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Time t o prepare for y our e xit
Our one k ey piece of ad vice is t o take your time and pr epare proper ly f or y our e xit and succession.
The longer y ou ha ve to prepare, the bet ter t he resul t will be. W e think t he best time t o st art planning
is about t hree years bef ore you w ant t o exit.

Preparing t o sell

You will need time t o decide the best e xit option f or you bef ore consul ting y our t eam. If y our t eam think a
sale may happen, the y may push f or an MBO, but fr om a shar eholders' perspectiv e a trade sale ma y be the
bett er option. Communic ating with y our management t eam later in the pr ocess is crucial t o achie ve a
successful sale and t o manage the transition.

Making y our business attractiv e to a thir d-p arty buy er is essential t o incr easing it s value. Ensur e your
financials ar e in or der and look at wa ys to incr ease your EBITDA (earnings bef ore interest, t axes,
depr eciation and amor tization). Check y our operations and infrastructur e are in good shape and that y our
internal syst ems are well structur ed.

In the build up t o a sale, it is impor tant t o focus r esour ces on k ey areas that will incr ease business v alue. If
you cur rentl y run a ÔlifestyleÕ business, more time will be needed t o build v alue and t o change y our business
into one which a 3 rd party w ould want t o acquir e.



Time t o prepare for y our e xit

Preparing f or a management buy -out

Your management t eam can provide a pot ential e xit strat egy f or you, but y ou will need t o help pr epare them
for running the business (as opposed t o just w orking in it) as w ell as giving them the time t o prepare the
finances with which t o buy the business.

Preparing f or f amil y succession

If you run a f amily business, w e would encourage a length y per iod of succession planning t o make sure that
the f amily members t aking o ver are prepared f or what the y are taking on.

The most impor tant st ep when deciding the best e xit r oute for you is t o seek ad vice fr om an ad visor . An
exper ienced ad visor , such as Bar nes Roffe can explain all the options a vailable and help decide on the best
course of action. Onl y then c an a shar eholder put st eps in place and decide when t o br ing in management.



Financials

Poor financial inf ormation or dela ys in pr oviding y our numbers send the wr ong message
to pot ential buy ers, emplo yees and management. Good qualit y, regular , up t o dat e
financials ar e a str ong indic ator of a w ell run business and allo w buy ers t o rely and trust
your financial r esul ts mor e easily.

If you are selling y our business, looking at an IPO or MBO , then some f orm of financial
due diligence on y our business will be p art of y our sale pr ocess. Challenges dur ing y our
exit pr ocess will be much smoother with the r ight financial inf ormation in place. Financial
areas to focus on f or your exit ar e:

If you are looking t o sell a business and y our account s have been audit ed, that will
provide r eassurance t o a pot ential pur chaser . An audit adds cr edibilit y to financial
statement s which c an in tur n enhance v alue. It may also r educe the amount of due
diligence a pur chaser might seek t o do bec ause ther e has been r egular e xternal scrutin y
of y our figur es.

Good qualit y, regular
management account s
Cashflo w st atement s &
forecast s
Prof it and Loss
statement s
Balance Sheet

Revenue, mar gin and
prof it tr end dat a
Capit al expenditur e
requir ement s
Cash, debt and w orking
capit al anal ysis and
requir ement s

Tax planning

The t ax you p ay on e xit c an have a huge imp act
on ho w much mone y you exit with.

Depending on y our exit strat egy, it is best t o plan
well ahe ad and seek ad vice t o ensur e you p ay as
little t ax as legall y possible. The e arlier y ou plan
the bett er, bec ause some of the conditions that
will need t o be met t o qualify f or t ax relief on an
exit need t o be in place y ears ahe ad of a sale.

Here's just some of the t ax areas, relief s and
exemptions y ou need t o consider:

Business A sset Disposal R elief
Capit al Gains Tax
Deferral Relief
Cor por ation T ax
Inher itance T ax



Business structur e

If your comp any structur e is complic ated, it ma y be w orthwhile 'tid ying
up' y our business model w ell in ad vance of y our exit and succession. Y ou
may want t o look at mer ging p arts of the gr oup f or simplicit y bef ore a
business sale or split of f cer tain asset s such as pr oper ty pr ior t o sale.

Exit planning c an be comple x and r eviewing y our business structur e as
part of y our exit planning ensur es you will be in the best position both
commer ciall y and fr om a t ax perspectiv e when y ou begin y our exit
process.

Examples of wa ys to restructur e:

Sell t he tr ading comp any but r etain t he pr oceeds in y our holding
comp any
Sell t he tr ading business but r etain t he business pr emises in a
sep arate comp any or y our holding comp any
Dividing t he business bet ween f amil y members wit h dif fer ing vie ws on
the timing of a sale
Split ting divisions bet ween y our management t eam
Reorganising and issuing ne w shar es to retain and secur e key
management t eam members

Vendor due diligence

If you are looking t o sell via a trade sale, a sale t o pr ivate equit y or a
listed comp any, then conducting v endor due diligence will be
impor tant.

Vendor due diligence in volves the seller collating and pr esenting
complet e and accurat e financial and commer cial inf ormation about his
business t o the pot ential buy er or buy ers f or their r eview as p art of
their o wn due diligence pr ocess.

Vendor due diligence ma y include:

The due diligence pr ocess in a business transaction c an be long.
However early pr eparation b y a seller will allo w f or quick and det ailed
responses t o the buy er's due diligence r equest s which will ul timat ely
assist in speeding up the pr ocess of the transaction and sa ve a seller
both time and pr ofessional f ees.

