
SHARE SWAPMAY
BE HIT BY GAINS TAX
LMwrites: My sister and I own
50:50 shares in two separate
family trading companies.We
have recently agreed to split the
businesses and go our separate
ways, keeping one trading
company each. The companies’
values are similar and any
differencewill be dealtwith by
a cash adjustment. Can I simply
gift the shares that I own in
company A tomy sister and vice
versa?What tax consequences
shouldwe be aware of?

There is nothing to stop you
transferring the shares to each
other so you each end up owning
100% of a company,writes Chris
Lane, partner at Kingston Smith LLP.
But this will not be a gift, as you
will bemaking a transfer of your
shares to your sister and shewill
transfer other shares to you,
possibly with a payment of cash.
The swapwill be treated as a
chargeable event for capital gains
tax (CGT) purposes even without
payment for your shares.
The transfer will be based on the

currentmarket value of the shares,
which in your case is 50% of each
business. This would trigger a CGT
liability for both of you. However,
as these are trading companies
there is a good chance youwill both
qualify for Entrepreneurs’ Relief on
any gains, so the rate of CGTwould
be only 10%. In addition youmay
each have your annual CGT
allowance of £10,900 to use.
The extent of the potential CGT

liabilities will determine your best
option.
An alternative is for each

company to buy back the shares
from the person leaving that
company. This requires both
businesses to have reserves to fund
the share purchase. By using this
method each of youwill have some
real cash to fund any CGT liability.
Any surplus cash can then be
reinvested into your own company
if required. The share buy-back
would still be classed as a disposal
for CGT purposes and a similar tax
charge would apply.

REJECTED JOB
SEEKERS CAN SUE
GPwrites: A candidatewho failed
to get a job claims I discriminated
against her because of her age.
How do I defendmy case? I
thought only employees could
take you to a tribunal.

Legislation that protects
individuals from being
discriminated against extends to
job applicants as well as employees,
writes Peter Done, managing director of
Peninsula. Thismeans that not only
must employers treat their
employees fairly, theymust extend
this fair treatment to everyone who
applies for a job. An individual does
not, in this circumstance, have to
be employed by you to be protected
under employment law.
Theoretically then, this woman

could have a point and youwould
need to ensure you can rebut her
allegations by showing that your
decision not to employ her was
based onmerit.
There are a number of exceptions

that permit discrimination—
where, for example, there is an
occupational requirement for
someone to have a particular
characteristic. In your case, this
would apply if the individual you
needed had to be of a particular age.
In such circumstances, youwould
be able to reject someone because
theywere not the right age.
However, if age is not important to
the job, you cannot take advantage
of this exception.
Without this escape clause, you

would need to show that this
womanwas not the best applicant.
Recruitment decisions should
always bemade fairly and with
a good paper trail as evidence.
Ideally youwill have an

interview rating form that includes
your notes on certain areas where
you graded all the applicants you
interviewed— for example, on
industry knowledge, skills and so
on. Alternatively, youwill have a
set of general notes reflecting how
each individual performed. As long
as your evidence shows that the
individual you selected was the
better candidate, youwill have a
sound defence.

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
ith a clutch of
industry awards
and backing from
Lycra , Char l i
Cohen’s fledgling

sportswear supplier has all the
makings of a fashionwinner.
Her first collection of luxury

workout gear, which is being
launched this summer, has
attracted interest after her degree
showwas nominated for two prizes
at last year’s graduate fashionweek,
the showcase for young talent.
She has faced some tough hur-

dles. “When I left university, I
had no industry contacts, no idea
aboutmanufacturing and no pros-
pect of bank funding,” said Cohen,
23, who studied at Kingston Uni-
versity and runs her label fromher
home in Reigate, Surrey.
Shewasable to developher busi-

ness after beating 250 entrants to
win the 2012 Lycra Future
Designers Award in a global con-
test, earning mentoring support
and fabric supplies worth $20,000
(£13,000). With savings and sup-
port from her family, she commis-
sioned a Leicestermanufacturer to
make leggings, tops and jackets to
show potential stockists. “British
designers are amazingly creative
but lots of people onmycoursehad
no awareness of what running a
business entails,” Cohen said. “I
was lucky to have support.”
When graduate fashion week

