
Compony
pitfolls

Spot the beor trops before
you foll into them - Russell
Abrohoms discusses the
sofest woy to buy on
incorporoted proctice

An incorporated dental practice is a
limited company, as distinct from a sole

practitioner or partnership. So far, so good.

Incolporated practices are on the rise, so

if you are seeking to buy a

pdvate dental practice,

there's a good chance it
will have been

incorporated. The bad

news is that many
dental practices have

been improperly
incorporated

- perhaps by
accountants or solicitors
unaware of the complexities involved.
This can bring problems for
the buyer, as I'll outline in
this article. (Note that I'm
talking about purely pdvate
practices - incorporation of NHS or mixed
NHS/private practices is even more

complex.)

Incorporation involves the proper

transfer of the assets and liabilities of a
practice to a limited company. Assets may
include, for example, dental chairs,

equipment (such as cabinetry), portable
equipment (such as OPG), autoclaves and
stock.

One big asset that needs to be transferred
is goodwill. This can be tricky to deal with
where there is an NHS contract, but

fortunately, where the practice is exclusively
private, the transfer of goodwill to the
company is very easy to achieve.

Tronsferring ownership
Transferring ownership of assets held on
finance will not be possible without the
agreement of the finance company, and it
may be that the asset is rented to the
limited company under a separate

agreement. Note that, for different reasons

- usually involving tax liability or, in the
case of property, depending on if it is
freehold or leasehold - not all assets and

liabilities are transferred.

When it comes to buying an

incorporated practice (I'11 call it the

'company'from now on), a number of
adiustmcnts need to be made to the agreed

purchase price. These relate to the assets

and liabilities of the incorporated practice.

For example, f,100,000 in the company's
bank account would be a significant asset

while the company's tax bill is a liability.
The tax bill will not be payable until after

the sale is completed, but it needs to be

provided for, as it transfers to the buyer.

Compleiion occounls
All acquisitions of limited companies
require the preparation of a set of so-called

'completion accounts'. They form the basis

for determining the final purchase price
payable under the 'sale agreement'.

Completion accounts can take different
forms and the principles by which they are

drarvn up and who will prepare them
should be agreed between buyer and seller.

The only part of the completion
accounts we're interested in here is the
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