
Exit Planning

We have noticed a surge in business owners looking 
to exit their business recently, so this edition will focus 
on some of the exit options available to owners.
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Since the ending of lockdown, our EQ Taxperts have noticed a surge in business 
owners looking to exit their business so this edition of our quarterly tax bulletin 
features several articles on the many ways in which an owner may seek to get out.

It may be that you’ve simply had enough given 
recent challenges, you might feel that your 
business needs fresh impetus, perhaps you are 
looking to sell to the highest bidder or do you 
see a family succession plan as your route out. 
When you are in this mindset, it’s so important 
to have an adviser to bounce ideas off as 
you normally only get one chance to get this 
decision right.

Our advisers view it as their primary job to get 
to know their clients and what makes them 

tick which we feel makes us the ideal choice 
as your sounding board. Given the level of 
experience in our team, we like to think we 
have seen almost every possible scenario and 
our job is to help you find the right exit route, 
one which lets you feel you have looked after 
your business, and its employees. After all 
you’ve spent a long time building to this point.

If you are a business owner considering your 
exit options, we’d urge you to give us a call 
to discuss how your objectives can be met.

Is it Time to Go?

You have built an excellent business, in part thanks to your excellent team of people 
and you are seeking an exit but want to look after your team. What might be the 
benefits of this route?

Selling your business to an Employee Ownership 
Trust (EOT) may well be one of your options. 
The possible benefits of this route are:

• The proceeds suffer tax at 0% where 
qualifying conditions are met

• Tax free bonuses of up to £3,600 per 
employee per annum can be paid (NIC would 
still apply)

• You must give up control, i.e., sell 51% or 
more but can remain involved

• Proceeds can be paid up out of future profits 
without significant restriction

• Anecdotally this is an excellent route to 
reward and motivate your team

If this route is so good, then why does every 
business not go down this route? It would be 
reasonable to say that internal sales routes like 
this do not always achieve “top dollar” and 
perhaps there is a perception that this route is 
highly complex. In fact, EOT disposals can be 
achieved in an efficient timeframe and even 
though there will be professional fees incurred, 
these would be proportionate, but often 
less than traditional sales which can require 
extensive due diligence.

In relation to price achieved, remember that it 
is the post-tax proceeds that are relevant, not 
the gross price. In looking at that, you must 
therefore consider the proceeds of an EOT 
against a third party sale, less Capital Gains 
Tax at either 10% or 20%. Often the post-tax 
proceeds are similar or better for an EOT.

EQ have a team of people highly experienced 
in EOT advice and well connected to other 
professionals who can help deliver this solution.

Employee Ownership – Ticking All the Boxes?



An Exit on Your Terms?
If you are planning on retiring within 5 to 7 years, you might consider a vendor-initiated 
management buyout (VIMBO) to realise the value of your family or owner-managed business. 

A VIMBO gives you control over the succession plans for the business as you would 
typically remain as a director until you have been paid in full. Similar to any other 
Management Buy Out (MBO) but with one important difference – it is you that would 
initiate the process and make an approach to management, or the next generation of the 
family (the Buyout team).

Commercial benefits
It is typical for a VIMBO to be structured so 
that excess cash can be extracted from the 
company on completion. In addition, any 
deferred consideration would be paid out of 
future profits of the company, rather than being 
funded by debt or private equity. In a family 
buyout, for example, the family does not have 
to make any substantial personal investment.

As far as cash flow is concerned, your 
drawings could continue at the same level as 
your dividends; but your drawings are treated 
more favourably for tax purposes.

Your tax position
Most family or owner-managed trading 
companies are eligible for the 10% rate of 
capital gains tax by claiming Business Asset 
Disposal Relief (formerly, Entrepreneurs’ 
Relief), which currently applies a 10% rate to 
gains up to £1 million, with any excess being 
taxed at 20%.

Buyout team
Unlike other types of buyouts, VIMBOs are 
characterized by a small personal investment 
because the seller is typically repaid out of the 
future profits of the company.

Conclusion
The current economic environment can make 
it difficult for retiring business owners to 
sell their businesses, much less find a buyer 
who will pay market value. In fact, many 
business owners may not even consider selling 
their business in the near future. Tax and 
commercial factors make a VIMBO attractive 
in the circumstances.

