
TAXMUST BE PAID
ON GIFTS TO STAFF
SSwrites: I have given six of our
nine employees an iPad for
Christmas. Does this need to go
through the company payroll?

A gift such as an iPad does not need
to go through the company payroll
but is still taxable, writes Jon
Sutcliffe, partner at Kingston Smith
LLP. The iPads are a taxable benefit,
which you should put on the
employees’ P11Ds at the end of the
tax year. Your workers will then
pay the tax due on the benefit —
either through their tax code or
through their self-assessment
payments on account.
The companywill have to pay

class 1A national insurance at 13.8%
on the cost of the iPads. For newly
acquired goods the value to be used
will normally be the full cost to the
employer. For second-hand goods
the value to usemay depend on the
value at the time and the nature of
any previous use, particularly if
they had beenmade available to
employees before any transfer of
ownership.
Employees can be left with a

bitter taste in theirmouths— they
receive a gift but then find that they
have to pay tax on it. It may be
possible for the employer to get the
amount included in a PAYE
Settlement Agreement, although
these are intended for smaller
amounts.
HMRevenue & Customs (HMRC)

will also accept thatmuchmore
modest gifts can be given to
employees tax-free— gifts it
considers to be trivial — although it
will not allow any cash or vouchers
to be treated in this way. HMRC
considers trivial gifts to include
seasonal items such as a turkey, an
ordinary bottle of wine or a box of
chocolates at Christmas. Beyond
this, it will expect gifts to be taxed.

BANK HOLIDAYS
ARE NOT A RIGHT
SMwrites: Do I have to givemy
employees days off on bank
holidays?We are amanufacturing

business and demand is high so
I need to keep production going.
Where do I stand?

TheWorking Time Regulations
1998 govern an employee’s right to
take holidays,writes Peter Done,
managing director of Peninsula. Under
the regulations, employeesmust be
given at least 5.6 working weeks
leave per year. This equates to 28
days for a worker doing 5 days a
week.
Before 2007, theminimum

statutory entitlement was 4 weeks
leave a year, equating to 20 days for
aworker doing 5 days a week, and
the 20 days could include bank
holidays, so staff might have only 12
remaining days to take off. Starting
in 2007, holiday entitlement was
gradually increased to 5.6 weeks
(28 days) to reflect the fact that
employees should get 20 days of
flexible holiday and the other
8 days could represent the bank
holidays.
Contrary to popular belief, this

did not give employees the right to
take bank holidays off. Employers
do not have to give these days off
and can include terms in contracts
of employment which reinforce
this point becausemany businesses
do not shut on bank holidays and
staff will be required to work.
Many employers work a rota

system on a bank holiday to let
some staff take the day off. Others
operate a systemwhere it is
assumed that staff will work on a
bank holiday unless they have
specifically requested to take the
day as a holiday, in the sameway
as any other request for leave.
However, where an employer

does not allow staff to take a bank
holiday off, hemust ensure that the
employee still has the opportunity
to take theminimum amount of
annual leave at some point during
the year.
When extra bank holidays are

announced for some national event,
such as a royal wedding, an
employee’s entitlement to take the
day off will be determined by the
wording of his or her contract of
employment. In general, most
contracts will not allow the
employee to automatically take
the day off but employersmay still
choose to give it.

Kingston Smith LLP, the chartered
accountant, and Peninsula, the
employment law firm, can advise
owner-managers on their problems.
Send your questions to Business Doctor,
The Sunday Times, 3 ThomasMore
Square, London E98 1ST. Advice is given
without legal responsibility.

bizdoc@kingstonsmith.co.uk

HOW I
MADE IT

W
hich start-ups won
the hearts and
minds of Britain’s
top entrepreneurs
this year? We

asked five championsof small busi-
ness for their choices.

Sir Richard Branson
The founder of Virgin Group
choseSafetynet Technologies
Dan Watson’s university design
project has developed into an
award-winning system that could
protect fish stocks.
Safetynet offers away for young

fish and non-commercial species
to escape from trawl nets, instead
of being hauled to the surface and
thrown back dead into the water.
The plastic reinforcing rings keep
the mesh open, allowing under-
weight fish to swim through. The
rings are also illuminated to guide
the fish.
“We loved Dan’s business

because it offers a simple solution
to an urgent problem,” said
Branson. Earlier this year Watson
picked up a £3,000 investment
whenhewon theVirginMediaPio-
neers Pitch to Rich competition.
British, Norwegian and US

trawlers will fit two Safetynet pat-
ented prototypes as part of a com-
mercial trial, starting in February.
New EU subsidies for equip-

ment that supports sustainable
fishing practices could kick-start
demand next year, said Watson,
27, who is based in Battersea,
south London.

