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The route to business booty
Some valuable lessons to avoid
the pitfalls when trying to set
up a new private practice P14
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ltil status
for iloetors
By Robin Stride

ON A HlGli: 0rthopaedic surgeon Mr Peter Brownson, extrerne sports lover,

celebrated his 50th birthday in style when he went lor a sky dive and
persuaded three colleaguer at Spire Liverpool Hospital's Bone & Joint Centre
to leap with him fiom 15,000ft for a'bonding experience'at Black Knights
Parachute Centre near Lancaster. Luckily the surgical experiise of John

Davidson, AndyTaylor and Matthew Smith was not required on the dayConsultants' advisers are negotiat-
ingwith HM Revenue and Customs
(HMRC) ovel a tax disagreement
which threatens specialists' busi-
nesses with a potential 'financial
and legal nightraare',

Tax inspectors operating the
Govemmenfs new anti-avoidance
policy believe lndependent practi-
tioners are reapiog t:rx advantages
by incorporating their businesses
and, additionaily, selling goodwill.

HMRC is convinced that a pro-
fessional is unable to incorporate
their business activity via a limited
company, a vehicle used by many
profes$ionals to offer their services,

Butaround 2,500 coasultants in
private practice currently use ttris
trading vehicle, which accsuntants
argue tJrey are allowed to do uader
tlre corporation taxes a€ts.

HMRC belie{es these consultants
are nowpay'rnglowerrates of taxat
ZOVa, t}re current rate of corpora-
tioatax ona company.

But accountants say it appears
HMRC has forgotten that personal
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rates on investmentincome retums
remainvery high at 37.5t)6 and any
consultant shareholder withdraw-
i-ng funds as profits will pay these
rates because they are likely to be
additional-rate taxpaye$ with tax-
able income overd150,000 ayear.

Medical accountants are cur-
renfly locked in talks with HMRC
to address the apparent anomalies
between curent tax ofEcials' views
and what statute and their own
guidance appears to allow.

Tax law specialist and barrister
Michael Ripleytold aworkshop for
advisers involyedthat, in his opin-
ion, professional services can be
offered through the incorporation
route and exisdng businesses with
goodwill can be transfered to a

limited comlmny.
Specialist medical accountant

Vanessa Sanders said: 'If any doc-
tors or other professionals who
have incorporated were forced to
reyefr to sole trader status, they
would be thrown into a financial
and legal nightmare.'

Ltd companies are traditionally
used to allow profits to be rein-

vested for future growth, highs and
lows of business to be evened out
over several years and dsks of
indemnity daims to be consft ained.

Consultants selliog goodwill -
estimated to be 30% of those who
have incorporated -would need to
revise their tax returns and make
largereclaims of capital gains taxes
paid stretching back to 2010.

Accountants estiorate the loss to
HMRC on an average goodwill frans-
fer value of f 10O,0OO would am ount
to about {7.5m in rcpayrnents.

Mrs Sanders - whose firm, Stan-
bridge Associates, arranged the
workshop to explore the knowl-
edge and experiences of other
advisers - spoke of the reasons for
incorporating some consultant
practices, in particular the need to
move forward for the changing
marketplace of private practice,

She said she felt HMRC was not
yet aware of medical specialists'

needs to be able to offer their ser-
vices using the protection offered
by the limited compaoy as a trad-
iag vehicle. But she hoped talks
would help both sides.

Accountants at the rtreeting at
London's Royal Societyof Medicine
were suweyed by IndqmdentPrac-
titionoTodry and all were buoyant
that they would be able to success-
firlly address both ttre tax and corn-
mercial issues raised by HMRC.

Twenty flrms agreed to set up a
new working pa(y to strengthen
their negotiating armwith HMRC
on tax matters affecting doctors
and to agree standards in account-
ing for consulhnts.

Successive governments have
encouraged people to set up com:
panies and have reduced co(pora.
tion tax rates from 52o/o vt 1978 to
ZWo in ZOL4. But personal tax rates
paid on profit distributions have
continued to rise.
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Plenty of pitfalls can

await the unwary

when they try to

set up their own

private business.

