
1 Entrepreneurs’ relief 
As a shareholder this is a key relief when selling your 

trading company which reduces the rate of capital gains tax 

payable from 20% to 10% for the first £10 million of gains. 

There are key conditions which must be met for the 12 

months up to sale and the intricacies of the tax legislation 

can mean it’s too easy to fall foul of these conditions. We 

advise that at least 12 months prior to an intended sale 

of your business the Entrepreneurs’ relief conditions are 

reviewed for your business. 

2 The business structure 
The current structure of your business may suit your 

trading needs but on sale you may wish to retain your 

trading premises or a particular division. You should 

consider the business and assets you wish to sell and 

ensure your corporate structure is suitable. Trade and 

assets can be moved within a group or can be demerged 

tax neutrally, therefore this should be considered in the 

medium term before exit.

3 Key management 
The success of a business is its people. To ensure 

that management and key employees are motivated 

and promoting the business it is vital to retain these 

people for the future. There are tax approved share 

option schemes which would allow employees to have 

an investment in business and a share of the proceeds 

at exit. For full tax efficiency we would recommend 

implementing any share scheme at least 12 months  

prior to exit. 

4 Form of consideration 
Depending on the type of exit strategy that you have it 

could be that you will not realise all of your investment in 

cash. Commonly a mixture of cash and loan notes make up 

the consideration or perhaps a small shareholding. The tax 

treatment of these varying forms of consideration is complex 

and should be properly considered before any Heads of 

Terms are signed.

5 Inheritance tax 
Holding shares in a trading company will likely qualify for 

100% business property relief for inheritance tax purposes. 

Following an exit you are likely to be holding cash and/or loan 

notes which are not eligible for relief and if held on death will 

be subject to inheritance tax at 40%. It is advisable to obtain 

some estate planning advice both before and after any sale, 

thereby making your ultimate exit as efficient as possible! 

We can advise on the structure and key points to consider for 

a tax efficient exit but more often than not the decision is an 

emotional one for the owner. As owner, perhaps the founder, 

you have grown the business to the success that it is today 

and you may have given many years to the business that 

forms an intrinsic part of your daily life. The best exit route 

may be that which maximises the benefit to your long serving 

staff, as opposed to the amount of cash in your pocket. 

Plan your potential exit strategy now.

For further information on tax efficient exit planning  

please contact Sam Jones, Corporate Tax manager at 

Kreston Reeves, at sam.jones@krestonreeves.com  

or on +44 (0)330 124 1399.

5 key points for a tax efficient exit

Thought 
Leadership 

The selling of a business is probably the biggest transaction a shareholder or owner will 
undertake during their lifetime. Planning how to exit is important to ensure that there are 
no nasty surprises. 

Kreston Reeves advises dynamic organisations, private individuals and families on their business, 
tax and wealth needs. We help them make confident decisions about the future. We have 
offices in London, Kent and Sussex and employ over 550 people including 49 partners.
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Sam Jones from Kreston Reeves shares the key areas that should be 
considered for tax purposes:


