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Preparing your business for sale
By Sanjay Bowry - Elephants Child (www.elephants-child.co.uk)
Whether you’ve hit your business ambitions, are preparing for retirement, or have other reasons for
considering selling your business, you’ll want to get the best price for it. How can you ensure your
business is ready?
Despite the uncertainties created by Covid-19 and Brexit, buyers
are out there; investors have funds and will pay the right price for
the right business if they are properly and professionally ‘prepared’
for sale.
Preparing the business for sale requires focus and attention sooner
rather than later, ensuring your business is in the best position could
take two to three years. Some of the requirements that prospective
buyers will be looking for:
•
•
•
•

three-year business plan
sound trading figures with a trend showing growth
‘clean’ accounts – ideally for a three year period
senior management team that can run the business without you

More than ever buyers need confidence about what they are investing in. Businesses that have responded well to
Covid-19, and have planned to survive, stabilise and thrive, will be well placed for a good sale price.
You will need to be able to demonstrate that your business has both flexibility and resilience to future challenges.
Potential buyers will also want to be able to analyse your environmental, social and governance information.
Whatever your current position, it’s not too early to be thinking about how you’ll eventually exit your business.
In order to provide our new service to you, we work in conjunction with an extensive network of external growth advisers
and SME specialists, such as Elephants Child, who have been carefully selected by St. James’s Place The services
provided by these specialists including business exit planning, are separate and distinct to the services carried out by
St. James’s Place and include advice on how to grow your business and prepare your business for sale.
We then work holistically with you and the specialists to help grow and protect the value of your business and ultimately
when you need to extract value from your business.

Selling your business - Business Asset Disposal Relief
Capital Gains Tax (CGT) is payable on profit arising from the sale of certain assets such as direct shares, non-residential
properties and businesses. In 2020/21 individuals have a CGT allowance of £12,300. Any gains above this will be liable
to CGT ranging between 10-28% depending upon your tax position and the asset type.
Business Asset Disposal Relief (previously know as Entrepreneurs’ Relief) can reduce the rate at which you pay CGT
when you sell a business. For disposals on or after 11 March 2020, CGT will only be charged at 10%. The lifetime limit
on gains eligible for this relief will be capped at £1,000,000 (previously £10,000,000). Any gains above this limit will be
taxed at normal CGT rates.
There are various rules in place depending on the type of disposal that it is, so it is worth checking with a specialist to
make sure that you qualify.
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Potential Changes on the Horizon
The Office for Tax Simplification (OTS) has suggested reducing the annual CGT exemption to around
£5,000, and has recommended abolishing Business Asset Disposal Relief and Investors’ Relief, which it
says are not working as an incentive for investment.
One of the main recommendations from the OTS report was the closer alignment of CGT rates with Income Tax rates.
Currently, basic-rate taxpayers pay 10% CGT on assets and 18% on property, while higher-rate taxpayers are charged
20% on assets and 28% on property. These rates are considerably lower than Income Tax, which is charged at rates of
20%, 40% and 45%.
Although no decisions have yet been taken, a worst-case scenario for additional-rate tax paying entrepreneurs could
see some of those who currently qualify for Business Asset Disposal Relief facing a CGT rise from 10% to 45%.
If you are planning for a business exit in the near-term, ensuring you qualify for Business Asset Disposal Relief will help
limit your CGT liability. If you’re close to a sale, getting the deal done before any CGT changes would also be prudent.
If you’re planning to continue your business for the medium to long-term, CGT changes alone may not push you to
dramatically change your exit timescales. However, planning your pension contributions and an eﬃcient remuneration
strategy can optimise your CGT position by extracting capital from the business over time.
With the March Budget on the horizon, it’s important that you begin careful tax planning to ensure you don’t pay more
tax than is necessary should changes be made. There are a variety of measures you can take, from changing your
remuneration strategy to a partial sale. But a strategy tailored to your needs requires expert advice.
Simon Martin, Regional Technical Manager at St. James's Place, says: “Currently, if you sell a business for £1 million, as
long as it qualifies for Business Asset Disposal Relief you pay a maximum £100,000 in CGT. But if you’re an additional
rate taxpayer and CGT is aligned with Income Tax, you’d pay £450,000, so it could be a significant increase.”
The levels and bases of taxation, and reliefs from taxation, can change at any time and are dependent on individual
circumstances.

What happened in the markets
Stock markets were oﬀ to a positive start in 2021 as the FTSE 100 reacted to the
news of Boris Johnson's trade deal with the EU. Global stock markets also
continued to reach new highs despite the persistent rise in Covid-19 cases.
January was the month that Joe Biden became president and democrats now
also control both houses, in what commentators are describing as a ‘blue wave’.
What this means for markets remains to be seen, with the response to the
pandemic no doubt the first issue at the front of Biden’s mind.
As President Trump supporters stormed Capitol Hill, markets reacted very little as
they continue to look forward for positive news on the vaccine rollout. New
lockdown measures in England and across Europe also had very little impact on
markets, which shows that investors are focusing on the long term, and a return
to a new normal.
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