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EMPLOYEE TERMSCAN’T
ALTER AFTERTAKEOVER
RDwrites: I am about to acquire a
second business. Unfortunately, the
employees have terms and conditions
that do not work for us.When can I
start changing their hours and terms?

When you buy a business it is likely
that the Transfer of Undertakings
(Protection of Employment)
Regulations 2006will apply,writes
Peter Done, managing director of
Peninsula. It is important to determine
whether the purchase falls within
these regulations because, if it does,
youwill inherit the employees and
there are several restrictions onwhat
you can dowith them.
The regulations were introduced to

maintain continuity of employment,
protect the rights of employees, and
enable them to enjoy the same terms
and conditions under the new
employer as under the old one.
Generally, a change to an

employee’s contract will be void if the
sole reason for the change is the
transfer. Therefore, making changes to
the hours and pay of the transferred
employees would not be permissible,
even if you offered an incentive to
soften the blow. Similarly, dismissal of
an employeewhere the sole reason is
the transfer is generally automatically
unfair.
So, changes to terms purely in

an attempt to harmonise themwith
your other staff — so that you have, for
example, one payroll system rather
than two— is not permitted.
However, the regulations do say

that a dismissal or a change to
employee contracts after a transfer is
permittedwhere there is an economic,
technical or organisational reason.
Although there is no defined period

after which a change to termswill no
longer be deemed to be because of the
transfer, the greater the delay between
transfer and contract variation, the
more likely it is that no linkwill be
found. Demonstration that the
variations to the terms and conditions
would have been required even if there
had been no transfermay also help an
employer’s defence.
Where the employees’ terms are

laid out in a collective agreement, you
are not bound by any pay increases if
you did not take part in the
negotiations with the trade union.
Terms included in a collective

agreement can be renegotiated a
year after the transfer provided that
employees are, overall, noworse off.

TAKEOUTSOME PROFIT
THROUGHAPENSION
BRwrites: I am a director and joint
shareholder of a companywithmy
husband andwe each take a small
annual salary and dividends.Wewant
to start making contributions to a
pension scheme. Can the company
make them for us?

The company canmake direct
contributions to your personal pension
funds, which can be a very tax
efficient way of extracting profits,
writes Jon Dawson, partner at Kingston
Smith LLP. Unlike a salary, there is no
national insurance charge on the
company or yourselves. Thismeans
you can extract tax deductible profits
and still personally benefit.
The company should receive a

corporation tax deduction for the
contributions. This occurswhen the
pension contribution is physically paid,
so it isworth bearing this inmind
around the company’s year end.
You should, however, be careful

to observe a number of rules.
The pension contribution cannot be

excessive for the duties performed,
much like salary payments. HM
Revenue &Customs can look at the
overall remuneration awarded to an
employee or director and assess
whether it is a reasonable amount for
the contribution theymake to the
business. If it is excessive, it may not
qualify for a corporation tax
deduction. Thismay bemore relevant
if one of you has a small role in the
company.
Under personal tax regulations,

there is amaximumyou can put in
a pension scheme in one year—
currently £40,000. If this is exceeded, a
tax charge can be levied, but you can
carry forward unused allowances from
the previous three years. You could
also consider consolidating your
pensions from previous employments
and transferring them all into one
fund, but check the administration
charges first.

Business doctor

There were two forces
driving Robert Pre-
vezer to sell his com-
pany. The first was
timing. “Timing is
everything,” he said.

