BUSINESS & MANAGEMENT CAREER

A way out
Thinking of selling your practice? Jonathan Bethel considers your exit strategy
Considering the disposal of any
business presents many challenges and
opportunities for all parties concerned.
You need to be prepared for a prolonged
negotiation period and ensure you have
engaged the services of the right people, for
example, specialist financial and legal
assistance. In addition, some may feel it
necessary to involve an agent to ensure the
potential acquiring pool is maximised.
For the seller, the process offers the
opportunity to maximise their proceeds,
while minimising any tax liabilities in what
would usually be a once in a lifetime
transaction. Furthermore, depending on the
ownership structure of the trading premises,
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it may also be an opportunity for the seller
to guarantee a future rental income stream.

Tax considerations
From a Northern Ireland perspective,
current HM Revenue & Customs tax rates
cannot be ignored, and any tax advice
cannot possibly take into account any future
government and tax legislative changes. For
example, the popular entrepreneurs’ relief
(ER) has been under scrutiny in recent years
and was amended in December 2014 to
restrict ‘related party’ disposals. Who knows
how long this relief will last, but paying
capital gains tax (CGT) at 10% (assuming
the gain is less than £10 million and you
have owned the business for at least one
year) isn’t a bad thing!
Furthermore, the main rate of CGT has
recently been reduced from 18% to 10% for
basic rate tax payers and from 28% to 20%
for gains above basic rate. This in itself is a
considerable reduction and to the benefit of
the tax payer.
Hence, when valuing the business, you
should seek to maximise any ‘goodwill’ value
(subject to capital gains tax) and minimise
any ‘plant and equipment’ value (subject to
income tax).
Any gain is, of course, dictated by the
size of the sales proceeds. Valuing the

practice very much depends on location,
size, mix ratio between private to NHS
patients, and who the purchaser is.
The range can vary greatly from 30% of
turnover up to 200% of turnover in a London
practice, with a recent Northern Ireland
disposal reaching as high as between 80% to
90% (subject to future targets being met).

Preparations
If the seller owns the business premises,
consideration should be given to the future
ownership. Would you like the premises to
form part of the sale? Does the purchaser
want the building? If you retain the building,
in Northern Ireland this will impact on
potential ER if not disposed of within three
years and also potentially impact on your
inheritance tax position. However, if
retained, it will also allow you to have a
steady rental income stream for the duration
of the lease agreement.
In preparation for disposal, the seller will
have to ensure that all supporting

ASK YOURSELF
• Would you like the premises to form part of the sale?
• Does the purchaser want the building?
• Would you like to be retained for a certain period
of time?
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THE MAIN QUESTION
FOR THE SELLER IS ‘DO
YOU WANT TO BE TIED
OR DO YOU WANT TO
WALK AWAY?’
documentation is available to assist any due
diligence process that the purchaser will be
carrying out. Other factors such as staff,
PAYE records, practice lease agreements,
health and safety policies and remaining
rental lease term (if applicable) should all be
considered.
Consideration should also be given to
financial factors such as expected sale
proceeds, your future within the practice
(would you like to be retained for a period?),
the magnitude of any tax liability, and the
actual date of disposal and how it affects the
tax payment.
For example, a disposal made in
Northern Ireland at the start of the tax year
would lead to any CGT liability being settled
some 21 months later. Tempting as it may be

to spend any surplus cash, care needs to be
taken to ensure sufficient funds are retained
to pass on to the relevant tax authorities. In
addition, there will be professional fees due
to the legal team, the accountant and
possibly a finder’s fee if an agent is used.

Selling
Once the aforementioned have been taken
care of, the question of ‘who do you want to
sell to’ comes to the fore. Broadly speaking,
there are three main categories of purchaser,
namely:
• External practice sale
• Corporate body sale
• Internal sale.
If you are in the fortunate position to
have a choice of category, this will then
present a further decision process, as they
each carry pros and cons. For example, the
ideal person could be one of the
experienced associates within the practice,
but their access to funding may not be as
favourable as that of a corporate body, which
may have acquisition funds immediately
available.
Some individuals may not favour the

ethics of a corporate body disposal, however,
it’s always hard to turn down the highest
offer with the most preferable payment
terms (and probably the highest upfront
payment). Anyway, don’t forget to keep
something aside for the tax man!
Corporate sales will often require the
exiting principal to be retained for a period
of time, often three to five years, to ensure
the continuity of service and care. However,
future payments will no doubt be subject to
annual turnover growth and there may be a
clawback clause if these are not achieved.
The main question for the seller is ‘do you
want to be tied or do you want to walk
away?’
In summary, there are many challenges
and opportunities when disposing of your
practice. The key to a successful ‘deal’ is
honesty, strong negotiating, availability of
supporting documentation and having the
appropriate support network of advisers and
key staff within the practice.
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Every dental practice is different – yours is special.
Zimmer Biomet Dental offers you the kind of premium
service and quality rarely found in today’s world of
dentistry. Our collaborative approach and expanded
network of sales, service and technical support
teams enable us to offer immediate assistance
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suite of advanced solutions comes from a heritage of
innovation designed to help you achieve extraordinary
outcomes. For your patients. For your practice.

Our focus is
always on you.

For more information, please contact
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