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The business lifecycle: Exit
How do you prepare your business for sale?

T

he sale of your business is a highly emotive decision. It will often
be a long and challenging process, and one which can be draining
on time and place you under considerable personal strain.

The due diligence process is invasive and so preparation in advance
is essential.
Getting external advice at an early stage is critical. The obvious
questions of when, how much (in terms of both percentage and
value) and who will be of the utmost importance.
However, it can be the more intricate points that can cause a deal
to fall through. A potential buyer will want to understand the level of
working capital to fund the business over an annual cycle and expect
this to be retained in the business post-deal. The seller will want to
extract as much surplus as possible.

Identifying risks
No buyer will want to take on tax exposures, and from the seller’s
perspective identifying, and where possible, addressing such risk
areas can allow for a far more efficient and possibly lucrative sale
process.
It is also important to identify how integral the owner and other key
personnel are to the business. An over reliance on key personnel can
affect the value of the business. A purchaser may insist on a long
earn-out period in these circumstances.

An over reliance on key personnel
can affect the value of the business.
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Getting the structure right
Finally, tax efficient structuring is key, Entrepreneurs’ Relief can
be afforded on a share sale resulting in an effective tax rate of
approximately 10%. However, there are many qualifying conditions
that need to be considered here, including length of ownership,
trading status and being either an employee or officer of the
company. The availability of this invaluable relief should be
considered well in advance of any sale.

Enabling Change
As every year passes, the pace of change increases
immeasurably. Seemingly well-established
businesses can, with a sudden change of events,
be prone to factors that can threaten their very
existence. Yet such changes can provide agile
and responsive businesses with considerable
opportunity.
The real skill is balancing the competing demands
on their time and energy, while enabling the business
leadership to allow these changes to add value to
the business, not simply viewing them as hurdles to
overcome.
For more insights on Enabling Change, please visit
our website here.
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