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Introduction 
 

No ordinary business – no ordinary law firm 

"An excellent team that is very professional and friendly, and really does go the extra mile for 

clients – the best for this section in the legal profession."  

Chambers UK, 2014 - Healthcare 

Veterinary businesses are highly regulated, the people, the premises, the products and medicines and the services are all 

subject to a variety of rules and regulations.  

As a leading law firm in the UK with a specialist Healthcare team, our lawyers understand the pressures and legal issues that 

owners and operators of veterinary practices face in a time of ever increasing regulation. We have a dedicated team of 

lawyers specialising in the sale and purchase of veterinary businesses led by partner Tim Jenkins.  Our lawyers have many 

years of experience in acting for owners and operators of both small and large animal practices ranging from sole 

practitioners to corporate organisations.  

In addition to our legal expertise we believe we can add further value by making life simpler for clients and helping them meet 

their objectives by putting at their disposal a complete professional team with experience and expertise in this area. 

This is our "One-Stop” service that is available for all clients wishing to use it. This optional service enables us not only to give 

specialised legal advice, but also to bring in and co-ordinate advice from specialist valuers, surveyors, accountants and 

financial advisers. 

This edition applies to England and Wales but does not extend to Scotland. 

I hope this guide will illustrate what Charles Russell Speechlys has to offer, and help buyers and sellers alike. 

 

 

Tim Jenkins, Partner  

Joint Head of Healthcare 

T: +44(0)1483 252529 

tim.jenkins@crsblaw.com 

 

March 2016 

 

 

 

 

 

 

 

This information has been prepared by Charles Russell Speechlys LLP as a general guide only and does not constitute advice on any specific matter. We recommend that you seek 

professional advice before taking action. No liability can be accepted by us for any action taken or not taken as a result of this information. Charles Russell  Speechlys LLP is not 

authorised under the Financial Services and Markets Act 2000 but we are able in certain circumstances to offer a limited range of investment services to clients because we are 

members of the Law Society. We can provide these investment services if they are an incidental part of the professional services we have been engaged to provide. 

mailto:tim.jenkins@crsblaw.com
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Ownership 

A veterinary practice may be owned by:  

 

  

                                                                                               

 

 

 

Choice of purchase vehicle 

A buyer of a veterinary practice (whether acquiring shares or assets) should consider whether they wish to purchase the 

business in their personal name(s) or as a company or LLP (particularly if the business being sold is not incorporated). 

There are likely to be tax advantages and disadvantages with each approach and this is something on which advice should 

be sought at an early stage.  Some of the advantages and disadvantages are mentioned elsewhere in this guide. 

The use of a company or LLP may simplify borrowing arrangements. 

Where a corporate vehicle is chosen there may be scope to operate separate vehicles per branch (under the ultimate control 

of one most senior company or LLP) – i.e. a form of “group” structure. That may have advantages both in terms of structuring 

for sharing equity (for example with vets employed at each branch) and possible future disposal of branches. 

 

 

 

 

 

 

Sole traders  have the sole right and responsibility for 
the management and conduct of the business - 
Partnerships  are often governed by a written 
partnership agreement 

Most commonly limited companies  but they may also 
be limited liability partnerships “LLPs”) – since most 
corporate operators tend to be companies rather than 
LLPs this guide focuses on companies 

Partners within veterinary partnerships have the 
collective right and responsibility for management 
and conduct of the business 

The company will own the practice assets and have 
legal responsibility for managing and conducting the 
business 

Sole trader/partnership practices do not have a legal 
existence which is independent of their owners 

The company is a separate legal entity with an 
existence independent of its owners 

Sole traders and partnership members are personally 
liable for all liabilities and commitments 

The owners of the company are not generally 
personally  responsible for its liabilities and 
commitments 

An individual 

(sole trader) 

An number of 

individuals 

(partnership) 

Corporate 

operator (e.g. a 

company) 
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Methods of sale 

The way in which a veterinary practice is owned will normally dictate the nature of the sale and purchase transaction. 