Espley gives some

valuable lessons
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SESSIONAL CONSULTING ROOMS

AT NOs 2 & 7 HARLEY STREEL LONDON
Delightful rooms for medial professionals at a surprising low cost

Ad hoc booking and mail handling available

Website: www.londonconsultingroom.co.uk

Email: admin@hstcentre.co.uk

Phone: 0759 004 6506

and getting a bank account oPen.

Except even these weren't nec-
essarily straightforward. f irstly,
we had to come up with a name

and this took weeks of to-ing and

fro-ing via email from mY various

stop-off points in Australia before
we finally got one we both liked
and felt encapsulated what we
were trying to do.

Getting the limited company
set up should be easY enough to
do, but it was originallY set uP
with one director and part of a

holding group.
So this then had to be changed

before we could then open the
bank account. Banks do a 1ot

more 'due diiigence' these days
and it took weeks to get the com-
pany sructure and shares right
before they wouid a1low us to
open the account.

Avoiding disputes
It's reaily important to get this
right beforeyou start and to estab-

lish what the shareholding should
be.

Having been a minority share-
hoider before, it was reallY imPor-
tant to me that both parties had an

equai share to avoid any later dis-
putes due to the majodtY share-

holder pushing their weight
around and making decisions the
minority shareholder has little
conilol over.

But having a 5O:50 split is not
without its issues eith€r. What do
you do if there is conflict $rhen
you each own half the business?

Which is why it is so important
to have a sharehoider agreement
outlirring exactly how the shares
will be split, what happens if one
of you wants to ieave, what haP-
pens if you waot to sell the busi

\ir
Entrepreneur

as she sets out

her experience of
navigating the ups

and downs of trying

to form a medical

company

I WAS WALK1NG up a storm'
strewn path to enioY a solitarY
hot-springs bath in the back end
of a New Zealand troPical forest -
nota spot I would normallY exPect

to get a business opportunity.
But that's where I was, on a six-

month sabbatical, when I received

an email from an old friend and
work colleague saying he'd had a

briliiant idea and wanted me to
join him as his business Partner to
get it up and running.

It was a very siuple idear the
NHS and private sector are
increasingiy reiuctant to treat a
particuiar condition, so there
seemed to be a great opPortunity
to set up a chain of affordable
clinics offering walk-in, walk-out
loca1 anaesthetic surgery.

So I cut the next leg of the tdp
to Australia to six weeks and then
hightailed it back to the UK.

While the idea was simPle, the
execution proved to be somewhat
more challenging.

There's the straightforward stuff
- setting up a limited company
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ness and a myriad of other Points
that can trip you up unless You'Ye
thought it all through before-
hand.

You definitely need to get legal
advice on this. It costs about
d60Q but is absolutely worth it in
the long run. I had been bitten
once before.

Very big bet
The next big challenge was to
work out how much money each
of us would put in. This is so

important. You are essentiallY
piacing a very big bet on some-
thingworking-

How much money are you pre-
pared to lose if it al1 goes wrong?
You tiave to be prepared to put up
a sum of money that you might
lose - can you afford it?

Also, you need to decide why
you are setting up the business. I;

rT

it a lifestyle choice; for examPle,

iust doing private work out of a

private hospital and getting Paid
for each consultation and Proce-
dure you do?

Or are you looking at develoP-
ing a business to Srow Tour
income, ot even possibiY looking
at selling it at some stage in the
future - a five- to ten-year hori-
zon? This will alfect your strategy
and business model.

We decided the PIan Y/as to set

up a chain of clinics which we
would sell - hopefuily - in five to
ten yeafs.

So having got the basics in
place, the next stage was to urork
out the business case. Can Your
business idea make moneY? The
premise of ours was affordable,
high-quality surgery. Therefore, I
had to work out a model that
aliowed us to undercut the com-

petidon, but which was uiti-
matety profitable.

