
CUT VOTING RIGHTS
ON STAFF SHARES
AGwrites: I am issuing shares
to employees and it has been
suggested I give them a different
class of shares.Why do they need
different shares tome?

You do not need to give employees
a different class of shares, but doing
so can give you flexibility in running
the company,writes Jon Sutcliffe,
partner at Kingston Smith LLP.
The default class is ordinary

shares, but you can create
additional classes of shares by a
stipulation in the company’s
articles or, more commonly,
by special resolution.
When creating share classes, you

define the rights those shares hold
in the company’s articles. This will
determinewhether the shares have
voting rights; the extent to which
theywould be entitled to a
dividend; and, if the company is
wound up, their portion of the
company’s proceeds after all the
debts have been paid.
Youmay set the voting rights so

that your shares retain control of
the company— the employee
shares can have a reduced vote or
no vote at all. Paying different rates
of dividend on each class of shares
offers greater flexibility for tax
planning.
By law, the holders of at least 75%

of a class of shares need to agree to
the variation of the shares’ rights—
but even then, 15% can apply to the
court to have the variation
cancelled. Similarly, shareholders
may apply to a court on the grounds
that the company’s affairs are
being, or have been, conducted in a
manner that is unfairly prejudicial
to the interests of somemembers.
It is worth considering employee

options as an alternative. These are
typically set up so that employees
earn the right to buy the shares
over, say, three years, or so that
they can buy them only when the
business is being sold. This
approachwould simplify the
company shareholdings and avoid
the complex tax rules for issuing
shares to employees.

WOOWORKERS TO
ACCEPT TARGETS
NYwrites: I wish to introduce
key performance indicators
(KPIs). Only staff who achieve
their targets will receive a pay
rise. How do I proceed?

As long as you don’t have any
targets or othermethods of
measuring performance that are
written into your employees’
contracts of employment, you are
free to implement KPIs, writes
Peter Done, managing director of
Peninsula Business Services.
Your key performance indicators

are the quantifiable factors on
which your success depends— for
example, the number of sales or
number of items packed.
If staff have not beenmeasured

in this way before, theremay be
some resistance to the introduction
of targets. This may bemore
pronounced if pay is linked to
the newKPIs. However, if you
introduce them in the right way,
you aremore likely to get
acceptance from your staff.
You should talk to your staff and

tell themwhat you are planning.
You could do this initially by letter
or email. However, it is sometimes
more advisable to add the personal
touch to communications like this
and introduce the new targets
verbally.
Targets are generally

implemented to keep productivity
high, but you need tomake sure the
targets are reasonable, otherwise
theymay have the opposite result
to what was intended. This is a
significant part in achieving
acceptance of the KPIs because you
must be able to show that you have
thought the process through and
reached an attainable target.
Consultingwith staff means

allowing them to have their say on
the newmethods. Don’tmake the
process a one-way street. Some
employeesmight have valid points
that you hadn’t considered.
Tell themhow youwill use the

targets and that youwill keep them
under constant review to ensure
they are working and remain
realistic as the business changes.

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 WE
MADE IT

FORMitesh Patel and Olga Nurya-
eva it was love at first sight. They
met at Oxford in 2001, studied the
same subject at the same college,
and were married two years ago.
When they go to work selling con-
tact lenses online, however, the
connection is not always obvious.
“There’s so little romance going

on that our new staff don’t realise
we’re an item,” said Nuryaeva.
“It’s good because we keep things
strictly professional.”
Herhusband agrees. “Some staff

cannot believe we are married,
given how tough she is with me
in board meetings. It’s definitely a
management team, not a husband
andwife team.”
Lenstore, which sells prescrip-

tion contact lenses, was set up in
2008. Registered in Guernsey,
where its website is managed, it
has offices in Wimbledon, south-
west London. Last year it enjoyed
sales of £5.1m with profits of
£500,000. In January it expects to
report revenues of £10m.
Patel,whowears contact lenses,

