
Preparing your 
business for sale

 
Our guide to optimising 

the value of your business 
and how to achieve a 

successful exit.



Selling a business is probably the most 
important decision many owners will take. 
It’s usually a one-off opportunity to 
crystallise value and hence critical to get it  
right. But is your business ready for sale?

Ensuring your business is ‘sale ready’ in the first place, will make it 
more attractive to potential buyers and significantly increase the 
chances of a successful outcome. Trying to address weaknesses 
once the sales process is in motion can prove to be challenging. 
Nervous buyers can quickly reduce the sale price, withhold cash 
on exit or walk away from the deal altogether.

It is never too early to start planning for exit. Implementing good 
business practices and disciplines in advance of a sale, will not 
only make the sale process much smoother but also enhance 
value. Vendors who take the right steps to prepare, will almost 
certainly end up reaping the biggest rewards.

In this Guide we will highlight some of the key considerations 
and what you can do to prepare your company for what is a 
complex process.

David Ball
Manager - Corporate Finance

Welcome

 
Success is where preparation 

and opportunity meet.
 

Bobby Unser, Indy Race Car Driver

 



The quality of
financial

information is
imperative.

Are you being transparent?

Without putting too fine a point on it, poor 
financial information sends the wrong message 
to a buyer. Good quality, up to date financial 
reporting is not only good practise, but make a 
buyer’s ability to value your business, and rely 
on the financial results, much easier.

A good quality and relevant monthly board 
pack, including profit & loss, balance sheet and 
cash flow, together with key KPI’s, granular 
profitability by product, service, and customer is 
the ideal, and will put you one step ahead on 
commencement of any transaction process.

A buyer will undertake financial due diligence 
(DD) on your business as part of a sale and 
being able to provide this information not only 
makes the process smoother but improves their 
perception of your business and may reduce 
challenges to the pre-agreed sale price.
Furthermore, investing properly in your finance 
team is an area often overlooked by many 
businesses as they grow and mature. A strong 
internal finance function will be key to ensuring 
proper financial information is kept, whilst also 
enabling you to successfully navigate through 
financial due diligence.

Let's start by asking 
tough questions.

If the business cannot function without 
you, then what is a buyer acquiring? 

Entrepreneurial businesses are, by definition, 
reliant upon their owners. However, any buyer will 
want to ensure that the business they are buying 
is capable of functioning, and indeed growing, 
after your exit.

Ensuring that you have a strong management 
team, who can continue to drive success after you 
step down, will make your business far more 
attractive to a buyer and will likely achieve a 
higher sale value.



Forecasting 
for fortitude

Future growth and trends

Being able to illustrate a strong, growing profit 
pattern over a sustained period will 
undoubtedly increase the value of your 
business. Moreover, being able to understand 
your business’ profit trends and future growth 
opportunities, as well as underlying market 
dynamics, can dictate the optimal time to sell a 
business.

Strong visibility over future growth
opportunities, and potential future profits, via 
secured order books, long term contracts and 
recurring revenue streams, will also enhance its 
value.

Being able to articulate and quantify future 
performance via clear pipeline tracking and 
detailed forecasts supported by verifiable 
assumptions will be of paramount importance.
During a sale process, it is also key to perform 
well compared to forecasts. Strong financial 
performance during diligence and negotiations 
will provide additional confidence to the 
prospective buyer and significantly reduce the 
chance of a “price chip.”

Manage current and future risks 
 
Buyers will eventually take a forensic look at 
your business, so it is crucial you identify areas 
of concern before they do. Think critically about 
your business and how it could be perceived by 
an outsider. Does the business rely on one or a 
few key customers or suppliers? Is the sector 
particularly susceptible to wider macro- 
economic conditions?

Ultimately all businesses have risk areas. 
Understanding how these might be perceived 
early on allows you to mitigate their impact, 
either by taking steps to address them or by 
disclosing them in a constructive and balanced 
way at the start of the process. Both actions will 
build a trust factor that should positively 
impact the eventual deal value. 

Let's be honest,  
nobody wants 

a nasty surprise!



Getting down t 
the detail

Keeping your statutory records, corporate filings and tax affairs accurate and up to date is of critical 
importance for any due diligence process. Ensuring Companies House filings are watertight, proper 
company articles and shareholder’s agreements are in place and that resolutions and board minutes 
have been produced (and filed where appropriate) should mean there are no nasty surprises 
uncovered during due diligence.

Ensuring compliance with your legal and financial reporting requirements sends the right 
impression to a buyer. From a legal perspective, make sure that items such as incorporation 
documents, statutory registers, share certificates, property leases, title deeds, intellectual property 
rights, employee contracts, directors service agreements or customer and supplier agreements are 
in place and up to date.

To support our comments on the legal aspects of selling a business we spoke to one of our 
professional partners at HCR Hewitsons and asked for their view: Joe Greenstock, Corporate solicitor 
from HCR Hewitsons comments, 

Legal and financial tidy up

Are your i's dotted and t's crossed?

Preparing a business for sale can be a lengthy and time-consuming process but if a 
seller does so thoroughly, they can reap the benefits of their early efforts. Carrying 
out a preliminary internal due diligence review in order to identify problems and 

concerns, and to afford sellers an opportunity to either eliminate or mitigate them, 
can prove to be an extremely fruitful exercise later down the line. Above all, sellers 
should fully engage with the due diligence process - having an effective system in 

place to manage the process (including a user-friendly virtual data room and a 
team of thorough and organised advisors) will help sellers stay on top of matters – 

which not only leaves a good impression on a buyer, but also limits the precious 
time taken out of a busy business owner’s day-to-day working schedule.  It certainly 

pays to be organised.



Untangling tax 
and full discl  sure

Tax due diligence and planning

Whilst the tax due diligence process will mainly focus on the most recent tax filings, it will also look at 
some historical items, in particular if there have been any restructurings or transfers of assets between 
companies in the case of groups. The most common issue in our experience is the employment related 
securities legislation – these are wide-ranging tax rules which broadly seek to charge income tax where 
employees or directors acquire shares in their employing company at a discount. We would recommend 
that you ask your tax advisors to review this area before the due diligence process starts so that you are 
aware of any potential problems and can either take rectifying action, where possible, or disclose the 
issues early in the due diligence process. 

We spoke to our Ashcroft colleague Heather Tulloch, Director and business tax expert, she added:

 

The most common question we get asked when business owners are considering a 
sale is whether the disposal will qualify for Entrepreneurs’ Relief (now Business Asset 
Disposal Relief) – this is capital gains tax relief which can reduce the tax rate paid on 

a business sale to 10%. Whilst most business owners have some awareness of this 
relief the rules and limits have changed quite substantially over the years, so it’s 

worth checking your understanding is up to date.
 
 

Final words...
Experienced advisors will provide valuable advice to make your business ‘sale ready’, maximise its value 
and support you in executing a successful transaction.

 
 

Another tax consideration is the structure of the sale itself; it is not unusual for the 
sales proceeds to include a mix of cash, loan notes and/or shares in the buyer, all of 
which have their own tax considerations. Sometimes some of the proceeds will be 

contingent upon future events, such as the profits of the business over the next 3 
years; again, this will need careful consideration to ensure that you understand what 
tax is due and when, as this may impact on your negotiations with the buyer around 

timing of cash payments. Our advice would be to have a tax adviser review the 
proposed deal at the earliest opportunity so that they can explain the tax treatment 

and flag any issues.
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Our award-winning Corporate Finance team has over 100 years’ 
combined experience advising directors, business owners and 

management teams on a range of corporate transactions. 
 