kicked off again in London last
week, thousands of young design-
ers got a push towards starting an
enterprise instead of applying for
the dwindling number of milk-
round jobs. For the first time, the
organisers offered sessions on
launching a business.
“These are tomorrow’s entrepre-

neurs. We need to give them the
capability to get started because
British fashion is a huge driver of
exports with a big knock-on effect
acrossmanufacturing, ITand logis-
tics,” said Rob Templeman, the
former Debenhams boss who
chairs the four-day event.
However, studying textile

design and pattern cutting leaves
graduates ill equipped to build a
world-beating business in a fickle
industry where producing a
sample collection can takemonths
and cost more than £10,000.

Finding stockists is becoming
more complicated as fashion web-
sites compete with department
stores and boutiques. And when
orders do arrive, they are usually
small to preserve exclusivity.
“Starting up is the easy bit. It’s

more difficult when you have to
worry about financing your orders
and you don’t understand about
loans and inventories,” said Lau-
rian Davies of the UK Fashion &
Textile Association, a trade organi-
sation that takes hundreds of
young designers to exhibit in Paris
and Berlin each year. “There is a
huge overseas appetite for British
creativity and confidence. But it’s
a tough market and teaching
young designers some business
skills would help.”
ZoeBoomer, 29,knowshowdiffi-

cult it can be to grow a fashion
enterprise. Seven years after
launching, cash-flow remains the
biggest challenge for her bridal-
wear and jumper-dress business.

“I’ve had shops cancel orders at
the last minute or disappear with
my stock. I’mwary of approaching
big stores in case they give me a
large order I can’t finance.”
Most sales come through her

own website, but last month she
spent two weeks at a pop-up shop
on London’s King’s Road run by
StartUp Britain, a government-
backed initiative to promote entre-
preneurship.
“About 45% of the businesses at

our pop-up events have been in
fashion. It’s Britain’s great
strength. These firms need sales,
but they are struggling to get to
market,” said StartUp Britain’s co-
founder, Emma Jones.
Business skills have helped the

menswear designers Agi Mdu-
mulla, 27, and Sam Cotton, 26,
reach a wide audience. The pair
met while working at Alexander
McQueen and left to launch Agi &
Sam in 2010. They won a place at
the Centre For Fashion Enterprise,

a London business incubator that
offers studio space, grants and
advice on marketing, intellectual
property and planning. They were
also spotted by Fashion East, a
non-profit initiative that gives
promising designers a catwalk
show at London fashion week.
“We learnt to think like abusiness.
Someone was there to help with
registering for tax and negotiating
contracts,” said Cotton.
Lastweek Agi& Sam introduced

its quirky printedmenswear to the
high street through a collabora-
tionwithTopman. The retailer has
paid a fee for the pair’s designs and
produced the range itself. “The
deal is more about the exposure
than the money,” said Cotton,
who reckons turnover is still
under £100,000.
Claire Barrow, 23, whose ven-

ture producing hand-painted
leather biker jackets has also won
support from Fashion East, agrees
that selling to stores is a hard way

to make money. “It’s a slow-burn
business. You have to look right,
and find a high-end stockist for a
high-end range.” So far she has
negotiated advance payments for
her work, where wholesalers pay
30% when ordering and the
remaining 70% when they receive
the garments.
Charlie May, 24, launched her

Girl a la Mode blog in 2008 while
she was studying fashion at uni-
versity. She uses it to find buyers
for her tailored womenswear and
today the site has 20,000 visitors a
month. “Topshop linked to it and
magazines featured it. The fan
base turned into the customer
base,” she said.

