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PARTNERS

We’re often asked the best way to
SELL A BUSINESS

There are two key components at play in the sale of a
business: structuring the transaction; and, positioning the
business to the market. Both elements are important and can
significantly impact your result.

Structuring the transaction covers things such as pricing the

business, the terms and conditions attaching to the sale, key
terms in the contract, and ensuring the transaction structure is
as tax effective as possible. Much of the structuring is about
ensuring the vendors secure the most efficient and effective
outcome from the sale. It is about maximising vendor position.

Positioning the business for sale is all about ensuring that you
achieve a sale and that you maximise your price. It covers
areas such as ensuring there are no hurdles within the
business that will limit its saleability, identifying the competi-
tive position of the business within its market segment,
ensuring that operating performance is as good as it can be,
and that the business benchmarks well in its market. Position-
ing also includes identifying the best time to take the business
to the market, how to take it to the market and who the most
likely buyers will be. Positioning is about doing everything
needed to maximise the probability of a sale occurring
whereas structuring is about getting the best outcome from a
transaction once it has occurred. A lot of people make the
mistake of spending most of their energy on the structuring of
the transaction. It is important but it only becomes important
if the sale is achieved.

Discuss structuring first with your advisers to help identify any
key decisions that need to be made but put most of your effort
into positioning the business.

To do this you need to get an objective assessment of how the
business compares in its market, its competitive position, and
what if any impediments to sale exist — all the things a buyer
will look at and look for when they assess your business. Most
buyers believe that we are currently in a buyer’s market and
will try to drive down price expectations. Whether or not you
are in a buyer’s market depends on your industry segment but
regardless of this, you are in a competitive market. Buyers
may be comparing your business with similar businesses but
also opportunities in other industry segments. Securing a sale
at the best possible price is about having your business
positioned for sale. Preparation time is needed to achieve this
so talk to your advisers well in advance of putting your
business on the market.

Thinking of selling your business?
Talk to us today 9410 3044
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CHARTERED ACCOUNTANTS

It’s a new financial year and with it comes a
series of changes and challenges

What you need to know in 2011/2012

The central message for the new financial year is
‘cash is king’ and will remain so for some time to
come. While the economy is performing well,
consumers are wary about parting with their
cash. Part of the problem is that around 50% of
Australia’s growth is coming from 10% of the
economy. For the rest of the economy, petrol
prices are high, interest rates are likely to rise,
and the rate of debt default is at record highs.
Consumer sentiment shows that no one really
feels as secure as the headline economic data
indicates so discounting and long decision
making processes are likely to continue.

For business, take the cash is king message to
heart. Some very high profile and established
businesses have dissolved recently so stick to
your trading terms and watch your debtors or
you may be caught out by someone else’s
problem.
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WHAT CHANGED ON 1 JULY?
Individuals

| 2

> The dependent spouse offset phases out for taxpayers with a depend- ~ for the superannuation guarantee (SG)
ent spouse born on or after 1 July 1971 (40 years of age or less). payments of employees. The change is
> Minors will no longer be able to access the low income tax offset part of a suite of reforms designed to
(LITO) to reduce tax payable on their unearned income, such as divi- target phoenix companies but the
dends, interest, rent, royalties and other income from property. reforms, if enacted, will have a much
> The education tax offset extends to include school uniforms. broader impact.
> The Low Income Tax foset '(LITO) delivered through regular payments A phoenix company is the deliberate
of salary and wages will be increased from 50% to 70% of Lo . .
- o - ) . liquidation of a company to avoid paying
total entitlements. The remaining 30% is paid as a lump sum in the A . .
R liabilities including employee
taxpayer’s tax return.* . . N
) . . . entitlements. The business then 'rises
> Taxpayers will no longer able to claim deductions against government . .
) and continues operations through
assistance payments such as Youth Allowance.* .
another corporate entity, controlled by
; the same person or group of individuals,
Business often with a very similar name and free
> Trust beneficiaries will be able to continue using the primary produc- of the debts.
tion income averaging rules and farm management deposit provisions The legislati " d will al )
even if the business is operated through a trust and makes a loss. h € legis at]!]?n, ' :nacte » Wil also give
| 2 The GDP adjustment factor for PAYG instalment taxpayers who use the L,e ;cax ° r:ce tpzvgowe(; ;g purst,!e
GDP adjustment method will reduce from 8% (which is the rate that |rec.;)rs \g ere q afn remhaln
would apply under the current law) to 4% for the 2011/2012 income unpaid and unreported for more than
three months beyond the due date.
year. * Change has been announced but has not
> The single statutory rate of 20% applies to determine the taxable value & become I:w Y
of car fringe benefits under the statutory formula method. .
> Changes to R&D tax concessions will see a 45% refundable tax credit to W"a
companies with an aggregated turnover of less than $20 million and a
40% non-refundable offset to all others.*
> Company loss recoupment rules will be amended to make it easier for
companies to satisfy the continuity of ownership test in certain
circumstances.*
> Not for Profit (NFP) income tax concessions will only apply to profits
generated by unrelated commercial activities that are directed back to
a NFP entity to carry out its altruistic work.*
Superannuation
> The ability to claim a tax deduction for certain Total and Permanent
Disability (TPD) insurance policies through your superannuation fund
has been streamlined and can now be based on set percentages. This ° tice has a fi ial olanni
. . . . ur practice nds afinancial pilanning arm
prowdgs an aIte.rnathe to engaging ah actuary to determine the Blue Horizon Financial Services Pty Limited
deductible portion of insurance premiums. (ABN 63 132 763 967) which is a joint venture with
> Stricter compliance requirements apply to SMSF’s holding investments Robert Calkhoven, a financial planner.
in collectibles and personal use assets. Robert is a certified flnan.cml planner gnd an
. . avuthorised representative of Professional
> Minimum payment amounts for account-based pensions reduced by Investment Services Pty Ltd, AFS Licence No.

A Flood levy of 0.5% now applies to individuals with taxable income
between $50,001 and $100,000 in the 2011/2012 income year.
The levy rises to 1% once your taxable income is above $100,000.
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Directors

face greater scrutiny

Draft legislation released last month will
see Director’s become personally liable

25% for the 2011/2012 financial year.*
> Individuals who breach the concessional contributions cap by up to
$10,000 (for the first time) can request that these excess contributions
be refunded to them to avoid payment of the excess contributions
tax.*

234951. This formal professional association could
assist you with wealth creation strategies, financial
planning advice, investment advice and
strategies, superannuation advice and strategies
e.g. fransition to retirement, insurance advice
and strategies.

If you would like an appointment to speak to
Robert at either his office or ours, or even just a

chat with us to see how this relationship could
help you, then please give us a call.



