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A GUIDE TO BUYING
OR SELLING YOUR
BUSINESS—PART 1

Buying or selling a business can
be a very stressful and confusing
time. At Backhouse Jones, our
industry specific corporate
solicitors will guide you through
the process, negotiate all the
terms that are necessary to
protect vyour interests and
provide clear explanations of any
areas that may appear confusing.

The process itself is a complex
legal area where many traps and
pitfalls await unprepared victims.
Effective, tailored legal advice is

essential early on in any
transaction for the following
reasons:

1. To ensure certainty. You

must be clear on exactly
what it is that you are
buying or selling. Once this
has been established you
must ensure that this is
correctly reflected in any
written agreement.

2. To protect your investment,
or the proceeds of your sale
against unexpected
liabilities.

What follows is a brief overview
of the beginning of the process.
Over the course of the next few
months, the monthly editions of
Commercial Backchat will
consider and provide an overview
of all the stages involved in
buying or selling a business.
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Buying or selling
a business seem
confusing?

We can help.

Make sure your timing is
right....

If your selling then, it is
imperative that the timing of
completion and the structure of
the transaction is right for you.
You do not want to find after
you have completed the sale,
that you could have saved a
substantial amount of tax, if
you had only waited 6 months
or if you had structured the deal
slightly differently.

It is therefore always advisable
to take detailed tax advice at
the very beginning. Changing
the structure of a deal at the
11th  hour can be time
consuming and can also weaken
your bargaining position.

Get your “house” in
order .....

When selling, it is also vital to
make sure that your “house” is
in order so as to protect
yourself from claims by a buyer
after the sale has gone through.

During the course of the
transaction a buyer will carry
out a large amount of due
diligence in order to find out
everything there is to know
about your business. If any
issues or problems arise during
the course of the due diligence
process this can cause a delay
in the transaction, but worst of
all it could result in weakening
your bargaining position or
cause a reduction in the
purchase price.

DID YOU KNOW...
BACKHOUSE JONES
PROVIDE THE
FOLLOWING SERVICES:

Buying and selling businesses;

Group and Company
restructures;

Joint Ventures;

Investment and Shareholders
Agreements;

Banking and Finance;
Corporate Recovery;
Company Formations;

Partnership and LLP advice &
formation;

Companies Act compliance;

Commercial Contracts - Terms
& conditions, Supply
agreements etc;

Agency, distribution and
franchise agreements; and

Commercial Property Services.

For more information please contact
Jennifer Bell on 01254 828300.
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It is therefore vital that you
carry out a thorough review of
your business in order to
identify any problems early on
so that they can be resolved
before a potential buyer
identifies them.

REMEMBER: If you fail to
prepare you prepare to fail!!

Confidentiality

During the course of the
negotiations a seller will be
exposing all of his confidential
and sensitive commercial
information, such as pricing,
customer lists, trade secrets,
to buyer who is quite often a
competitor of the business and
who is capable of using the
information for his own
advantage.

It is important that a buyer
recognises this and agrees not
to use or disclose the
confidential information.
Therefore, before disclosing
any details to a buyer, the first

and perhaps the most
important step is to ensure
that a buyer signs a

confidentiality agreement (or
non-disclosure agreement), as
it is extremely difficult to
protect information at a later
stage.

REMEMBER:
cannot be unlearnt!

Information

Take Advice

Ideally you should take advice
from the outset—even before
you begin negotiations.

Before you even agree the
basics of the deal take advice
and let wus explain the
implications of all the possible
routes to you. If you don't and
you end up having to move the
goal posts later on, then you
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risk reducing your bargaining
power and in some cases
reducing the purchase price of
your business.

Next month....

In the next edition of
Commercial Backchat we will
focus on whether to structure
the transaction as a share or
asset sale.

If you would like any advice
or information on buying or
selling a business then
please speak to Jennifer Bell
on 01254 828300 or 07912
390020 or email

jennifer@backhouses.co.uk

WE CAN HELP ......

Are you facing any of the
following issues...?

Are your thinking of buying

or selling your business?

Is your rent due for a

review?

Are you nearing the end of

your lease?
Would vyour

cash?
Have you
schedule of dilapidations?

Do you require a Schedule

of Condition?
Are you
expansion or downsizing?

If you need help or advice
any other
please call
Newbury or
on 01254

on these or
matters then
Wendy
Jennifer
828300.
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ARE YOU PREPARED
FOR THE 50% TAX
RATE?

In this edition of Commercial
Backchat, Backhouse Jones
have asked its colleagues at
KPMG to provide some
invaluable advice to
operators on the new 50%
income tax rates. Here
Anthony Cox, puts pen to
paper to provide the
following advice:

The Chancellor’'s Budget on 22
April 2009 announced significant
changes to the UK income tax
regime for high earners and
trusts.

From 6 April 2010, the rate of
income tax for individuals with
income over £150,000 will rise to
50% and the rate of tax on
dividends to 42.5% (an effective
rate of 36.1% including the

notional tax credit). In addition,
the gradual withdrawal of the
personal allowance on income

over £100,000 will result in a
60% marginal rate for some on
an element of their income.
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This represents a significant
change to the previously
announced increase in the top
rate of income tax to 45%
which had been expected from
6 April 2011.

Capital Gains Tax

The capital gains tax regime has
a flat rate of 18% and if
Entrepreneurs’ Relief applies the
first £1m of gain will qualify for
an effective rate of 10%.

There is therefore a significant
differential in income tax and
capital gains tax rates, which
will inevitably lead many to
seek capital gains taxable rather
than income taxable returns.