“You can wait too long and
mess up.”
InJunehesoldhismarketing

firm, the Communications
Agency, for £8m to a bigger
rival — Communisis.
By the time he let it go, the

business he founded in 1986
had won clients such as Vue
Cinemas, Royal Bank of Scot-
land and Argos. It employed
about 50 staff and had sales of
£6.2mwith £450,000 profit.
“When you sell, you want

to be making a profit but you
don’t want to have reached
your peak,” said Prevezer.
There was a second matter

on his mind — entrepreneurs’
relief. Under the present gov-
ernment,businessownerswho
sell out are taxed at 10% on

capital gainsof up to£10m(the
normal capital gains rate is
28%). But next year’s general
election is raising fears that the
system could change.
The relief, introduced by

Labour in 2008, was initially
capped at capital gains of£2m.
The coalition raised that to
£10m. Some worry the tax
break will be made less gen-
erous or scrapped entirely if
Labour regains power.
“It’s a huge issue for entre-

preneurs. It would have been
horrible to be hit hard having
built something good and cre-
ated jobs,” said Prevezer, 56,
who ownedmore than 60% of
his companywhen it was sold.
He was advised by Caven-

dish Corporate Finance on the
sale, and will stay on at Com-
munisis as an adviser. “I know
manyotherentrepreneurswho
want to sell before the election
deadline,” he said.
Anecdotal evidence sug-

gests that some entrepreneurs
are dashing to sell out in fear of
a new government with a less
favourable tax regime for
owners of businesses.
Labour has hinted that if it

wins power next year it could
raise income tax to 50% for
individuals who earn more
than £150,000.
Indications that thewealthy

will be targeted have led to
growing concerns among
businesses and their repre-
sentative organisations.
“Entrepreneurs’ relief

encourages people to take the
plunge and invest their time
andmoneyintobuildingsome-
thing new,” said John Allan,
chairman at the Federation of
Small Businesses, which has
200,000members.
“It’s important we main-

tain, andwhere possible build,
on this relief and other tax
incentives that encourage
people to join the engine room
of economic growth embodied
by Britain’s sole traders and
small businesses,” he said.
“Small businesses often

work on small margins and in
very competitive market-
places. Success can balance on
a knife edge, which is why all
business owners rely on cer-
taintyandstabilitywhenplan-

ning for the future, especially
from the tax system.”
According to Office for

National Statistics figures
released last week, there were
73 acquisitions involving Brit-
ish companies in the second
quarter of this year.
“Therearea largenumberof

deals in the pipeline that will
be completed in the next six
toninemonths,” said Jonathan
Boyers, corporate finance
partner at KPMG. “For many,
the election is a deadline
because they fear a loss of

entrepreneurs’ relief, but there
are other factors spurring an
increase in our pipeline.”
Business owners who held

off selling during the recession
are nowengagingwith buyers,
he said. “There are more
acquirers in the market and
businesses are trading better
through sales processes.”
Neil Worsley agrees. As

managing partner at corporate
finance firm Convex Capital,
he has overseen many deals in
thepastyear.Thecompanyhas
advised on 11 over 12 months.

Recently it sold Birmingham-
based ecigarette brand Nico-
lites to tobacco giant Philip
Morris formore than £110m.
“Many entrepreneurs have

put all their money into the
business and want a tax rate
that incentivises them to keep
doingso.Weknowthechanges
the election might bring are in
their minds and, if they are
thinking of selling, it crystal-
lises the idea,” saidWorsley.
Labour, however, says there

is little to fear. “Labour intro-
duced entrepreneurs’ relief

and our recent policy paper on
business tax explicitly praised
it for‘ensuringthatpeoplewho
invest their own time and
resources in growing their
businesses and creating jobs
areproperly rewarded for their
efforts’,” said a spokesman.
“We are examining what

more we can do to better
incentivise long-term invest-
ment. This includes looking at
the recommendations in Sir
George Cox’s report on short-
termism in British business,
which included proposals for

a lower rate of capital gains tax
for long-term investors.”
At BDO, a corporate finance

company that advises on about
90 deals a year, Peter Hem-
ington has yet to feel the panic
of the looming election.
“There was panic in 1997

that proved a chimera as
Labour reduced capital gains
taxincidenceandrates,butI’ve
not seen much fuss yet,” said
Hemington, partner and head
of mergers and acquisitions.
“Thoseworriedabout it should
get amove on.”