In a VIMBO, there is no ‘one size fits all’ model. 
Each company is unique, especially if there are 
family relations involved. A VIMBO can be very 
effective in the right circumstances and EQ has 
the experience to assist you throughout the 
entire process.



Traditional Sale
Traditionally businesses are sold either to a trade buyer or indeed some form of 
equity investor. The options for both parties are that either the shares in the company 
are sold, or the assets and trade are sold leaving the seller to dissolve the company, 
or perhaps do something else with the proceeds.

Typically, a seller will wish to sell shares in 
their company mainly due to the avoidance 
of double tax. If shares are sold, then Capital 
Gains Tax (CGT) is paid by the seller on the gain 
on the sale of the shares, with no tax payable 
by the company itself. However, if assets and 
trade are sold, the company pays Corporation 
Tax on the gain on those assets and then the 
owner of the company pays CGT on, typically, 
the shares themselves.

A common issue in selling a business is the 
use of deferred proceeds typically contingent 
on the achievement of certain performance 
criteria. It should be possible to structure this so 
that the low CGT rates are “banked” if that is 
your wish. Our concern with deferred proceeds 
is a non tax matter. Often these days we see 
purchasers seeking to defer higher proportions 

of deals and this is a huge commercial risk 
for the seller. In our experience, commonly 
deferred proceeds are not paid out in full so 
accept these at your peril.

The other issue in a third party sale is that the 
seller has little control over the future of the 
business so a purchaser could make key staff 
redundant or relocate from a certain area. 
Sellers are often highly particular about who 
they sell to. As one business owner put it “after 
the sale, I want to be able to walk down the 
high street without being shouted at”.

Our EQ Taxperts have the track record and 
experience to help you source a purchaser for 
your business, will assist in the negotiation of 
price and then help you to structure the deal 
to your benefit. Get in touch if you want to 
discuss your circumstances.

Family Planning!
In Scotland, a huge proportion of privately owned businesses are family owned and, 
in that case, often there is no actual disposal but simply a change of ownership.

Where there is a trading business, whether 
company or partnership then a common 
route to achieve a succession, in whole or in 
part, is to gift the business and use holdover 
relief. Essentially the outcome of this is that 
the person receiving the gift, the donee, 
stands in the shoes of the person making the 
gift, the donor.

For example, if you set up a company from 
scratch with £100 of share capital and you 
grow it to be worth £1m, then in the event to 
gifting the shares to your son and daughter, 
there would otherwise be a gain of £999,900. 
However, the donor and donee use a holdover 
election, the effect of which is that the donor 
pays no tax but the donee, in the event of their 
subsequent sale, has a base cost of £100, not 
£1m, this effectively defers any CGT due until 
there is a later disposal by the donee.

Holdover elections can be applied in full or in 
part as sometimes the intentions of the parties 
are for the seller to achieve some value, but to 
also include an element of gift.

In succession planning, value can be passed 
during lifetime or on death. If during lifetime, a 
good adviser can help you plan a commercially 
sensible route, and one which is not fraught 
with high tax risk. If you prefer to pass on your 
business on death, our EQ Taxperts will work 
with your solicitors to ensure that your will is 
set up in such a way to accommodate legal rights 
claims and minimise any Inheritance Tax liabilities, 
but in the main to ensure your wishes are met.

Succession planning is best delivered by a 
firm which knows your business but also 
knows your family – that is the EQ way. 
Contact us if you wish to discuss the best 
route for your family business.



Management Buy Out

Management buy outs (MBOs) are commonly used where there is no clear exit plan 
and/or the seller wants to look after their workforce. Following the last recession 
in 2007, it is our experience that lenders are much less enthusiastic to lend to a 
management team, even though they have the skills to take the business forward. 
Typically, the management team do not have the borrowing power to secure a buy 
out so the deal falters on a lack of “skin in the game”.

MBO transactions contain many variations on 
themes, with perhaps the greatest advantage of 
such an approach being the flexibility that both 
parties can adopt in determining a solution. The 
possible benefits of this route are:

• Easier to negotiate given the familiarity of 
purchaser and seller

• No requirement to sell the whole business, 
chance to be flexible

• Retention of key staff and an opportunity to 
reward those who have helped to build value

• Greater business continuity

• Manageable tax risks

Often MBO proposals fail due to insufficient 
finance or perhaps that the seller’s perception 
that these sales are undertaken below “top 
dollar”. Remember that outside equity might be 
able to be deployed to bridge traditional debt 
finance, with deferred consideration, subject to 
performance also being habitually used.