Trusts

With effect from 6 April 2010
the trust rate of income tax will
increase from 40% to 50% on
relevant trust income in excess
of the standard rate band
(typically £1,000). As for
individuals, trust dividend
income will be subject to tax at
an effective rate of 36.1%.
Again, capital gains tax remains
at a flat rate of 18% for the
majority of trust assets.

Preparing for the 50% tax
rate

With 5 April 2010 fast
approaching, now is an
appropriate time to revisit

investment and remuneration
strategies to ensure they are
still consistent with personal
objectives and to identify areas
where the impact of these tax
increases can be mitigated.

Income

A simple approach would be to
accelerate income so that it is
taxable prior to 6 April 2010 at
the current top rate of 40%
(32.5% for dividends). Bonus
payments, interest receipts,

gains on share

unapproved
schemes, dividend payments or
remittances of income, for those
not domiciled in the UK, might be

brought forward so that the
income falls to be taxed before 6
April 2010.

Clearly, accelerating income will
bring forward the tax payment
date and the associated cash
flow implications will need to be
carefully considered.

Capital Gains

There is no guarantee that the
rate of capital gains tax will stay
at the current rate of 18%.
Those who are planning to
dispose of assets in the short to
medium term may wish to
consider strategies to accelerate
disposals and only pay the
current rate of 18% capital gains
tax.

Trust Planning

For those with trusts which are
subject to the trust rate of tax
(primarily discretionary and
accumulation and maintenance
trusts), now may be an
appropriate time to review the
terms of the trust. For smaller
trusts (in particular those with
income of less than £150,000) it
may be appropriate to change
the terms of the trust so that the
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beneficiaries become entitled to
the trust income as it arises.
The 50% rate should then only
apply to the beneficiary if their
total income exceeds
£150,000. Depending on the
tax position of the trust
beneficiaries, distributions
might also be brought forward
so that the income falls to be
taxed before 6 April 2010.

Partnerships and
Unincorporated Businesses

The increase in income tax
rates is also likely to have a
significant impact on
partnerships and

unincorporated businesses. For
most continuing partnerships
and sole traders, the higher
rates will apply for profits which
arise in the accounting period
ending in the tax year to 5 April
2011.

Strategies to maximise profits
taxable at the current rate of
40% rather than the 50% rate
should be considered. Typical
examples include reviewing the
timing of claiming allowances
and reliefs and changes to the
accounting period end date.

It may also be an appropriate
time to consider whether a
partnership remains the most
appropriate structure for the
business. Partnerships may
consider  transferring  their
business to a company which
can be attractive when seeking

external investment.
Alternatively, where
commercial circumstances

permit, it may be appropriate
to introduce a corporate
partner which would enable a
proportion of the profits to be
subject to corporation tax at
28%.
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Structuring for holding assets

It is important to continually
review how trading and
investment assets are held to
ensure that tax efficiency is
maintained. For example,
acquiring and holding commercial
and residential property through
a limited liability partnership
rather than a private limited
company often proves to be
more tax efficient for UK resident
individuals.

It is important to recognise that
certain income generating assets
will be at a disadvantage to those
where returns are taxable at the
capital gains tax rate. For
example, returns on non-
qualifying offshore investments
(e.g. many hedge funds) and
single premium life assurance
bonds are taxable as income and
so, if realised after 6 April 2010,
may be subject to the 50% rate.

Given relatively low asset values
at present, now may be an
opportune time to consider
changing holding structures to
ensure that any future increases
in value are realised in a tax
efficient manner. As part of this
process the manner in which
assets are held across the wider
family unit should be considered
to ensure maximum advantage is
being taken of the lower rate tax
bands and reliefs available.

Other considerations

For decision makers in a
corporate context, careful
consideration will need to be
given to the impact of the Budget
announcements on employee
reward structures and in
particular pension arrangements
and share schemes. Share

The restriction on tax relief for
pension contributions for those
with incomes of over £150,000
is likely to prompt those
affected to review their pension
contributions to establish
whether the current pension
arrangements still meet their
longer term retirement
objectives.

The views and opinions expressed
herein are those of the author and
do not necessarily represent the
views and opinions of KPMG LLP
(UK). The information contained is of
a general nature and is not intended
to address the circumstances of any
particular individual or entity.

© 2010 KPMG LLP, a UK limited
liability partnership, is a subsidiary of
KPMG Europe LLP and a member
firm of the KPMG network of
independent member firms affiliated
with  KPMG International, a Swiss
cooperative. All rights reserved.

If you would like any further
advice or information on the
above then please contact
Jennifer Bell on 01254
828300 who can put you
directly in contact with
Anthony Cox.

BUSINESSES FOR
SALE......

Road haulier whose
activities comprise bulk
powder and liquid
tankers plus bulk
aggregate tippers—
c£5.5m

Regional fork lift hire,
sales and servicing—
£684k (Yorkshire)

Contract hire of
specialist mobile
cranes— £1.8m (North
West)

International Vehicle
Transportation—£1m

Metal finishing business
specialising in
electroless nickel
plating and
refurbishment
services—£749k

Supplier of specialist
chemicals and other
materials to the
construction industry—
£1.1m

Joinery contractor
including design and
consultation through to
site evaluation,
manufacture and
installation—£3m

Manufacture and
installation of
shopfitting products—
£2.5m

If you are interested in

incentive schemes can provide a
tax efficient and cost effective
method of incentivising and
remunerating employees and are
becoming increasingly attractive.

any of the above
businesses or would like
further information then
please contact Jennifer
Bell on 01254 828300
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