Entrepreneurs areworried by the
prospect of higher taxes after next
May’s poll, reportsKiki Loizou

Election jitters
make it best
time to sell up

Exit strategy: question marks over the future of entrepreneurs’ relief helped to convince Robert Prevezer that he should sell the communications agency he founded

VICKI COUCHMAN

WHEN Nancy Thomson returned home
after sailing around the world for five
years, she could not decide what to do.
Previously an environmental consultant,
she went through six business plans. “I
fancied doing something completely dif-
ferentbut friends and family toldme togo
with ecology because I had experience in
the sector,” Thomson said. “I’m glad I
listened to sensible advice.”
After a year of consideringher options,

she set up Thomson Ecology in 2004. It
helps landowners such as Network Rail,
Land Securities and Eon to win planning
consent for projects that affect protected
species and their natural habitats. The
consultancy specialises in securing
licences for the removal of wildlife, and
the collection of ecological data.
“Ecology is the connection of a species

to its habitat, not just botany or zoology,”
said Thomson, who is chairwoman and
chief executive. “I knew it was a special-
ism that would grow quickly.”
The business is spread across three

regionalofficeswiththeheadquartersand
laboratoriesinGuildford,Surrey.Itposted
sales of£4.5m in the year endingOctober
2013 and expects 10%growth in revenues
this year. The sister company Thomson
Habitats was set up in 2007 to design and
create or restore wildlife habitats. It has
turnover ofmore than £1m.
Thomson also put her name to a con-

sultancy specialising in carbon trading,
Thomson Praxis, which shewound down
in 2007 to concentrate on the other busi-
nesses. “I don’t have a giant ego. I just
believe that a name is an asset in a com-
pany,” she said.
Thomson Ecology advises on develop-

ment projects including offshore wind
farms,nuclearpowerplants, railwaysand
roads, schools and housing. It also man-
ages biodiversity programmes for public
sector bodies and local government,
ensuring a variety of plants, animals and
micro-organisms are established in a
given area. “We helped the Welsh
Assembly to decide whether awarding
grants to enhance biodiversity on farms
would be a worthwhile investment,”
Thomson said.
She heads a team of 120 staff, among

them ornithologists, marine biologists,
botanists and specialists in bats, badgers,
reptiles and amphibians. “We cover all
ecosystems, fromthebottomof theocean
to themountain tops.”
Thomson,62,wasborninGlasgow,the

eldest of four children. Her father was a

mechanical engineer and her mother an
art teacher. The familymoved toOxford-
shire before settling in Kingston upon
Thames, southwest London, where
Thomson attended the Tiffin girls’
grammar school. She moved on to North
LondonPolytechnicandgraduatedin1975
with adegree in geography. “Iwas strug-
gling toworkoutwhat I coulddowithmy
A-levels and fell into geography, which I
enjoyed,” said Thomson.
Her first job was as a graduate noise

researcher at Cranfield Institute of Tech-
nology. “The project was looking at the

transmission of road traffic noise and
whether it was affected by weather and
wind direction.”
AspartoftheprojectThomsonsetupan

environmental consultancy, but within
twoyears theunitwas shutdownbecause
of funding problems. At a loose end, she
set up her first business, Thomson Labo-
ratories, a pollution andhygiene consult-
ancy.“Ihadonesmalloverdraftandknew
nothing about business,” she said.
Thomson took a year out in 1984 to

complete an MBA at Cranfield School of
Management, “to find out what I should
bedoing”.ShesoldThomsonLaboratories
in 1992 for £1m and became managing
director of MTS Environmental, advising
onall areas of environmental science. She
then became a director of Otter Ferry
Salmon in Argyll, west Scotland.
She quit in 1998 to sail the world with

her husband,Mike Rennie. “It was a life-
long ambition,” said Thomson. “We
joined a rally to circumnavigate theworld
in two years and extended to five because
we enjoyed it so much.” On their return
shecobbled together savingsandremort-
gaged their house to set up Thomson
Ecology,which expandedquickly to sales
of£600,000byitsthirdyear.“Ihadaclear

