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Guiding your practice to lifelong prosperity

Retiring from your practice
Making the decision to retire from your practice is one that will not
be taken lightly.  This could be through an internal sale or an external
sale to a third party.  In an earlier release, we looked at the
considerations including the financial position of a veterinary practice
owner who is planning to retire.

Having decided that the time is right for you to retire, it is important
that you understand and plan ahead for the process of selling your
practice.

Summary Steps
To ensure that your retirement goes as
smoothly as possible, it pays to be well
prepared for what lies ahead.  Chart 1 sets
out an overview of a typical external sales
process.

This article focuses on an external sale to a
third party.  If you are considering selling your
veterinary practice as part of an internal
succession, for example to an existing
employee, some of the areas considered will
still be relevant although you should seek
guidance from your advisors.

Phase 1
Deciding what to sell may sound obvious,
although it will certainly depend on the
structure of the practice, e.g. partnership,
limited company.

If you are trading as a company you will
almost certainly sell the entire company (the
shares).  However, if you trade as a sole
trader or partnership then the acquirer will
generally buy the goodwill, fixed assets
(excluding property) and stock.  This leaves
you with the cash and debtors to collect and
all the liabilities to settle.  You should take
advice to ensure the proceeds (after tax) are
what you are expecting.

Phase 2
Having established that the level of proceeds
is sufficient for you to retire, the next step is
to identify potential acquirers.

A sales memorandum document is normally
prepared by your advisor which is provided
to potential acquirers to give them an insight
into your practice to enable them to
consider whether they would like to make
an approach/offer to purchase your practice.

A sales memorandum would typically include
the following details (this is not intended to
be an exhaustive list):

� A brief history about the practice

� How you wish potential acquirers to make
their offers and by when

� Summary of the financial performance,
adjusted for personal/one-off costs and
imputed practice property rent and
owner salaries

� Facilities and equipment

� Leases

� Staffing (on a no names basis)

� Pricing
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It may be that interested parties will also wish
to visit your practice to see it first hand.  It can
work well to do this out of hours to minimise
disruption.

Phase 3
Having received offers, you will need to short
list them before deciding with whom to
proceed to the next stage.  The preferred
buyer is then selected. 

It is sensible to take into account not just the
level of offers, but also other matters including:

� your views on how the new owner would
“fit” with the practice;

� the level of rent that you will receive if you
own the properties from which the practice
trades following the sale;

� your salary and other employment terms if
you will continue to work at the practice
following the sale.

Having selected a potential acquirer, heads of
agreement/terms are usually drafted by
(normally the seller’s) advisors for review by all
parties. 

The heads of agreement is a document that
sets out the main agreed terms between the
buyer and seller, helping to ensure clarity of
understanding before time and money is spent
on advancing the sales process further.  The
level of detail will depend on the size and
structure of the deal.  

Phase 4
A period of exclusivity will be granted to the
proposed buyer by you as seller (the length of
this can vary).  During this exclusivity period,
the buyer will wish to undertake due diligence
into the practice in the knowledge that the
practice should not be offered for sale to
another party.

Due diligence is a buyer’s investigation,
frequently supported by their advisors, into the
practice.  It can cover any aspect including
financial, tax, employment, legal and commercial
matters.  If you are selling the shares in a
company, the due diligence process is normally
more involved than if you are selling an
unincorporated practice, as with a company

sale, the buyer will be taking over “ownership”
of the company’s history and all assets and
liabilities.

Due diligence can be a time consuming process
for you as seller and it therefore pays to be
prepared and get your practice records in good
order early to make responding to the due
diligence requests as easy as possible and to
avoid any unwanted surprises.

Phase 5
Following the successful completion of financial
due diligence, legal documentation will be
drafted in anticipation of the sale taking place
on a proposed date.  

However the sale is being structured, there
should be a sale and purchase agreement
prepared setting out the terms on which the
sale will take place, including the price to be
paid and when due.  The buyer’s advisors will
typically draft this, for review by you and your
advisors.  

A sale and purchase agreement will also
typically include (this list is not intended to be
exhaustive):

- Warranties and indemnities.  Warranties are
factual statements regarding the state of the
seller’s business affairs at/pre completion.
Indemnities are promises to reimburse the
buyer in respect of a particular type of liability
should it arise, for example, an unexpected tax
liability coming to light after the sale but which
relates to before the date of the sale.  It is
particularly important that warranties and
indemnities are considered carefully.

- The terms under which completion accounts
will be prepared (where a company sale), e.g.
accounting policies and timeframe.

- Obligations of the buyer and seller at the
time of completion.

- Restrictive covenants, e.g. a clause stating that
the sellers must not practice or setup another
veterinary practice within a particular distance
from the practice being sold for a given
number of years.

Engaging your advisors is key to ensure that
you understand these matters and that you are
protected following the sale.

Summary
Plan ahead to ensure that you understand what
to expect during the retirement process and
therefore have time to ensure you maximise
the price you obtain, both in the run up to your
retirement and during negotiations.  At
Hazlewoods, we advise on the whole process
from the initial plan to retire, maximising the
price, through to when the sale takes place and
support once the sale has occurred.