There are a numttex of chal-
lenges working within the medi-
cal profession, Doctors ate by and
large not business people, so our
model was built on offering the
business support to consultants.

So, we would offer the appoint-
rnerlt setting, invoicing, sales,

marketing, findiag clinics, getting
them up and running - allowing
the consultaats to Eet on with
what they are good at without the
headache of traving t0 run ttreir
ownp:actice-

I was luckyttrat I had access to a
h.uge amount of data from an
existing clinic and I used this to
start working out what the model
looked like. You have to start off
small.

You see so many peopLe on
Dragans' Den spoutiog tre&en-
dously Large reveaue figures by
tlre end of year two. Well, yes,

wouldrrt we all like to have busi-
nexes like that?

The reality is, you need to test
whatyou're doingfi$tand if your
plaas are to roXl out a chain of
clinics, vou absotrutely aeed to Set
one running first of all to te$t
your rnodeX-

Test it out
Does it work? trf not, would it
wcrk if you tried something dif-
ferent? And if not, that is your
second point at which you walk
away. Your ffrst point being when
you've calculated your rnodel and
the figures don't wotk.

The model l\ns very conserva-
tive and based on consultants
working two days a week. Even
thatisprobablya bigask, as many
consultants are understandalll.y
reXuctant to give up NliS work
unless they know tlreir private
practice rrrore than compexsates
for the steady incorne"

It shsw€d that it wouldn't work
based on only one consrltantday
a week, unless you could get mul-
tiple consultants Brorking oLrt of
onelocaticn- fuually, we were set
to make a fortune based on a five-
day-a-week model. Only that
wasn't reatristic

We settled on tv.o days a week
a,ith a very slow build-up, taking
up to ten Eronths for a consultant
to reach near firll capacity.

Thea - get it checked by an
o p16

You are
essentially
placing a very
big bet on
somethlng
working. How
much money
are you
prepared to
lose if it all
goes rrvrong?

You need to
decide uvhy
you are setting
up the
business, Is it a
lifestyle choice
... ty are you

looking x
developing a

business to
grow your
income?
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accountaflt, ExPlain tlee rrodetr,
what your assumPtions are and
howyoa've comeuP with the fig.
ures you've come uP with and
then Ieave them to Pick holes in it.

You really need them to do this

- this is not the time to be Pre-
cious. You lBaY have missed
sosethieg vital that You can't see

when you're uP to Your eYes irt
nruitiple-paged sPreadsheets.

Work out your Profit and loss

an4 almost lllore irnPortaotly,
you rreed to wolk out Your cash

flow Howmuch moneyis it going
to cGst to 8et you up and running
and uatil you reach the brea&-

even potrl Art Yorl Soing to haYe

enough?
If not, how ale You going to

fund it? If you need to go to th€
bank for a loart, You will need to
tave a very rotrust Plaa and Eoan-

<lal rnodel beforc theY will look at
you-

We looked at'angel' i0v85tor$,

too, aad crowd-fuoding Pladorms'
Angels woutd only reallY be iater-
ested once you have Your btrsiaess

flmnicg, sotheY can seewhethel
or aot there reallY is Potential -
you willhaveto SiYe uP equity-

But, hopefuIy, in returoyou get

irwestrtreat and, more imPor'
tantly, good business advice as

long as you choose Your 'angel'
wisely. Crowd-fu nders only irlvest
once you have several Years'
worth of accounts and all You're
gettingis money at a goodrate-

There arelots offree and cheaP

soltware applicafioas that You
can lo$k at t0 help keeP costs

doron, such as online booking sYs-

tenrs or outsourcing your payroli,
$rher} you get to that stage.

Website essential
All busine$$es these daYs aeed a
website and you could do worse
tha* get a free temPlate lrorar
rrl{ordpress. trt's relatively straigbt-
forward to use. However, I recom'
mead dqsuaenting what You
waot your rryebsite to do fi-rsL

What look are You going for,
wlrat imageare you trying to csn-
vey, what iaformation do You
want t(} sharg what fimctioaalitY
do you want it to have and so on.