strategy from the beginning and have
largely stuck to that, which is part of the
secret of our success,” she said.
Technology is helping the business to

evolve. Today, data recorded by on-site
ecologists can be viewed by the client in
real timeon awebportal. “In the old days
people would go out with a clipboard,
papermapand somecolouringpens todo
their surveys,” said Thomson. “It’s phe-
nomenal that an entire team can see the
same data on a particular site mapwher-
ever they are in theworld.”
She is planning to take on more jobs

overseas that can be project-managed
from Britain. One of the business’s main
partners is Cumberland Ecology in Aus-
tralia. “We can do staff swaps and over-
night report reviewing for each other.”
Thomson and her husband, a director

of the business, live in Cobham, Surrey.
One of her sisters, Marion Thomson, is a
botanist and a principal consultant with
the company, which is 80%-owned by
Thomson.Her advice to entrepreneurs is:
“Have a very clear vision of what you are
tryingtoachieveandletthatbealightthat
you keep focused on all the time.”

Hattie Williams

Nancy Thomson has 120 staff, including experts in birds, reptiles and plants. Last year her turnover was more than £4m

Nancy Thomson
Founder of
Thomson Ecology

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, 1 London Bridge
Street, London SE1 9GF. Advice is given
without legal responsibility.

EmploymentLawExperts

NOW in its 18th year, The
Sunday Times Virgin Fast
Track 100 is the definitive
ranking of Britain’s private
companies with the fastest-
growing sales.
In past years the league

table has featured names such
as CarphoneWarehouse;
chip designer ARMHoldings;
Cath Kidston, the homeware
firm; the Cambridge Satchel
Company; and Graze.com,
the online food retailer.

The search is now on for
companies to feature in this
year’s Fast Track 100, which
is compiled by the Oxford
research and networking
events company Fast Track,
with sponsorship from
Virgin, Barclays, and
Business Growth Fund.

Companies have until
October 3 to submit their
details. The league table will
be published in December,
followed by a conference and
awards dinner inMay 2015,
hosted by Sir Richard
Branson, to which all 100
companies that feature in
the rankings will be invited,
free of charge.
Find out if your firm

qualifies by filling in the
coupon on the right or by

registering online at
www.fasttrack.co.uk.
To be considered for

inclusion in the Fast Track
100, companiesmustmeet
the following criteria:
0 Be UK registered, unquoted
and not a subsidiary;
0Have sales of at least £5m in
the latest year (2013 or 2014)
andmore than £250,000 in
the base year (2010 or 2011);
0Have 10 ormore employees
in latest year (2013 or 2014);

0Have an operating profit of
at least £500,000 in the latest
year (2013 or 2014);
0 Show year-on-year sales
growth in the latest year (from
2012 to 2013, or 2013 to 2014),
and theymust also forecast
sales growth.
Companies that do not

meet all the criteria can be
considered for our Ones to
Watch programme,
particularly if they forecast
good sales growth.

Search is on for the fastest-growing private firms Company name ............................................................................................................................................................
Contact name ....................................................... Phone ...............................................................................
Email ........................................................................ Website ...........................................................................

Financial year end Sales, £000 Employees
…….....…....……/2010 .................…………… .................……………
…....…….....……/2011 .................…………… .................……………
……...….....……/2012 ..................…………… .................……………
……...…..…....../2013 ..................…………… .................……………
……….......….…/2014 ..................…………… .................……………

Latest international sales, £000 ………..................…… (if applicable)

Please mail or fax to Chris Marshall by October 3 at Fast Track, Angel Court, 81 St Clements, Oxford OX4 1AW
Email chris.marshall@fasttrack.co.uk Phone 01865 297016 Fax 01865 297001

FINDOUT IF YOUSHOULDBE IN IT

My mission to save badgers and
bats before the building work starts