Generally there are two types of transaction: 

Asset Sale (business asset transfer) Equity Sale (or share sale) 

Available  to sole trader, partnership  and corporate 
operators 

Available  only for practices  operated by corporate bodies 
(eg companies) 

The seller transfers  to the buyer the practice, goodwill, 
premises and fixed assets, stock, employment contracts 
and other material trading contracts 

Ownership of the company  transfers  from seller to buyer 
but the underlying business and assets remain owned by 
the company 

There  will be a change of operator in relation to the 
business 

There will be no change of operator in relation to the 
business 

 

There are advantages and disadvantages (not just from a legal perspective but also from an accounting, tax and logistical 

perspective) associated with each of these options (for both buyers and sellers). 

VAT 

Asset Sale  Share sale 

If the practice is VAT registered then unless the buyer is 
already VAT registered, it should obtain registration before 
completion 

Share sales are generally exempt supplies for VAT 
purposes 

Transfers of assets that comprise a business or part of a 
business being sold as a going concern (“TOGC”) are 
generally  not VATable 

Buyers will however inherit the company’s VAT liabilities 
and will need to undertake due diligence as to the 
company’s tax history 

Care should be exercised where the buyer is “cherry 
picking” assets, as this may result in the acquisition of only 
a few assets of the business and the transfer may not 
qualify as a TOGC (and may therefore be subject to VAT) 

Care should however be taken with hive-ups in case VAT 
exemption is not available  on the hive-up  value of the 
business 
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Asset Sale – key factors 

Is there a choice? 

For practices operated by sole traders and partnerships an asset sale is the method of disposal. Where the practice is 

operated by a company there will be a choice and a seller will commonly prefer a share sale. 

For companies however there may be reasons why that option is not practicable. For example the company may be selling 

only one of a number of branches or the company may own other assets (for example property interests) that are not 

intended to be included in sale. In that case it may be too complex (or tax-expensive) to remove the retained assets from the 

company before the shares are sold (thus an asset sale is preferred instead). 

Third parties 

Since there will be a change of operator  in relation to the business a number of third parties will typically need to be involved  

in the sale process including :- 

 Landlord - if the surgery premises are leasehold then landlord consent to the lease transfer is likely to be required. 

 Business contracts - will need to be specifically assigned to the buyer (apart from employment contracts) which commonly 

requires the consent of the other contract party. 

 Employees – by law the seller will need to inform and, in some cases, consult with employees prior to completing a sale. 

Logistics 

Various logistical and practical considerations will apply with a change of business operator (beyond purely legal) – we can 

provide guidance on those areas and assist as needed 

Other considerations 

There may be other points for the seller and buyer to consider, including: 

 
Advantages/Disadvantages for Buyer 

 
Advantages/Disadvantages for Seller 

 
The buyer will not generally assume pre-existing liabilities of the 
business.  These remain with the seller unless specifically 
transferred to the buyer 
 

 
The seller will retain responsibility for pre-existing 
liabilities of the business 

 
The buyer may have an opportunity to select those assets and 
trading commitments they wish to acquire (but beware this does 
not apply to employees) 
 

 
If surgery premises are included in sale an Energy 
Performance Certificate must be provided by the seller 
(which can take time to organise and involve additional 
cost). 

 
A tax deduction will normally be available in respect of the cost 
of goodwill and stock.  Capital (depreciation) allowances may 
also be available in respect of the cost of equipment. These 
deductions can be valuable 
 

 
If the seller is a company there is likely to be a tax 
charge in the company on the disposal of its assets 
followed by a tax charge on the shareholders on the 
extraction of the sale proceeds   

 
Tax losses in a selling company will not be available for use by 
the buyer after the sale    
 

 
If assets are sold at a loss, for tax purposes these 
losses may be able to be used to reduce tax payable 
by the seller 
 

 
If surgery premises are included in sale Stamp Duty Land Tax is 
also payable (by the buyer) on both transfers of property and/or 
the grant of new leases 
 

 
If leasehold surgery is assigned to the buyer, the 
seller, may remain liable in the event of breach of the 
lease by the buyer, for example if the buyer does not 
pay the rent   
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Share Sale – key factors 

Assets and liabilities 

When a buyer acquires the shares in a company, the buyer also inherits all the company’s assets and liabilities (including the 

surgery premises and any other property owned by the company) save those which may have been transferred out of the 

company prior to the sale. 