Having spent a fortune on
websites in apreviouslife, mYbig
lesson was to start simPle.You can

add more complex func[onalitY
at a later stage. The beautY of
sonethingtike Wordpress is that,

for less thaa d2O0, You catr get a

rnore fuoctionality-rich site,
wtrictr wiU allow You ttr PluS io
external aPplicadoas, zuch as on-

line booking or Payment.
Wtren writing coPY for Your

site, remember that it is Your shoP

hoot. You waot to giye PeoPtre the
inforrnatiss tbeY need fol thern
to decide whet&er Your couryan/
dinic is the one ttreY want to use.

Use plain English.
If you're going to use medical

terms, extrrlain thern irr aon'med-
ical ways. Telting someooe that a
risk sf a Procedure is thrombo-
pirlebitis, for examPle, maY make

perfect te*se t0 You, but to the
trayman this means nothing-
Don't baffle them with science.

Keep it simPle
Also, don't overload them with
iaformatioa - ualess it's useful'
Keep it sirrple and to the Point
andmake it easYfor thecrto con-

tact y{}u. I'ra a big advocate of
having corltact details {Phorre,
email,'book aow'lin&s) on everY

page - toP ti8ht-hand corner is a

good place and where rrrost Peo-
plelmk"

Co$tinuany 1et them know theY

can coatactYotl if tlreYwantmore
information - encourage the
'sales'process as much as You can.-

Make sure You Proof-read it-
There is aothiag wolse * espe-

cially for me, a graminal Pedaat,
and l,ots of others too - than iftcor-
rect spelling oI aPosaophe abus€.

If you caa't 8et that right, srhat
does it saY atlout Yout service?

Cfreckall the linl<s work, on everY

page, Give the tiak to &iends/col-
leagues/farnily to read to Bak€
sure it makes sense. IdeallY, get a
non-medical Person to rcad it and
ask if it makes sense.

ls the inJomation rcadahle, €arr

they navigate around the site eas-

dy, could they work out hnw to
cortact you, does the coatact
form send you an email notifica-
tion and so olr.

The more PeoPIe You carr test
this on, the better- Only set it trive

once you are hapPY itb all work^
ing properly. If you have a Phone
number and contact details on
there, you must be able to resPord
quiikly. I{ave You got sorrreone
whocan do tttat, if it's notyou?

Do you want to use social media
such as Twittet, Facebook a]}d
have ablog? ffyou do, these are

very ti.me-consuv).ing activities to
keep upwith.

You have to constantly use

them and refer them to Your
website and have links to them
ftom your website. IfYou can add

new conteflt regularlY to Your
site, it helPs rnove it uP the
Googlerankings.

Don't forget ttrat You also need

to submit Your $,ebsite to the
main search engines - Google,
Bing, As\ Yahoo and so on - fot
them to start indexlng Your site,

otherwise you won't be found'
Be warne4 lt caa take uP t'0

three uronths before You start
creeping up the ratil3gs- Search

engine optimisation (SnO) is ao
extremely comPlex beast, but I
don'trccomnrend using SEO firnos-

They will verY convincinglY sell

you the dream of'Page one' rank-
ings" The realitYis You will sPend

a lot of money for verY little
return. Iar better to rnake rure
you have all the keY words that
you urant peopleto find Yotlwith
peppered tfuoughout Yout con-
t nt and if You want to, use
Google Ads to bringYou on to the
lirst page of a search.

Again, this can eat uP Your
rooney, so I set a dailY amount
and linrit * once the money has

run out for the daY, it's gone -
rather tharl racking lrp massive
advertisirrg costs.

Google Analytics
futing to gxip$ with Googie ana-

trytics is a 'mllst d0'. trt will show
you what search terms PeoPle ar€

usingtofind Your site, whatPages
theyvisit urost and where theY are

based. All this is useful informa-
tion to help you t$rcak YoI]I site'

Haviag established the rnodel
made sense and ttrat there was a

potential business, the big chai'
lenge really began- Getting the
business up and runrdng.

