
REP’S LATENESS
ANNOYS CLIENTS
BEwrites: I have an employee
whose job it is to visit clients but
she is often late for appointments
and sometimes does not turn up
at all. She blames the condition
of her company car and personal
problems. I have spoken to her
informally, but she claims I am
victimising her. Can I take formal
disciplinary action?

Staff issues that are damaging your
business and its reputation should
not go unaddressed,writes Peter
Done, managing director of Peninsula.
If your informal chats have not
brought about any improvement
in behaviour you should consider
further action.
Continual breaches of rules and

reports of poor behaviour are
certainly things that could lead to a
disciplinary sanction. However, no
sanction should be applied until
you have investigated thematter
and given the employee a chance to
put her side of the story. Following
a fair procedure is of utmost
importance.
This would normally include

inviting her to a hearing, allowing
her to be accompanied, and asking
her to account for why shewas late
formeetings with clients. In
advance of the hearing, you should
provide her with any evidence that
youwill use, such as written
complaints from clients.
Don’t ignore her claims that

there are problems with the car —
investigate this. Also, keep an
openmind about her personal
problems. Shemay have caring
responsibilities and youmay be
able to work together to sort these.
Even though youmay accept

that she does have some personal
problems, you are still entitled to
issue a sanction. You should have a
consistent approach to disciplinary
proceedingswithin your company,
where you apply the same principle
to all staff, leaving no room for
complaint of less favourable
treatment. You should therefore
treat this employee no different to
any other. This will insure you
against claims of bullying.

I WANT TO RECOVER
MY START-UP COSTS
SBwrites: I have spent £65,000 of
my ownmoney creating an early
version of some software. I intend
to exploit it by setting up a
company and then raisingmoney
from investors. How do I deal
with the start-up costs that came
out ofmy own pocket before I set
upmy company?

It is important that you get credit
for your personal expenditure, as
this could be used to create a loan
account for you in the company,
writes Jon Sutcliffe, partner at Kingston
Smith LLP. You can then use the
loan account to withdrawmoney
from the company tax-free. This
would be better than drawing a
salary onwhich youwill incur
income tax and national insurance.
As you expect to raise equity

funding from investors, you should
formally transfer a beneficial
interest in the intellectual property
to the company. Unless you have
previously registered as
self-employed for this reason, you
will be treated as havingmade a
disposal for capital gains tax
purposes. The connection between
you and the companywill mean
that the disposal will be deemed to
be at market value for tax purposes.
Youmay have a business plan

ready for the fundraising, but the
market value at this stage will be
lower, as risk factors will reduce the
value of the intellectual property
before the company’s formation.
It might also be arguable that the
value of the intellectual property
is very low but, for early stage
development, the costs incurred
are often considered to be as good
ameasure of the currentmarket
value as any alternative. This will
convenientlymean no gain or loss
arises, althoughHMRevenue &
Customs could challenge the value.
Depending on the nature of the

costs you have incurred, theremay
be a significant element of
recoverable VAT that could
influence your planning. In the
right circumstances, claims can
bemade on spending going back
sixmonths for services and
four years for goods.

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

A
t her Mayfair salon,
Maleeka Robb is re-
nowned for her top-
class colour, cut and
blow-dry, which

attracts celebrities such as the
model Yasmin Le Bon and girl
band The Saturdays. The
30-year-old hairdresser is also
sharp when it comes to watching
costs. As a result, the business has
been in profit since day one.
“Like many entrepreneurs, we

didn’t have a stash of savings
when we started,” said Robb, who
set up the salon, called Four.
Funding came from a £500,000
loan, obtainedwith the help of the
government’s Enterprise Finance
Guarantee scheme.
“We had no clue how to keep an

eye on the numbers, but we had
been told it was easy to focus on
sales and forget about profit,
which isn’t a good thing.”
To ensure that money was not

wasted, Robb and her co-founders
sought early advice from an
accountant. “We are hairdressers
and knew we could do that job
right, but to keep things moving
and growing we needed help with
our finances.”
Theexpert advicepaid off imme-

diately when the bean-counter
talked them out of blowing thou-
sands of pounds on a chandelier
for the salon. “Sometimes you
have to realise what your
strengths and weaknesses are,”
said Robb. “Looking back, we
know that was a stupid amount of
money to spend on a light.”
She now fully appreciates that

