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When should I start thinking about my exit strategy?

Now! This is true whether you are just starting out, are running an established business or are contemplating your retirement. Some plans may take many months or even years to put in place so early planning is essential to keep your options as wide as possible. This can help ensure that you pay the least amount of tax, achieve the highest possible price and exit the business on the best terms for you.

What are the main options to consider if I want to exit my business?

· Family succession - a sale or transfer to one or more family members 

· Management buy out (MBO) - sale to existing management

· Management buy in (MBI) - sale to a new management team which is brought in to the business (usually assisted with private equity funding)

· Trade sale - sale to a completely unconnected third party (often an existing supplier, customer or competitor business)

· Flotation - an initial public offering (IPO) of the company's shares on a public stock exchange (e.g. London Stock Exchange or the Alternative Investment Market (AIM))

· Cease trading and wind up (liquidate) – relatively straight forward but likely to realise a substantially lower value than other exit options. Usually only an option of last resort for those who have failed to plan!  

Each of the above options has their pros and cons and not every one will be applicable for every business. 

What can I do to help prepare my business for sale? (“Vendor Due Diligence”)

Examine your business from the viewpoint of a potential buyer and address any potential issues before they arise. This might include consideration of the following: 

· Do you have legally binding written contracts in place with your key customers and suppliers that secure the business going forward?

· Do you own the whole business? If not, can you ensure that any other owners (eg minority shareholders) will sell on the same terms?

· Check you share and asset registers. Are the assets used in the business owned by the right legal entity? (e.g. assets still in the personal name of the founder or other group companies)

· Do you have historic bank security you can remove?

· Do you have robust employment contracts with your key employees that prevent them taking their expertise and knowledge of your business to a competitor?

· Do you own all the intellectual property used in your business or hold all the necessary licences? (e.g. logos, websites, software, databases)

What should I be doing now?

Take professional advice from specialist advisers (e.g. lawyers, accountants) who can demonstrate a successful track record in this area. They can assist you in assessing your options and finding and negotiating with potential buyers or investors.
For further information please contact Martin Frost on 01904 561450 or mfbf@denisontill.com
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This note is issued for guidance purposes only. It is not intended to constitute a definitive or complete statement of the law on any subject neither is it intended to constitute legal advice in any specific situation.