This involved a wtrole rauge ol
activities, frora sourci-ng eqrlip-
ment, to fiEanc€ deah, to find-ing
dinics to opemte out of and con-
sultaats whowanted to woikur,ith
11S"

The first bits were easy: gettine
all the building blocks in Plact
takes time, but having contact.
really helps and the iBternet is

your friend. The real chalneagt
has bem trying to find the clinicl
andconsultants"

We talked to three rrain suP-

Having spent a
fortune on
nuebsites in a
previous life
mybighEon
was ts start
simple.lbu
(an add morc
(omplex
functionality
at a later
stage

Search engine
optimisation
firms willvery
convincinglY
sell you tln
drearn oil
'page one'
rarkingslhe
reality is you
will spend a

lot o{ moneY
for very little
retum

INDEPENDENT PRACTITIONER JUNE 2O1I



plier companies and presented of the ploposition- while we 8ot documentation with the up-to-

the model, believing thar they some respon*l'i. it.,, t, #"t d'ate requirements - useful if

may wish to partner ,, io fr.fp impossibie to ,fr"r, get to talk to ycu're going to have multiple

grow their own business by help- the consultant, *it.?,o.iftO "t' 
clinics' 

-for 
example' But don't

ing us with finding.u#r rria Acoupledid,J.,,untf"y*ut""a underestimatetheimpactof CQC

consultants. to know was how much money accreditation - not iust in Setting

unfortunately, as they were they could .u*-' Not unreasona- it' but maintaining it and all the

muchlaISeIolSanisations,Set-ble,lsuppose,uutgventhatweevidenceyouneedtosuppolt
ting decisions *uo" ,oot u fi wanted to offer a customer-centric, your business'

long time. we are, i, r..i ,iiu high-quality ril;;, ,;;; nopi"g 
- 

If I knew at the beginning what

waiting for one company to come to speak a .orr*iorr* wfro *eri I know how' I'm not sure I would

back to us despite having had excited by ,h;;;;;rtunity as havestartedontheendeavour'

multiplemeetingswithtt"i'^'a muchasbythemoney' The business idea may have

given them a detailed commercial . 

','-'--' 
been a simple one' but the reality

plan. Valuable insight is that what we were trying to

The other only realiy wanted a I did ,p"* to J.r. aelightfui con- build was more complex than I

commercial ur.u.rg.*urri *iifr r* sultani in Ireland who"gave me a had realised at the outset'

to sell their kit and consumables lot of very valuable insiSht' even 
. 
Thinking that one person fuIl-

arld weren,t interested in develop- though *. b.,;;;;;;;".ur1y o., time - part-time' actually' as I was

ing the business vrith us. that trr. oppoltr"iiiy *ut"'t itgl" doing some contract work to keep

A third one vras interested and for him, b$J;;;r; rr. *ut. the money coming in - and

as a one_man band was much He did say that, had he been on another with only a very limited

moreabletopickuPthemodei.themalnland,hewouldhaveamountoftimetodevotecouid
He opened a couple .i;;;;;;t iumped at the opportunity. But it get this particular business off the

clinics f or us, but as our modei was ieally usefuiio -tt the model ground was naive'

was based on using spare capacity pasthim andtoget hisfeedbackon

in minor surgicai ru.iiiii.r, ii irow he,r,oughi,h. *odel would lmpossible task

didn,t work for them, u, th"r. ur. wo* ro, rrim"as , .""r"rr*,. starting a new business such as

theilmostp,ofitablerooms.Whichbringsmetomynextthisonewithlimitedlesoulces
top tip. You ieed to talk your wasmadness'Unlessyouhaveall

stumbling block *od.l throrrgh with all the types the requisite skills and knowledge