money saved will help the busi-
ness to grow in the future. “We’ll
think about expanding in a few
years,” said Robb.
Many entrepreneurs make the

mistake of channelling all their
energy into sales while neglecting
their earnings. Focusingon the fig-
ures that matter canmake the dif-
ference between a business being
stuck in the micro category or
growing bigger and better.
In many cases, founders

struggle to work out why their
businesses are flatlining. Though
revenues are important, it is vital
to give attention to profits.
“Somany potentially great busi-

nesses have failed by recklessly

pursuing sales growth at break-
neck speed , ” sa id Br ian
McCluskey, 52, the chief executive
of Office.
Last year the footwear retailer

recorded sales of £205mand profits
of £25m before tax. “Our accounts
for the year ending January 2013
are yet to be filed, but will show
double-digit increases in both
sales and operating profits,” said
McCluskey.
Such success did not come over-

night. “It has taken 10 years to get
to where we are today. I believe
each transaction must be able to
demonstrateprofitability andposi-
tive cashflowwithin an acceptable
time frame,” the boss said.
Long-term profitability comes

from employing the best people
and focusing 100% on satisfying
customers, he believes. “There is
no shortcut and no easy answer.
Strong financial control is essen-
tial to anybusinessbut the custom-
er-facing functions are the real key

to success. In my business, that is
retail, buying and ecommerce.”
For 28 years, James Lambert has

run a business that has never been
short of cash. His start-up, Rich-
mond Ice Cream, grew into R&R
Ice Cream, Europe’s third-largest
producer. It is expected to post
profits of £80m for this year on
sales of £750m.
“Scale matters,” said Lambert,

53. “New plants and the latest
machinery bring innovation and,
in turn, more consumers buy and
wemakemore profit.”
He moved from chief executive

to chairman when the business
was sold to the private equity firm
PAI Partners in July.
In 2011 R&R Ice Creamsat at the

top of The Sunday Times Profit
Track leagueofBritishprivate com-
panies with the fastest-growing
profits. Group profits had risen
210% a year, from £1.5m in 2006 to
£43.4m in 2009.
“You must focus on growth

while reducing overheads,” said
Lambert, who recently closed a
factory in France to cut costs.
R&R’s production plant at
Leeming Bar, North Yorkshire,
will be expanded. “Fewer sites
means less spending for us. You
pay for one sewerage system and
onemixer,” he said.
Lambert expects LeemingBar to

increase production by 70% next
year and predicts that the business
will double in size over the next
five years with the help of acqui-
sitions. His success earned him
the EY UK Entrepreneur of the
Year award thismonth.
His advice to other entrepre-

neurs is: “Focus on profits and
have a five-year plan. Plan for the
change of your organisation as
change takes place in themarket.”
Accountants regularly dealwith

start-upbosseswhoget their prior-
ities wrong. “Over the years I have
seen many businesses stagnate,
yet they can’t understand why

their business is not growing,”
said Bobby Lane, a partner at
Shelley Stock Hutter, a London
accountancy firm. “Often it is
because they are focusing on the
wrong numbers.”
By contrast, Lane said: “I have

seen businesses grow successfully
by focusing on smaller projects
with higher profit margins than
trying to chase volume and sales,
which can often have a lower
margin.”
Even when margins appear

healthy, though, a business can
still fold. “Business owners must
look at the management of their
working capital to make sure that
theyhave enough cash in the busi-
ness to pay the bills,” said Lane,
who has advised small businesses
for 10 years.
“If they have to pay their sup-

pliers or overhead costswell before
they are getting paid by their cus-
tomers, they could easily run out
of cash.”

Do I hear £2m for this
Stradivarius? Yes, often

Jason Price
Founder of
Tarisio

Cut, blow dry and
watch the profits

MUSIC has been Jason Price’s life. A vio-
linist’s apprentice at 14, he bought his first
cello a year later and spent his days in the
music shops of his home town of Alexan-
dria, a fewmiles south ofWashington, the
American capital.
“Musicwas an instinct, something I had

to do,” said Price. “I knew I was never good
enough to be a great cellist but I alwayshad
a fascination with instruments.”
He spent his school holidays in Ithaca,