A buyer will also inherit any pre-acquisition liabilities of the company which must still be paid out of the profits of the business 

post acquisition.  For this reason buyers will typically undertake a more detailed process of investigating the historic operation 

of the business (including its tax history) and seek a greater degree of protection in the legal documents governing the 

transaction. The seller is likely to be required to give detailed warranties and protection (against undisclosed liabilities) in the 

sale contract. 

No change of operator 

With transfers of shares in companies: 

 continuity of business ownership is usually preserved   thereby giving an impression of continuity to the outside world 

 there should be no need to transfer assets or contracts (as these will be vested in the company) 

 business contracts will normally  automatically transfer with the company (subject to any change of control provisions) 

 there will be no change of employer in relation to staff (thus no requirement  for formal discussions with employees pre-

completion) 

 normally third party approvals  are not required  (this may mean the transaction can be concluded more quickly than if it 

had been structured as an asset sale) 

Other considerations 

There may be other points for the seller and buyer to consider, including: 

Advantages/Disadvantages for Buyer  Advantages/Disadvantages for Seller 

The buyer cannot cherry-pick assets and liabilities, and will 
automatically acquire all the assets and the liabilities of the 
company 

Unless the seller has given personal guarantees the  debts 
and other liabilities of a company will become the 
responsibility of the new owner   

As the business assets remain owned by the company 
being acquired they will continue to retain their historic 
acquisition cost (which may give rise to taxable capital gain 
on a future asset sale by the company) 

The proceeds of sale will be received directly by the 
shareholders of the company (thus avoiding a potential 
double tax charge that may apply on an asset sale) 

Title to the surgery premises held by the company will 
normally automatically transfer with the company (without a 
need to obtain landlord approval)  

Surgery premises will remain with the company as will any 
contingent liabilities (although the buyer may require some 
warranty protection) 

Trading losses will generally be available to be carried 
forward for use after the sale against the company’s profits 
provided there is not a major change in the nature or 
conduct of the trade 

If the seller of the shares is a company then substantial 
shareholdings relief may be available (in relation to any 
capital gain made on sale) 

Stamp duty at the rate of 0.5% is payable on the full price 
for the shares (compared with a sliding scale rate of stamp 
duty land tax assessed on the value of any premises on an 
asset sale).  

An Energy performance Certificate is not generally required 
(in relation to any premises 
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Hive-ups 

What is a hive-up? 

Notwithstanding that the sale of the veterinary business operated by a company may proceed as a share sale (without a 

requirement to transfer the operation of the business to the buyer) there can be situations where a business asset transfer (in 

relation to the practice operated by the company) is made immediately following completion of the share sale transaction. 

In this situation the parties would follow the usual structure for a share sale (with the benefits that that may bring) and the 

company which is sold would then make a “back to back” asset sale (or “hive-up”) of the business and its assets to its new 

owners (the buyer). 

Why hive-up? 

A typical reason for undertaking a hive-up would be where the buyer is also a company and already operates a number of 

surgeries.  The buyer may prefer that the newly acquired practice be operated alongside its existing practices (as part of the 

buyer’s existing operating company). Otherwise the buyer faces the logistics and costs of having to run two operating 

companies. 

There can often be greater “economies of scale” for a buyer to “merge” the operations of the practices from completion (but at 

the same time for the seller to still enjoy the tax benefits of a share sale as opposed to an asset sale). 