Accounting
recor ds/f inancial
statement s/t ax recor ds
Gener al cor por ate
document s
Cust omer and supplier
agreement s
Proper ty le ases

Shareholder inf ormation and
agreement s
Trading licences and per mit s
Emplo yee det ails and
contr act s
Intellectual pr oper ty licenses,
agreement s and p atent s
Health and Saf ety document s
Disput es and litigation det ails



Incr easing business v alue

Many business v aluation methods use a mul tiple of e arnings appr oach t o calculat e the
enterpr ise value of a business. A higher mul tiple is achie ved when a buy er att aches less
risk t o the abilit y of the business t o maint ain it s earnings int o the futur e. The mul tiple
used ther efore has a signific ant imp act on the v alue achie ved f or your business Ð but
there is no scientific f ormula or c alculation used t o det ermine pr ecisel y the Ôcor rectÕ
mul tiple.

External f actors will influence the mul tiple Ð such as the t ype of industr y you operat e in -
but man y int ernal f actors, within y our contr ol, will also be instrument al in det ermining the
mul tiple. All the v alue dr ivers belo w will af fect the mul tiple that y our business sale
achie ves.

Over dependenc y on a
small number of people,
suppliers, cust omers,
product s/ser vices
Capit al expenditur e
requir ement s
Qualit y of pr of its vs
quantit y of pr of its
Business structur e
Internal str ategic
planning pr ocess

Strengt h of management t eam
Oper ational pr ocesses
Formalised cust omer and supplier contr act s
Mar keting issues such as br and aw areness
and competitiv eness
Scalabilit y of r evenues
Cust omer r eput ation and f inancial str engt h
Repe at cust omers and r ecur ring income
Intellectual pr oper ty ownership
Product s/ser vices wit h high cost of mar ket
entr y

Stepping b ack fr om t he business

We kno w that st epping b ack fr om a business thatÕs been
an int egral p art of y our lif e is comple x. ItÕs not sur pr ising
then that man y business o wners dela y their e xit planning
until the v ery last minut e.

Running a business that isn Õt dependent on y ou, the
owner , is crucial bef ore you att empt t o exit the business.
Your business needs t o be able t o sur vive without y ou,
as this c an signific antly af fect the hando ver per iod, the
futur e of the business and the v alue when y ou sell.

Your successor

If you don Õt already have a cle ar successor , you need t o
find one. Whether y ou decide t o choose someone
internally or r ecruit e xternally, finding someone that c an
help y ou let go is vit ally impor tant. Your r ole c an then
change and de velop on the run up t o your exit.

If your successor is a f amily member , then planning w ell
ahead could giv e them time t o gain v aluable e xper ience
in all aspect s of the business. Emotions c an be he avily
involved in this t ype of succession, so t ake a step b ack
and check that itÕs the r ight thing t o do.



Your people

People ar e the k ey asset t o most businesses. Ensur ing y ou have exper ienced and motiv ated people in k ey management positions is vit al. A shor tage of
skilled labour and good qualit y management mak es it dif ficul t for the o wner t o achie ve the transition the y want. Change of ten br ings uncer tainty.
Managing this and ensur ing continuit y is k ey to ensur e itÕs Ôbusiness as usualÕ.

Often the r ight people c an be f ound int ernally by pr omotion. If ho wever, they c anÕt be f ound fr om within the or ganisation, business o wners should be
clear on the people the y need t o Ôplug the gaps.Õ

Investment and gr owt h

ItÕs impor tant t o not put of f pr oject s that will add long-t erm value to the business, e ven if y ouÕre planning y our exit. The t empt ation is t o not spend the
money bef ore sale or buy -out, but the continued de velopment of y our business will of ten add v alue and mak e your business mor e attractiv e to external
buyers.

ItÕs far bett er to continue on-going in vestment on the run up t o transition than t o stand still. ThatÕs easier said than done when of ten economic
challenges me an that man y businesses st andstill, or in vestment is made mor e dif ficul t.
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How w e can help

After y ears of har d w ork and building y our business, handing o ver t he
reins and le aving y our business c an be a daunting st age t o go
through. Whet her y ouÕre selling, p assing on t o famil y or consider ing
an IPO, you need t o mak e your plans in plent y of time.

Beware of tr ying t o handle the entir e process y ourself . Exiting y our
business in the best wa y for you and y our business and maximising
your r etur n on exit c an be a long and distracting pr ocess. If y ou tr y and
do it y ourself , it could ha ve a negativ e imp act on y our business
per formance and e ven your ment al and ph ysic al wellbeing.

An adviser , such as Bar nes Roffe, helps t ake the he avy lif ting of f you
from the beginning of the pr ocess, so that y ou c an continue t o focus
on what y ou are good at Ð running a successful business. W e have a
dedic ated team that f ocuses pur ely on these t ypes of e vents, which
are of ten once in a lif etime.

The exit process t ends t o be time consuming and str essful at times.
Having the e xper ience of a specialist c an help y ou navigat e the pe aks
and tr oughs of an e xit successfull y.

Barnes Rof fe suppor t business o wners fr om all sect ors
throughout t heir e xit planning and sale pr ocess including:

If you w ould lik e mor e help and ad vice with planning y our exit
strat egy, then cont act us today.

Succession planning advice and suppor t
Creating y our exit strat egy
Business sale
Tax planning
Identifying and appr oaching pot ential buy ers
Management buy out suppor t
Emplo yee Ownership T rust s
Trust s and IHT planning
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Need ad vice on e xiting
your business?
Cont act us:
East London T el: 020 8988 6100
West London T el: 01895 256423
South London T el: 01322 27 5335
London Br idge Tel: 020 3814 9990
London Cit y Tel: 020 3890 7 360
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