New York, working in the violin restora-
tion shop of Christopher Reuning. Master
and student became friends and, through
him, Price met Dmitry Gindin, a violin
expert and author, in 1997.
With a common passion and a com-

bined personal investment of $9,000, the
trio founded Tarisio, an online auctioneer
of fine stringed instruments and bows.
The business, set up in Boston in 1999,

moved toNewYork in 2000 to attract collec-
tors. Its projected turnover this year is
$12m (£7.4m).
In 2007, a London branch was opened in

Marylebone. It had sales of £4.3m and a
profit of £320,514 last year. It expects to
report revenues of more than £5m when
accounts are filed nextmonth.
“For 150 years London has been the

centre of expertise for the violin business,”
said Price. “It’s where people come to learn
and has more auctions than anywhere
else, so itmade sense to expand here.”
Price is now sole owner, having bought

out his partners in 2009. He believes
Tarisio’s success is down to its original aim
—to create an online bidding system,mod-
elled on eBay, formusicians, collectors and
traders of fine stringed instruments.
“We thought internet bidding would be

a more efficient experience, avoiding the
ordeal of raising hands in an auction room,
which can be intimidating,” said Price,
whose competitors Christie’s and
Sotheby’s only allow buyers to bid online
alongside live auctions, not independently.
“If you are going to buy one violin in 20

years youmay feel self-conscious. So we let
people do it wherever they are, at whatever
timeworks for them.”
Tarisio’s online platform imitates a live

auction in a saleroom so, unlike eBay, bids
made minutes after the scheduled close
will be acknowledged and the bidding time
extended for 15minutes, a process that can
continue indefinitely. “Bidding wars can
go on for hours and people are up until
3am,” said Price. “But our contract is with
the sellers and our duty is to get them as
high a price as possible.”
In 2011, Tarisio sold the 293-year-old

Stradivarius violin “Lady Blunt” for £9.8m
in aid of Japan’s tsunami relief fund, more
than four times the previous auction

record for an instrument made by the 17th
and 18th-century violin master Antonio
Stradivari. Another Stradivarius, stolen
from London’s Euston station in 2010 and
discovered by British Transport Police last
July, will be sold by Tarisio in December. It
is expected to fetchmore than £2m.
“When Tarisio came to London it was

David against Goliath in a trade dominated
by Christie’s, Sotheby’s and Bonhams. We
are not the scrappy underdog anymore, we
are themarket leader.”
Price, 37, was born in Connecticut and

grew up in the suburbs of Washington
wherehe attendedhigh school.Hismother
runs a nursery school in Washington and
his father works for a non-profit organis-
ation supportingminorities in engineering
programmes. Price, who has a younger
brother and sister, said he inherited his
musicality from his aunt, a cellist.

“As a boy I learnt how to play instru-
ments and then to make them. I realised
my interest lay with older violins — how
they go together and how to sell them.”
In 1994he enrolled to studyEnglish liter-

ature at Williams College, a private liberal
arts university in Massachusetts, but
dropped out a year later to join the violin-
making school in Cremona, Italy. “I lasted
two weeks in Cremona. The style of
teachingwasn’t for me.”
Instead, Price became an apprentice to

the Italian instrumentmakerRenato Scrol-
lavezza in Parma for two years. In 1998 he
decided to return to Williams College, fin-
ishing his degree to appease his parents.
“They were freaking out, thinking I

couldn’t make anymoney on violins,” said
Price. “I made them happy, put my degree
behind me and had the springboard to
make a success of Tarisio.” His company
nowhas seven employees inNew York and
four in London.
Price moved the London office from

Islington to Marylebone 18 months ago to
be nearer competitors. “We put on our
fancy clothes and became the alternative
to Sotheby’s across the street. It’s a big
responsibility.” He moved to London him-
self in 2011 after meeting his English wife,
Sarah Beaty, a clarinettist.
He advises budding entrepreneurs to be

creative and take lots of risks. “Creativity
has a huge place in business, particularly
the arts,” he said. “Be innovative and
always try to do something different.”

HattieWilliams
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Jason Price has set up a version of eBay for fine stringed instruments

Founders of Four:
Charlie Double,
Maleeka Robb,
Brooke Bohan
and, seated,
Denise Arnold

TOM STOCKILL

It’s easy to think
that revenue is
the No 1 priority
but never lose
sight of your
profitability.
By Kiki Loizou
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