An MBO most commonly happens between a 
friendly seller and purchaser, and we certainly 
recommend these are carefully considered as a 
viable option. MBOs come in many shapes and 
forms, and you need an adviser that can find 
a solution to any problem. Contact our EQ 
Taxperts to discuss how we can help get the 
right outcome for you.

 



News Roundup
6 July – did you make the deadline 
Tax legislation contains many deadlines, but 6 
July is an important one with the requirement 
to complete the reporting of P11d benefits 
in kind and Employment Related Securities 
(ERS) annual returns by that date. Whilst 
benefits in kind reporting has been with us 
forever it seems, ERS reporting is a much more 
recent requirement. Shares, share options etc. 
awarded to employees should be reported and 
it’s easy to think you are not caught. Give our 
EQ Taxperts a call if you are wondering whether 
you should have reported or not.

From Boris to?
At the time of writing, the Conservative party 
leadership battle is down to the final two and 
in many ways, the ultimate winner may have 
a significant influence on future tax policy for 
the remainder of this Parliament. Anecdotally, 
the former Chancellor, Rishi Sunak is very cautious 
on tax reductions with Liz Truss being more 
cavalier in promising tax cuts (without necessarily 
identifying how to fund it). Whoever wins, we 
hope they are a candidate who seeks to reward 
hard working business owners and employees.

Tax efficient investing
We are very often asked about remuneration 
planning particularly by higher rate taxpayers, 
including those earning over £100,000 and losing 
their right to personal allowances. Without wishing 
to offer investment advice, often investment 
type products can provide excellent levels of tax 
relief. Those might include pension payments, 
Enterprise Investment Scheme and Venture Capital 
Trusts. Others may prefer to secure extra tax 
relief through charitable giving. There are many 
ways to secure great levels of tax saving so contact 
us to discuss the potential tax reliefs available. 

31 July tax payments
We make no apology for returning to tax 
payments and 31 July 2022 is an important 
date for taxpayers with the second payment on 
account due for the 2021/22 tax year. Remember 
to check if you are paying the right amount, 
consider if you are making an overpayment, 
perhaps due to falling profits or other factors. Tax 
is a significant business and personal cost which 
requires careful management and great advice. 



Talk to the EQ Taxperts
Looking for Trusted Tax Advice?

eqtaxperts.com

We are always happy to offer free, no obligation, 
initial consultations, and often act on a tax 
consultancy basis only.

For more information on any of the services 
outlined in this bulletin, or to discuss a particular 
issue with one of our advisors please get in touch. 

Talk to the EQ Taxperts today.

Disclaimer: We make every effort to ensure that the information provided is accurate and up to date; however, EQ Accountants LLP 
cannot be held responsible for any action taken, or not taken, as a result of reading this publication.  
Contact us at taxation@eqaccountants.co.uk or 01382 312100 for specific advice on how the issues raised could affect you.

01382 312100
taxation@eqaccountants.co.uk

Capital allowances
Capital allowances are a huge source of tax relief 
for businesses making qualifying expenditure. 
From the super-deduction available on certain 
purchases at 130%, to the Annual Investment 
Allowance on eligible costs at 100%, and even 
the relatively new Structures and Buildings 
Allowance on certain building costs, there are 
massive allowances available. If you have any 
fixed asset additions planned, ensure you receive 
advice as to the maximum amount of relief to 
which you may be entitled. You may be surprised 
at the reliefs available to your business.

NIC changes from 6 July 2022
The UK Government increased the rates of 
National Insurance (NICs) for both employers 
and employees by 1.25% from 6 April 2022. 

However, in the Spring Statement, the then 
Chancellor announced that from 6 July 2022, the 
primary threshold for NIC purposes will increase 
to £242 per week or £1,048 per month. 

As a result, employees will now pay NICs at the 
same point as they do for income tax. This may 
partially or even fully offset the 1.25% increase 
for lower earners, and for some, it could mean 
that they will pay less NICs than before. 


