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Transcript
Andra:
In chapter three we look at internal buyers - from management buyouts, to Employee Ownership Trusts and selling to family 
members. Let’s start with management buyouts, also referred to as MBOs. How does this type of sale compare to others?

Susie:
A management buyout really is most suitable for a business with a really strong management team, who are really desperate to 
take the business forward and have got the skill and ability to do that. The key difference for me, for a management buyout, often, 
is that the consideration will be partly funded by the exiting seller. So they will be waiting, sometimes for a long period of time to 
get all that consideration.

Russell:
A sale to your management team might appeal positively to those looking for peace of mind when it comes to exiting your 
business. But as Susie says, you have to remember that in such a sale process, your management team are now on the other side 
of the table. Let’s move on to another type of internal sale, to an Employee Ownership Trust or EOT.

Susie:
The purpose is to sell a business to a trust that’s for the benefit of all employees. So not a small management team who will 
exit in three to five years, but the employee base. So for me, it’s a question of culture. Do you have a business that is about the 
continued benefit of all of the employees on a long term basis?

Peter:
Selling to an Employee Ownership Trust is very different, and there are special tax advantages in doing so. They also know what 
they’re doing in the sense that they are selling to people they’ve normally hired themselves, employees in the business, and 
they’re looking after those employees and giving back.

Russell:
So an Employee Ownership Trust could be an alternative way to sell your business. Where your employees could be rewarded for 
their hard work and loyalty.
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Andra:
Let’s move on to the final type of internal buyer - selling to family, which brings its own set of challenges by adding an emotional 
layer to the transaction.

Mike:
Selling to your family is very much an internal transaction. Maybe with an older generation taking some value off the table.

Peter:
Selling to your family is different and that’s mainly because of the emotion involved. The fact that family members will want to 
buy a business off of each other doesn’t remove the fact that going forwards, they normally have a relationship together, and the 
emotion, therefore, gets involved in trying to achieve the best terms, negotiating the types of contracts and the warranties which 
are required on doing a sale.

Russell:
Selling your business to an internal buyer can appear to be very rewarding with the business moving forward and the 
leaders you’ve helped develop. It may work well if price isn’t the defining factor. However, like any sale, there are challenges. 
Disagreements over price or other sale terms are still likely to arise, and this may become very heated between the parties. As this 
is between internal parties or even family, it can come as a surprise and be quite a burden. So make sure you do your preparation 
and research, understand all of your options, and consult with legal and financial experts before making an informed decision.
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Disclaimer 
This material is issued by HSBC UK Bank plc which is authorised by the Prudential Regulation Authority and regulated by the Financial 
Conduct Authority and the Prudential Regulation Authority in the UK. The information contained in this video has not been reviewed in 
the light of your individual circumstances and is for information purposes only. Furthermore, it does not and should not be constructed 
as an offer to sell any investment, instrument or service.

Risk Warning 
HSBC UK Bank plc has no responsibility for providing, legal or tax advice. As such, the information contained in the video replay does 
not constitute legal or tax advice and should not be relied upon as such. No client or other recipient should act or refrain from acting 
in a particular way based on the contents of this webinar replay without seeking specific professional advice. Any reference to tax is 
based on our understanding of current legislation or practice, which may change and is dependent on the individual circumstances of 
each client.

This is for information purposes only and it does not constitute tax advice. Opinions on the tax characteristics of some investments can 
vary even amongst legal and tax advisers. You should always seek professional tax advice when considering your investment strategy.

No part of this recording may be reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic, 
mechanical, photocopying, recording or otherwise, without the prior written permission of HSBC UK Bank plc.

For UK audiences only. Eligibility criteria applies. Copyright© HSBC2024. ALL RIGHTS RESERVED.
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