Practical implications 

Whilst the logistics and financial/tax implications of the hive-up are for the buyer to deal with (and do not really affect the seller 

of the shares) there may be some practical points to consider including a need to: 

 inform the company’s employees (prior to the company sale completing) 

 obtain a landlord consent (if the surgery premises are leasehold) for the hive-up (pre-completion) 

These consents would not ordinarily be required on a share sale and a seller may not wish to tread that path ahead of 

completing the sale of the company. In that case the buyer may have to defer the hive-up for some weeks after completion of 

the share purchase. 

Property points 

General points 

Whether the practice operates from freehold or leasehold surgery premises and whether the business is sold by way of asset 

sale or share sale, the buyer’s solicitor will need to carry out a full investigation of the title of the seller to the premises so as to 

ensure that the property is a marketable title, free from any mortgages or restrictions. 

Points of particular importance will include that:- 

 the premises are directly accessible from the public highway 

 the premises are served  by all necessary utilities 

 any parking rights have been properly formalised 

 the premises have the necessary planning  consent (both as to use and opening hours) 

In addition a building survey is recommended (particularly if the premises are listed or aged). Some properties are affected by 

the risk of flooding.   It may be possible to obtain insurance but before buying, an independent flood risk report can be 

obtained for a modest fee.  If there is a real risk of flooding, a buyer may want to take this into account when negotiating the 

purchase price. 

If the surgery premises include occupied residential parts (e.g. a tenancy of an upper floor area), the terms of the tenancy 

should be checked (particularly if the buyer intends to take back possession at an early stage). 
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Leasehold surgeries 

Whether the transaction is an asset sale or share sale the terms of the premises lease will need to be checked (and any 

lender will want to ensure that the lease is a marketable security). 

A lease is often a long and complicated document placing numerous obligations on a tenant. 

Key Terms 

Lease Term Most buyers (and their lenders) seek a term unexpired of 
at least 10 years 

Renewability Most buyers (and their lenders) seek a lease that has 
either a statutory or (ideally) contractual right of renewal 
on expiry 

Service Charge There may be service charge costs under the leas e (if the 
premises form part of a larger building) for the 
maintenance/repair of the building and provision of 
common services 

Rent Review The lease is likely to include a provision for periodic rent 
reviews, often every three or five years.  Commonly, the 
lease says that any rent review should be upwards only.  
There are various ways the rent can be assessed. Rent 
valuations should exclude the value of tenant 
improvements 

Repair Usually it will be the tenant’s responsibility to maintain the 
premises in “good and substantial repair and condition”. If 
the premises are not in good repair there will some future 
cost to the buyer (who will have responsibility to bring the 
premises into the proper standard of repair).  

Transferability 

 

Usually a lease will prevent a tenant from transferring the 
lease without the landlord’s prior written consent.   

If the lease started before 1st January 1996 then an 
outgoing tenant will continue to be responsible under the 
lease despite the transfer.   

If the lease started after 1st January 1996 the landlord 
can, on a transfer, often require the seller to enter into a 
guarantee for the buyer’s performance of the lease   

Sharing the Premises The lease will usually prevent the tenant from sharing 
occupation of the premises with third parties (save 
perhaps members of the same group of companies) 

This should be noted in particular for mixed use buildings 
(eg residential area on first floor) and also where third 
parties (rather than employees) may be providing services 
from consultation rooms 

Alterations Usually the landlord’s consent is required before any 
alterations may be carried out to the premises.  Quite 
often a landlord will not allow any structural and external 
alterations and may impose controls on the type of 
signage which is permitted. If the buyer plans to make 
changes then it may wish to ensure that landlord consent 
is obtained as a condition of completing the purchase. 
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Further points to consider 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Freehold Premises – Asset sale Freehold Premises – Share sale 

The seller may elect to sell the freehold interest or (more 
commonly) retain the freehold and grant a new lease of the 
surgery to the buyer 

If held by shareholders (rather than the company) they 
may elect to sell the freehold interest alongside the 
shares in the company or (more commonly) retain the 
freehold and grant a new lease of the surgery to the 
company  

