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STARTING A NEW 
BUSINESS
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ask before you begin 
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ENTITY?
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This publication is for general information and is not intended to be advice to any speci�c person. You are recommended to seek competent professional 
advice before taking or refraining from taking any action on the basis of the contents of this publication. This publication represents our understanding of 
law and HM Revenue & Customs practice as at 9 October 2025. 

COMPLEX ECONOMIC OUTLOOK
Anyone contemplating starting a new business, especially a bricks and mortar one, 
needs to factor in current and forecast economic conditions. The UK economy 
performed quite well for the �rst quarter of 2025, but growth for the second quarter 
was more muted, and forecasts for the remainder of 2025 show little improvement; 
the latest forecast is that the UK economy will grow by a fairly modest 1.2%. Despite 
the recent trade deal with the United States, imports from the UK are still subject to 
the baseline 10% tari�. This baseline tari�, along with continuing global tensions, are 
likely to dampen UK growth for the foreseeable future. 

In�ation has generally been slowly rising throughout 2025 so far, and now sits 
at 3.8% (August 2025), well above the 2% target. Forecasts for 2025 as a whole 
don�t show much improvement. Then there are the increased costs which many 
businesses are faced with since April 2025. There has been a substantial increase 
in employee costs, with the result that many existing business owners have had to 
cut sta�ng levels and put future recruitment on hold. Business rates bills have more 
than doubled for a lot of businesses because the 75% discount for retail, hospitality 
and leisure businesses has been reduced to just 40% for 2025/26. So 60% of the full 
bill is now payable, rather than 25%.

When it comes to selling a business, it doesn�t matter whether you are developing 
a business idea to quickly cash in before starting all over again (the typical serial 
entrepreneur), planning a smart career move (with the successful sale of a self-
started business looking very good on your resumØ) or are in for the long haul � 
planning your exit strategy at an early stage will ensure you don�t pay more tax than 
necessary. This might be just the time to do that planning, especially as the rate of 
CGT payable where business asset disposal relief is available is going to increase by 
4% from next April.

Introduction
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If you sell business equipment you have claimed capital 
allowances on you may have a balancing allowance, reducing 
your taxable pro�t, or you may have a balancing charge, 
increasing it.

The VAT treatment depends on whether or not a business is 
sold as a going concern:  

Going concern Not a going concern

No VAT to pay on the sale 
of the business. For this 
treatment to apply, the 
buyer must be registered 
for VAT and use the 
assets in the same kind 
of business that you are 
selling to them.

VAT will be paid on those 
assets where you have claimed 
VAT back � stock, equipment, 
�xtures and �ttings and 
possibly property.

There are no VAT consequences when a company’s shares are 
sold because the underlying business will remain unchanged 
within the company.

WHAT A BUYER WILL BE LOOKING FOR
It helps if you know what a buyer is looking for and why they 
acquire businesses. 

Buying a business has several advantages over setting up a 
business from scratch. A market for your product or service 
will already have been demonstrated, there will be established 
customers, and your employees will already have experience. 
It may therefore be easier to obtain �nance for a business with 
a proven track record, as many of the problems encountered 
with a start-up will already have been discovered and solved.
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Whether you decide to accept securities will depend on your 
bargaining position (i.e. how desperate are you to sell) and 
whether the sale price is higher than that for a cash sale. 
You might receive securities on the sale of a business run 
as a sole tradership or partnership. This does not, in itself, 
defer your CGT liability, but you could obtain CGT deferral by 
incorporating your business before it�s sold. 

Capital gains tax planning
It is important to take professional advice either at or before 
the start of the sale negotiations. This may let you make a deal 
that reduces the amount of gains liable to tax. 

You can make use of your husband�s/wife�s or civil partner�s 
annual CGT exempt amount by transferring assets to them 
before the sale (although the tax advantage of doing so is now 
quite small given that the exempt amount has been reduced to 
£3,000). If the disposal (or some aspect of it) does not qualify 
for business asset disposal relief, you can also make use of 
your husband�s/wife�s or civil partner�s basic rate income tax 
band so that gains are taxed at 18% rather than 24%.

Reinvesting your gains in shares that qualify under the 
enterprise investment scheme (EIS) will defer your gain 
until the EIS shares are sold, while reinvesting in shares that 
qualify under the seed enterprise investment scheme (SEIS) 
will exempt a proportion of the gain. However, both types of 
investment are relatively high-risk.

Other tax implications
Selling your sole tradership could a�ect your income tax 
position for the year of disposal since your income might be 
lower due to not having a full year�s pro�ts.
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