes, a great product, a strong
culture, and maybe even a bit of luck. But there are a number of strategies you can impose to make your
business a more attractive option for potential acquirers, while at the same time ensuring any exit goes as
smoothly as possible:
•

Ensure you have a comprehensive business plan that extends three to five years.

•

Build scalable, robust systems.

•

Employ people who can grow with the business.

•

Work with professional firms that understand your sector.

•

Avoid and/or resolve claims and litigation.

•

Be aware of what you may be required to provide by way of due diligence.

•

Maintain and promote good ethical standards.
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