came up with the idea. “A friend
mentioned that contact lenses
were being sold online in Sweden,”
he said. “I thought the only place
you could buy them was from
opticians.
“Only about 3.5% of Britons

were buying online and the com-
petitionwas extremely weak.”
There are about 4m contact lens

wearers in Britain, of whom
150,000 buy fromLenstore. Annual
sales growth has averaged 159%
during the past three years,
placing the company in 10th posi-
tion in The Sunday Times Fast
Track 100, which lists Britain’s
fastest-growing companies.
“Notmany people give you a pat

on the backwhen you are running
a new business,” said Nuryaeva.
“It can be quite lonely, so to be
recognised alongside like-minded
entrepreneurs is incredible.”
Of Lenstore’s 28 staff, three are

qualified opticians responsible for
training the “optical consultants”
who call customers on the day
their lenses are delivered to offer
advice on how to use them.
“Creating a connectionwith the

customer is hard because often
they care only about thebrand, not
where they bought it,” said Nurya-
eva. “By calling them, we are
moving away from an impersonal
delivery service such as Amazon.”
Russian-born Nuryaeva moved

to Britain at the age of 15 and
attended Sherborne girls’ school in
Dorset. After studying philosophy,
politics and economics at Oxford
she secured an internship at
Goldman Sachs, where she was
subsequently employed for two
years. While Patel was preparing
to launch Lenstore, she completed
anMA in economics at the London
School of Economics before
joining PwC as a consultant.

“I was helping with Lenstore
during evenings and weekends,”
said Nuryaeva, who joined the
business full-time in 2010. “For a
couple it’s important to go into a
business at different times so you
have a balance and a back-up.
When you are starting it’s terri-
fying to put both your careers on
the line.”

Patel joined OC&C, the global
strategy consultant, after leaving
Oxford. Four years later he put
£27,000 saved from his earnings
into Lenstore. “My parents
thought I was bonkers. I left an
extremely well-paid job to sit in
my bedroomand start a company.”
His mother and father own a

corner shop in Colliers Wood,
southwest London, where he
spent his childhood and developed
an interest in having a business of
his own but on a bigger scale.
When studying economics at

King’s College School, Wim-
bledon, he asked his father an
important question. “I remember

saying, ‘Why have you not turned
this shop into 10 or even 50 shops?’
He said he didn’t have thementors
to guide him.”
Patel and Nuryaeva have never

been short of mentors. Soon after
Lenstore.co.uk went live in 2009
they secured £200,000 from two
angel investors, the chairman of
a FTSE 100 company and Keith
Potts, co-founder of Jobsite, the
online recruitment platform.
Their advicewas invaluable and so
was theirmoney.
“Lenstore had been losing cash

for the first few months,” said
Nuryaeva. “They kept us on the
straight and narrow and made us
profitable.”
The investors have a 22% stake.

Patel and Nuryaeva, who own the
other 78%, used the funding to buy
stock, employ staff and improve
marketing. “Contact lenses are
small, expensive and come in a
number of variants, so to stock
every single one you need up to
£10,000,” said Nuryaeva.

Her father, though past retire-
ment age, continues towork for an
oil company in Russia. He is also
happy to give them advice.
Patel is in the middle of a court

case with the taxman. Two years
ago he informed HM Revenue &
Customs that, as a dispensing
optician, his business should be
eligible to pay half of the 20% VAT
rate on sales. The taxman rejected
his claim and is demanding that
Lenstore paysmore than £600,000.
“There’s no way I’m giving up

on this,” Patel said. “The hope is
that it will be resolved in our
favour next year.”
He and Nuryaeva, both 30, live

in Pimlico, west London, with
their dogs Jammy and Bumbles.
Their advice to entrepreneurs is to
seekguidance and focuson the cus-
tomer: “Find amazing advisers and
align your incentives to theirs.
Always think: are your customers
happy?Will they come back?”
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contact lenses online
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Olga Nuryaeva and Mitesh Patel sold 22% of Lenstore to investors, using their advice as well as their cash to become profitable
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