As it was a low-cost model, we of peopiewhimaybeinvolvedto of setting up a clinic/multiple

couldn,t use the main hospital get their perspective on whether clinics' it is a neal impossible ask'

groups,astheywerefarioo.*p"rr- itwould*orxforthem.Asacon- Ideaily, three people fuu-time

sive to-use fol what we wanted to s€quence of my conversation would have been a far better idea

aqhieve. And we didn,t need to wiin nim, I tweaked the model. and with a lot more money than

pay.the overheads .r " 
rrigrrry I also spoke to insurance firms; we put in' This would have

equipped hospital for wali-in, very important if you are hoping allowed one person to be out there

walk-out surgery. we only needed to get yorr patients' treatmeni finding the clinics and taiking to

accesstominorsurgicalfacilitiespaidforbyhealthinsurance.consultants,anotherputtingall
with care.Quality commission intelestingly, one insurer was the oPerational processes' back-

(cQC) accreditation. not taking JIrr"* facilities and end procedures' sourcing equip-

This proved to be a maior stum- no longer .o"a"a this particular meni and so on in place' and the

blingblock'Tlyinstofindprivatecondition.Youhavetoiumpthirdpushingthetrainingand
or NHS Gp surgeries with}inor through many more hoops these regulatory/dinical aspects'

surgicalfacilities*u,t,u,adayswiththeploviderteamsatAtapush,wecouidhavedoneit
enough, bit then trying to get to i.rr,-,rurr.. 

-.o.ipu"i"t 
- lots of with wvo people and added a third

speak to the practice Lin'agers forms_to fill ;;;i;r. they will later' As it was, I was largely work-

proved almost impossible. considel you as a business - as ing by myself with vely limited

They get so bombarded with opposed to a consultant wantihg contact with my business parrner'

medical reps and other people practising privileges' This can be demoralising and

wantingthelltimethatyoucan,tTheotherminefieldlhadtonav.youdon,tbenefitfrombouncing
getpastthereceptionist.ItseemsiSatewasunderstandingthecom.ideasoffsomeoneelse'Youhave
ashamethatareceptionistcanplexrequirementsoftheCQC.tohaveverystrongmotivation
make a decision to say no without By the time I',d downloaded two for what you a[e doing if you are

allowingyoutotalktotheprac-PDFdocuments,bothinexcessofgoingtodoitbyyourse}f.
ticemanageraboutarealoppor-zoop,g.,,-ybrainhadalreadyEightmonthsdowntheline
tunity to help generat" .*tm started going into meltdown. -, 

with al1 the building trlocks in

income for the practice. tt *'as int'lAiUly difficult to find place but still no clinic to trial the

Tryingtocontactrelevantcon.outlt.hat*..,..d.dtodoandmodelatolaconsultantwilling
sultantsalsoprovedincrediblythentherewasabewilderingtotaketherisk,we,vehadtoface
difficuitevenwiththebackingofarra;-ofevidenceweneededtotheunfortunatefactthateithel
my business partner, *ho is a supplv to ensure CQC require- the model is wrong, the time isn't

highly respected doctor. ments were met' right or that we weren't the right

He contacted a 1ot of consuitants There are companies out there people to do this' 
'

via Linkedln, girring 
" 
uri"iortlirr. who can tr"rp r"ppry ready-made I don't think it's the latter' we
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certainly had the right skill set

between us. Having other PeoPle

on board sooner would have

made a difference.
It has really underlined for me

that you can't do this sort of thing
half-heartedlY; there needs to be

commitment, time and energy

from all the business Partners'
Maybe the modei is wrong -

perhips there isn't anY waY of

offering the treatment excePt

through Private hosPitals' In
which case, we would iust become

another competitor in the field
with nothing unique to offer'

The uPshot is that, reluctantl,
we have decided to Put the whoie

thing on ice due to the reasons

above and because one business

partner now has even less availa-

ble time than before and for me'

I can't afford to keeP going

without earning any money, as

I've not taken anYthing from the

business in eight months and

now need to look at ways of gen-

erating income.

Karen EsPleY (below) is a medical

bu sine ss cort strltant who help s doctor s

in developirtg statt-uP ventures and

websites
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