Richard Reed
The co-founder of Innocent
drinks choseGeneius
Laboratories
The fast and accurate food safety
test developed by Jerry Barnes, a
professor of environmental biology
at Newcastle University, is win-
ning over producers and retailers.
Unlike traditional testing,

which examines bacteria under a
microscope or with biochemical
tools, Geneius uses DNA finger-
printing to determinewhether lis-
teria, salmonella and other patho-
gens are present in food or drink
samples. The technology can pin-
pointwhich ingredient is to blame,
enabling manufacturers to avoid
suspending production entirely.

In 2011 Reed and six Innocent
colleagues invested £200,000 in
Geneius to help to build a direct
sales team. “This is a transforming
technology that brings both social
and commercial benefits,” he said.
“One day the whole food industry
will use it.”
The Geneius system, which

takes hours rather than weeks to
produce 100% accurate results,
was approved for use by suppliers
to Tesco and Marks & Spencer this
year. Innocent has been a cus-
tomer since shortly after the ven-
ture was launched in 2009.
Barnes, 52, expects turnover to

double to £2m in the coming year.

DeborahMeaden
TheDragons’ Den star
nominated Steri-Spray
He began the year as a plumber
with a prototype, but today Ian
Helmore is an entrepreneurwith a
commercial product that helps to
prevent the spread of conditions
such as MRSA and Legionnaires’

disease. Steri-Spray’s showers and
taps use ultra-violet light rather
than harmful chemicals to kill
bacteria.
“Ian is an inventor but he’s also

a clear-thinking and tenacious
businessman,” said Meaden, who
with Theo Paphitis took a 40%
stake after Steri-Spray was fea-
tured onDragons’ Den in 2009. “He
has developed a simple, cost-effec-
tive solution to an extremely
important problem.”
This year 13 NHS trusts have

signed contracts with Steri-Spray,
based in Letchworth, Hertford-
shire. The firm is poised to sign a
multimillion-pound deal in Amer-
ica and Canada, said Helmore, 46.

Sir JamesDyson
The inventor nominated
GrowCNC
Michael Warren has spent the
past year developing an award-
winning machine to help British
designers and manufacturers to
compete with Chinese rivals.

His company, Grow CNC, is cre-
ating a small, portable router that
follows a computer program to cut
blocks of wood, metal and plastic
into a prototype. The system can
makemore complex shapes than a
3D printer, and the final version
will be half the size and about a
tenth of the price of existing
routers, at approximately £4,000.
“Michael’s machine will allow

design engineers to produce and
test their ideas quickly and
cheaply in their workshops,” said
Dyson. “Giving young designers
the tools to manufacture designs
will help us to develop more pat-
entable technology in Britain.”
Warren, 31, a former lighting

and furniture designer, joined
InnovationRCA, thebusiness incu-
bation arm of the Royal College of
Art, three months ago. It has
helped him to patent the product
and awarded him the James
Dyson Innovation Fellowship,
worth £10,000. His next task is to
find amanufacturer or licensee.

LukeJohnson
The serial entrepreneur and
chairman of Startup Britain chose
Malvern Festival of Innovation
An electric tricycle, a foldaway
cafe and 3Dvirtual tours of historic
houses were among the ideas on
showat the inauguralMalvernFes-
tival of Innovation lastmonth.
The two-day event, with panel

discussions, pitching events and
an exhibition, celebrates design
and invention in the same way as
theHay festival supports literature.
“Innovation is the biggest con-

tributor towealth and job creation.
Britain needs more. Get-togethers
like this help,” said Johnson.
Malvern has a history of inno-

vation. The town’s Ministry of
Defence research establishment,
now part of the defence company
Qinetiq, helped to develop radar
and thermal imaging technology.

The 2013 festival is on November
7-8. It is organised byKey IQ, a local
tech incubator that supports a
cluster of cyber-security ventures.