Jason Mace spotted a market for selling rather than hiring out marquees
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Millennium marquees got
me into all the best parties

Fashionwhizz-kids
learn how to cut it

Jason Mace
Founder of
Gala Tent

RICHARD WALKER

BUSINESS
DOCTOR

PLANNING amillennium party gave Jason
Mace a headache, but showed him that
business could be fun. A marquee was
needed for the celebration, to be held at the
club run by his parents, but millennium
fevermeant they were in short supply.
“We were planning almost a year before

and there was nothing available to rent,”
he said. “Lots of people wanted to party at
home.” Mace realised there was a gap in
the market. “Why hire a marquee when
you can buy one for less?”
In March 1999, with plenty of time to

spare before the festivities, he founded
Gala Tent in Rotherham, South Yorkshire.
“The tents were off the shelf to start with.
Perfecting the design and build came later,
with feedback from the users,” he said.
Today, Gala offers marquees and smaller
gazebos at prices up to £1,099.
Customers have included David and Vic-

toriaBeckham, the tennis star Boris Becker,
andMarco PierreWhite, the chef. The busi-
ness, with 30 staff, had sales of £4.6m in
2011 and profits of £1.2m. It expects reve-
nues of £7m for last year and £1.4m profit.
Mace was born in Rotherham and

attended Clifton comprehensive school
withhis older sister.Hehad a taste of entre-
preneurship at a young age. “When I left
school at 16 I had a short spell working
with my dad who had set up a shot-
blasting business.”
Three months after his 17th birthday, in

1988, he used the technique to launch a
small company called WheelCare. “I’d
charge between£20 and£40 to clean a set of
spokes.” He also established another busi-
ness to clean and refurbish telephone
boxes for the council.
“Working formyself at an early age gave

me respect for companies and managing
directors. Business owners don’t get the
credit they should, even though without
themwe have no economy,” he said.
At the age of 22, though, it was time to

lend a hand with his parents’ new busi-
ness. His father, who alsoworked as a lorry
driver, and mother, a hairdresser, had
bought a working men’s club in Heming-
field, near Barnsley.
Mace worked behind the bar and helped

organise events. It was all hands to the
pumps. “When the DJ didn’t turn up for a
weddingwehad organised,my dad toldme
to get on stage and do the job.”
It was Mace’s turn to ask for a favour

when he started Gala Tent. He borrowed
his father’s 4x4, loaded it with £2,000
worth of small marquees — bought on his
own credit card— then began knocking on
the doors of pubs and clubs. “I came back
with no sales. The pub industry was strug-
gling,” he said.
Penniless but determined, Mace adver-

tised his “millenniummarquees” in a local
newspaper, hoping to attract householders
who were preparing to throw parties of
their own.
It wasn’t long before the phone started

to ring. “I sold that stock and reinvested,
reinvested, reinvested.” Mace soon saved
£10,000 and opened a business account
with HSBC. He has since switched banks
four times, “to pitch for the best deals and
savemoney”.
Six months after the company

launched, he was struggling to source
stock from British suppliers, so he turned
tomanufacturers in China.
With more goods to house and only a

table in the club on which to design and
assemble products, a proper workspace
was needed.
Mace’s brother-in-law, Mark Thomp-

son, made a personal investment of

£10,000 for a 50% share. He is now the joint
managing director. “Because of Mark’s
investment we have never rented a prop-
erty, we’ve always managed to buy,” said
Mace, who holds the other 50%.
After a request from a family friend for

next-day delivery, Mace agreed a contract
with a courier service tomake Gala the first
national marquee mail-order company.
The e-commerce site was created in 2000
and themarquees, plus equipment such as
seating and lights, are also sold on eBay.
Overseas trade accounts for about 10% of
annual sales and is increasing.
In 2004, the family club was struggling,

so he convinced his father to convert the
premises into awarehouse forhim.His par-
ents then sold up and invested the £450,000
proceeds in Gala, which moved to larger
premises in Sheffield.
In 2011, the business moved to a

53,000 sq ft warehouse and office unit in
Wath-Upon-Dearne, near Rotherham,
bought for £1.6m. With sales rising 11% in
2011 and 16% growth expected in 2012, the
company is already looking to expand.
Growing can be scary, the boss admits:

“We didn’t want to get any bigger at first,
but expandingwas amilestone for us.”
Mace, 41, lives 14miles from the office in

the village of Firbeck with his Norwegian
girlfriend, Aina Yndestad, who is a vet. His
advice to entrepreneurs is to conquer fear
and doubt. “You could have the best idea in
the world but unless you put it into action,
it will stay an idea.”
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Charli Cohen says
her fellow designers

knew little about
running a business
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The rag trade’s
rising stars need
to be taught
how to become
entrepreneurs,
says Catherine
Wheatley
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