
Part 1 of this guide will highlight what issues need to be considered in the run up to retirement
for the owner of a family business. 

Parts 2 and 3 will discuss where the tax planning opportunities may exist in that period, and on
the sale of the business itself. We will discuss taper relief, consideration via debt, earn outs and
inheritance tax.

It is important that you formulate a plan that deals with all the issues that are likely to arise, with
the main objective being to maximise your financial position at the time of retirement. We would
suggest that the plan covers the following areas:

1. Your finances
2. Your business
3. Your family

We have summarised some of the key areas and issues that need your consideration on the
following pages.

Succession Planning 
PART 1:
Maximising value for yourself and your

Are you thinking of retirement and selling the family business? If so this guide provides a
practical first step to the many issues to be considered for efficient tax planning.



1. YOUR FINANCES

You should consider the adequacy of pension
arrangements, investments and your present
cost base. Can you afford to retire without
taking a large sum from the company?

Your plan should include the income you need
to earn prior to retirement to possibly reduce
your cost base and fund pension schemes,
repay mortgages etc - so that your future
income levels are adequate. Clearly the
estimated value of your business must also be
included in your calculations.

Depending on your needs this element of your
retirement plan may need to implemented
over a number of years.

2. YOUR BUSINESS

Any actions you take will be dependent upon
your needs, but there are other people to
consider - your family, other shareholders and
current employees all will be affected by any
actions that you may take. 

The point here is that the number of people
you may wish to consider as part of your exit
strategy can be large. You also have many
options that are available to you, that can be
implemented over a number of years. This will
allow you to maximise tax breaks and the
value of your business on exit, and be certain
of your future financial security.

The areas that need to be considered and
dealt with have been discussed below.

1. How much longer do you wish to be
involved in the business?

If this is a family business it may be difficult to
let go and pass control on to others.
Alternatively you may feel you have worked
hard and deserve that time away.

You may wish to continue with your
involvement after a sale where part of your
consideration is based on future performance
- or where a purchaser feels that they need
you around for a while after the acquisition.

This is important as it will affect the options
you have in relation to sales, and will also give
you a timeframe in which to get your finances
right.

2. What affect will your departure have on
the business - have you groomed someone
to take over your role?

l If you have been the driving force of the 

business have you considered who will 

replace you?

l If there is no one with the necessary skills

- is there time to train or recruit

someone?

l Do you need to modify your own actions 

to bring someone up to speed and allow 

them a more central role in the 

management of the enterprise?

l Furthermore, what value is there to the 

business if you are not around? If your exit

is not managed will this have a

dramatic affect on

the value of the business?

l Will your leaving the business result in a

loss of faith by customers or suppliers? 

l Will staff feel insecure that a sale is 

imminent and the future uncertain?

All these issues can de dealt with by good
planning and effective communication of your
plans to both family members, business
associates and the staff. 



3. Family shareholders

l Do you have a number of family 

shareholders?

l Will they remain involved in the business 

after you leave?

l How do you effect a sale if they do not 

want to sell?

l Do you have a shareholders agreement in

place?

l Are you planning to give shares to family 

members?

This is a difficult area as your best interests
may not be theirs. The problems can be
compounded by giving away blocks of shares
to other family members whose interests may
again be different from the other shareholders
(especially if some work in the business and
some do not). Their expectations may be
completely different - and problems do arise
over remuneration rates and dividends etc.

The first action must be to ensure that there is
a shareholders agreement in place that
provides a mechanism for reward, resolution
of problems, and the buy out and sale of
shares. 

Practically, it may be better to separate those
family members who work in the business and
those who do not; in our experience this is
best practice.

Then a frank and open discussion is required
to address the issues with those concerned. It
is sensible to ensure everyone knows where
they stand, and that there no
misunderstandings or assumptions that may
cause problems in the future.

4. Maximising the value of your business

Generally a business will be valued on the
basis of maintainable future revenues and not
on the basis of net assets, but there are some
exceptions to this ie. investment companies
whose only assets are the investments.

It is important in the period leading up to a sale
that profits are maximised and the business is
clean. If you are the driving force it is
important that in the period to retirement you
do not ‘step off the gas’. 

Generally the last three years accounts will be
the most interesting to a potential acquirer,
and their valuation of the business may well
be based on these numbers alone. The reality
is that the 25 years you put in to the business
may not be that relevant now.

Most purchasers will carry out a due diligence
of a business prior to acquisition and this will
often include a commercial aspect looking at
contractual terms, leases, ongoing litigation
etc. It is best practice to tidy up any issues that
may be off-putting or more importantly lower
the value of a business before a due diligence
is carried out. Bear in mind that it may be
cheaper for you to resolve any problems
rather than passing them on to a purchaser
with a subsequent price adjustment.

The effect of your departure has been
discussed above, but it is worth repeating that
if it has not been properly addressed the affect
on your business value could be dramatic.
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5. The sale process

The key areas that you need to consider on
the sale or transfer of a business are:

l The value

l Finding a purchaser

l The actual structuring and contractual 

terms of the disposal

l Getting the finance - especially if a sale to

a family member

l Your security - more relevant if part of the

consideration is deferred

Ultimately a business is worth whatever a
willing purchaser will pay. We have discussed
that the usual basis is a multiple of
maintainable profit, but there will be
negotiations to consider and competition of
having more than one interested party.

So to maximise your price carefully conducted
negotiations and hand picked purchasers will
help. We can help you with the negotiations
and weed out the time wasters, and save you
time, money and your sanity!

SUMMARY

The overall point is that your exit needs to be
managed - there must be a plan in place that
can assist in delivering your objectives. Your
plan needs to deal with your own and your
families needs, and maintaining value in your
business.

Wingrave Yeats can help you to develop that
plan in a number of ways. For example we
can:

l Find a buyer for your business

l Negotiate the best price for it

l Help design staff retention arrangements

l Assist in the recruitment process

... and importantly do all this in a tax effective
manner.

Lastly, this is not something that you should
do at the last minute - the general rule is that
you need to develop a plan that will achieve
all objectives over a period of time, not
overnight. In our view you should consider
and plan for your exit over a period of around
5 years before your planned departure date;
that way opportunities are not missed and
values and savings are maximised.
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