Zoe and Stuart Conroy are profiting from the growth in the use of tablets

I put banking on hold to
follow the call of mobiles

Best start-ups:
the experts’ view

Stuart Conroy
Founder of
Activ8 Distribution

BEN CAWTHRA
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LIKE his father before him, Stuart Conroy
was set up for a long career in the Square
Mile. A temporary job had led him into a
well-paid post with a German bank. But a
persistent ringing sound — from the
mobile phones that were rapidly multi-
plying across Britain — convinced him to
follow a hunch and start his own business.
His father, who spent more than three

decades at the London Stock Exchange,
was aghast. But a decade after starting
Activ8 Distribution, which sells phone,
tablet and MP3 accessories such as cases
and cables, Conroy has the numbers to
prove he was right.
Annual sales growth has averaged 151%

over the past three years, placing Activ8 in
11th position in The Sunday Times Fast
Track 100 this year. Sales have topped £8m
and the Watford-based company now has
32 employees.
Conroy grew up in Harrow, northwest

London, where he attended Nower Hill
High School. His father worked in com-
puters and was the stock exchange’s sys-
tems manager at the time of the Big Bang
in 1986. Hismother was a book-keeper.
After reading history and economics at

Manchester Polytechnic, Conroy travelled
to India, Nepal and Thailand, taught Eng-
lish in Cambodia and spent a year in Aus-
tralia, driving taxis and bartending.
He became a golf caddy on the European

Tour, doing landscape gardeningwhen not
on the course. Then he joined Barclays as a
temp and within a year he had become a
business analyst at Bankgesellschaft
Berlin, spending five years overseas before
joining the London office.
Conroy first began thinking hard about

the business potential of themobile phone
and the internet in 2000. Two years later
he left the German bank to launch Activ8
Distribution with his brother-in-law,
putting in £20,000 of his ownmoney.
He did not agonise greatly about leaving

the City: “I wasn’t banking born and bred
like the younger guys. I was well paid but
16 hours a day in the banks wasn’t forme.”

Later, though, hehad to confront the fact
that he might have chosen the wrong busi-
ness partner. “My brother-in-law and I did
not see eye to eye on the company’s future.”
The future was uncertain. “There were

dark nightswhen I didn’t believe inmyself
or what we’d created.” And after the two
men split in 2007, Conroy was forced to
remortgage his house. “That’s when real
business life started,” he said.
His investment of another £40,000 and

new-found independence gave Activ8 a
boost. The following year the company
turned over £500,000. By the financial year
2011-12, that hadmushroomed to £8.3m.
“I believe in the business now. I know I

can do the right things andmake a success
of it,” said Conroy. His father, too, has
come round. “He thought I was mad, but
he couldn’t be prouder now.”
Activ8 began as an online distributor to

retailers.With the digital communications
market going from strength to strength, it
has developed its own brands and
expanded onto the high street.
In September the company established

a partnership with Fonehouse, which has
a chain of 43 stores across Britain. It will
stock Conroy’s own brands, including
Shocksock and Terrapin. Activ8 has also
branched into retail itself. Yoshie & Nico,
an online store for the public, went live in
March and Conroy is planning to open a
bricks-and-mortar shop.

Once upon a time, phone accessories
were largely practical — people bought a
case simply for protection.Now,manywant

something that is fashion-led. For example,
Activ8 is working with Mybunjee, which
makes a brightly coloured curly safety cord
that stops phones going astray. It won
backing on the BBC show Dragons’ Den.
“It’s all about the exposure of different,

fun brands,” said Conroy, 40. “Before, it
was just aboutmakingmoney.Nowwe can
design our own brands.”
Hiswife, Zoe, 38, a graphic designer, had

always lent a hand with branding and
ideas and in January she joined the busi-
ness to head the design team. Activ8’s own
products, including keyboards and touch-
screen gloves, aremade in China.
“At first we had difficulties because our

manufacturers would try to bring down
the cost, to the detriment of the quality
expected of our products by the retail
price,” said Conroy. “But we got there.
“The style of the brands and productswe

make and take on is amixture of mywife’s
taste and mine. I put my foot down when
things got a little too feminine formy taste,
though,” he joked. “We have a range of
men’s cases coming out next year.
“Using Zoe’s design experience, we can

look at a product and see it isn’t strong
enough.” The couple live in Watford with
their one-year-old son.
Conroy’s advice to budding entrepre-

neurs is be sure to learn from your mis-
takes, and enjoy the experience. “You have
to try things. If it doesn’t work the first
time, maintain belief in your product. It’s
not hard work if you love it.”

HattieWilliams

Dan Watson with the
ring that lets small
fish escape trawl nets
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Five champions
of enterprise tell
Catherine
Wheatley
which ventures
excited them
most this year
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