Leasehold Premises – Asset sale Leasehold Premises – Share sale 

Landlord’s consent to sell is likely to be needed prior to 
completion. If a sale is completed without a required consent 
this may render the lease liable to be terminated 

Provided that the surgery premises are held in the name 
of the company, there should be no requirement to obtain 
landlord consent to the sale  

 

 

 

The landlord may require the seller to guarantee the buyer’s 
performance of the lease and /or personal guarantees from 
the buyer’s directors (if a company) and/or a rent deposit (as 
security for the buyer’s covenant under the lease from 
completion of sale) 

 

Any historic personal guarantees given to the landlord  by 
shareholders/directors of the company will remain in force 
unless and until released by the landlord 

 

Care must be taken where the upstairs of the surgery 
comprises two or more residential flats because sellers 
sometimes have to offer existing tenants first refusal over the 
surgery premises, and this can hold up a sale 

In such a case the parties may still need to deal with a 
landlord during the sale process (unless the seller agrees 
to the release being sought after completion of sale) 
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Sale and Purchase Process 

Whether the sale proceeds by way of asset sale or share sale the process of sale usually involves the following steps: 

Step Consideration  

Negotiations offer and acceptance Transfer Agent & heads of terms (optional) 

Due diligence  

(legal and financial) 

Commitment deposit and exclusivity (optional) 

Exchange of contracts 

 

 

If asset sale: 

Landlord consent? 

Inform (and possibly consult) employees 

Order 3rd party consents 

 

Completion Notification to landlords and relevant third parties 

Practice Transfer Agents 

Most sellers will opt to retain a practice transfer agent to market the practice for sale in order to secure the best offer for the 

business from the buyer best able to proceed. Proof of funding for the buyer should be requested. 

Transfer agents will market the practice, sending out information packs (on a confidential basis) to prospective buyers, 

manage the process of obtaining offers and help the seller to evaluate the most appropriate offer to accept. The agents will 

then co-ordinate with the parties advisers and generally assist in bringing the transaction to a completion. 

Alternatively sellers may prefer to deal with the exercise of marketing and securing an offer themselves.   

Negotiations offer and acceptance  

At the outset a prospective seller and buyer will agree in outline a price and general terms for the sale and purchase.  The 

discussions should be “subject to contract” and these words should be added to anything set out in writing or in emails. This 

is so that neither party is legally bound before solicitors have drawn up the full documentation (after making the necessary 

checks and giving advice). Where a sale agent has been retained they will usually confirm the principal terms in a 

memorandum of sale. If the buyer is relying on financial information about a business, it is important to let his solicitor have 

copies so that the information can be warranted as correct in the sale contract. 

Commitment deposits &exclusivity 

Quite often a buyer is asked to pay a commitment deposit upon their offer being accepted by the seller. Depending on the 

bargaining position of the parties the deposit may or may not have refundability conditions (for example it will commonly be 

returnable to the buyer if the buyer subsequently finds significant concerns in the business or its financial performance or if 

the seller withdraws from the sale without fair reason).  

Buyers should ask for the deposit to be held by the sale agent or the seller’s solicitor. 

Most buyers (in particular if paying a commitment deposit) will ask for a period of exclusivity from the seller - ie a commitment 

from the seller (and company if relevant) not to: 

 Dispose of the business, or shares in the company;  

 Continue to market the business for sale; or  

 Maintain negotiations with other prospective buyers.  

In each case for an agreed period (usually at least 3 months). 
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Due Diligence and Contract Warranties 

The buyer will almost always want to undertake “due diligence” in relation to the business and its financial performance (and 

in the case of a company sale, the company’s operating and tax history).  This is usually undertaken by the buyer’s lawyers 

and accountants prior to exchange of contracts for the sale. 

In addition warranties (covering much the same ground) are usually included in the sale contract (under an asset or share 

sale). These give a buyer a right to bring claims against the seller after completion for any misrepresentation or breach of 

warranty. 

It is not unusual for a buyer to consider holding back a proportion of the price (a “retention”) to meet potential warranty claims 

or contingent costs.   

Exchange of Contracts 

The parties’ lawyers will settle the terms of the sale contract. The contract becomes binding when both parties have 

exchanged signed copies via their solicitors. The completion date is commonly the same date as exchange of contracts but 

can be set for a later date – this being a “conditional sale”. 

Conditional sales are more complex (in terms of the legal points for the contract) and when they do arise they tend to be for 

asset sales (if for example the parties wish to exchange contracts before seeking consent from a landlord).  

Upon a conditional sale, at exchange of contracts the seller will usually require that the buyer pays a substantial deposit 

(normally 10% of the purchase price) (after taking into account any initial commitment deposit already paid). 

Completion 

On completion of the sale the buyer will pay to the seller the purchase price (less any deposit and any retention). On an asset 

sale the business assets and the trading commitments of the practice transfer to the buyer, who is entitled to the income and 

profits of the business (and becomes responsible for its overhead costs) from the date of completion. 

A valuation of medicines and drug stock is usually undertaken at or shortly after completion of sale (whether an asset or 

share sale). 

Protection of Goodwill 

What is Goodwill? 

Goodwill is an intangible asset, but it is the asset which can have the highest value within a veterinary practice. Goodwill is a 

combination of the reputation of the surgery’s reputation in the marketplace, its location and its market share and any brand 

value (such as a trademark or trade name). 

Irrespective of whether the transaction is an asset or share sale, a buyer (having paid substantial value for the goodwill) will 

not wish to see the value being eroded by the seller being able to open a competing business in the locality for an agreed 

period. 

Typical protections 

Typically a seller will be restricted from owning or having an involvement in a nearby practice for a specified period (typically 

1-2 years).  

No such restrictions will apply unless included in the Sale contract.  
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Employees and locums 

 
Asset Sale 

 
Share Sale  

 
There is a change of employer and the contracts of 
employment of the practice employees (immediately before 
completion of the sale) are generally  transferred 
automatically to the buyer on completion of the sale 
 

  
As there is no change in the operator of the veterinary 
practice it follows that the contracts of employment of the 
employees of the business are not affected by the sale  
 

 
There is a legal requirement for the seller to provide certain 
key information in relation to employees to the buyer 
(normally covered by the buyer’s legal due diligence) 
 

 
There is no legal requirement for the seller to provide certain 
key information in relation to employees to the buyer (but the 
buyer will in any event require this as part of its legal due 
diligence) 
 

 
There is a legal requirement to inform (and in some cases 
consult) with the practice employees about the sale within 
a reasonable period prior to completion of sale 
 

 
There is no legal requirement to inform or consult with the 
practice employees prior to completion of sale (but most 
buyers will wish to meet with the employees prior to 
completion) 
 

 
The buyer becomes responsible for all the rights, 
obligations and liabilities of the seller under the 
employment contracts of all the employees.  The buyer 
also generally inherits each employee’s accumulated 
statutory rights 

 
The employees’ contracts of employment and statutory rights 
will generally continue to have effect after the transfer and 
the company acquired will remain responsible for all the 
rights, obligations and liabilities of the business under the 
employment contracts 
 

 

In addition, both with asset and share sales: 

 Particular care needs to be taken with self-employed workers, especially in the case of locum vets.  A buyer will need to 

ask careful questions about any vet or other worker whom the seller has treated as self-employed to assess whether they 

are likely to have employment rights or if there is a risk of a tax liability coming to light after the purchase has been 

completed.  

 From 1 October 2011, the Agency Workers Regulations 2010 have been in force, introducing new rights for workers used 

by a practice and supplied via an agency (which may include agency vets). If there are any such workers in the business 

then some further due diligence may need to be undertaken. 

 

 

 

 

 

 

 

 

 

Contact 
If you have any queries please contact 
 
Tim Jenkins 
Partner 
T: +44 (0)1483 252529 
tim.jenkins@crsblaw.com 
 
 
 
 


