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This new book shows you how your solicitor can be your best ally in setting up your 

company, boosting your profits and eventually…selling your business. 

Expert commercial solicitor Martin Reynolds, shares the insight that has been used by 

countless number of businesses to transform themselves into smart, legal enterprises, 

able to capitalise on all their assets; human, financial, intellectual and property. 

You don’t need a huge legal budget – just reading this book will already give you a head 

start. 

Martin lays out the fundamental legal mistakes most business make and tells you how to 

avoid them in simple, plain language. 

 

      

 

 

 

 

 

 

 

 

 

 

 

 

 

 

While we have made every effort to provide accurate and up to date information in this 

book, the law is constantly changing and affects each person or business in different ways. 

The information contained within this website is no substitute for specific advice and we 

will not accept liability if you rely solely on information from the book. You must speak to a 

solicitor, (preferably Martin Reynolds) if you want specific advice. 
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Introduction 

 

 

When you are running a business, buying or selling, or 
setting one up, it’s very easy to get carried away with the 
day to day.  

I know that talking to a solicitor is probably the furthest 
thing from your mind. And I don’t blame you. After all, 
solicitors probably have the worst reputation for 
overcharging of any service industry.  

This makes my job very difficult.  

 

Because I spend a lot of my time explaining how I can help business owners increase their profits, 
protect their business and sometimes even protect the family home.   

Business people often do things that seem innocuous but can cause all sorts of problems.  

For example: 

 Signing legal documents without having them reviewed by a solicitor. 

 Entering agreements without having them documented and written in such a way that you 
are protected. 

 Getting involved in a messy conflicts or protracted legal disputes that drain your time, effort 
money. 

Helping hundreds of businesses over the years has taught me one crucial thing: 

Most business owners and directors don’t consult a solicitor early enough when things go wrong. 
They don’t think about the law until it’s too late…and then they make what turns out to be an 
expensive phone call. 

That’s partly why I put this book together. It’s an early-warning guide that my clients have and now 
I want to make it available to a wider audience. 

Let’s make this clear…I am not a writer, so you will have to read this book bearing that in 
mind.  

I am simply attempting to put down some legal facts and information in a handy format, so that you 
can find legal answers to problems you might be having now…or in the future. 

With that being said, I am a commercial solicitor of several years standing. I’ve got all the legal 
qualifications, a bit of common sense and a real desire to prevent mistakes being made.  

So as well as some legal solutions, I am also documenting some reasons why consulting a 
good solicitor makes sense…before things go wrong. 

I know that my personal success and that of my firm is reliant on making the right legal choices for 
my clients and advising them in the right way. 

For that to work, I need clients that like and trust me. Without those two fundamentals it’s 
impossible to build a relationship. 
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I promise that when you read this book and think I may be the right solicitor for you, I will give you 
an honest opinion on whatever may be troubling you.  

Does that sound fair to you? Ok, let’s begin… 

 

Mistake Number 1 

Not Keeping Up With the Law 

 

Let me ask you a question.  

Do you know anything about the Control of Electromagnetic Fields at Work Regulations 2016?   

No? You’re not alone…  

And let me tell you, it’s not your fault that you’re blissfully unaware of it.  

Some laws are very obscure, some are new and some get updated or altered. But when you’re 
busy running a business, it’s very easy to miss these changes. 

Some new laws are well publicised. Like the requirement for employers to ensure that all eligible 
jobholders are enrolled in a qualifying pension scheme (“a workplace pension”) following on from 
the implementation of the Pensions Act 2008  

Because it’s a Government thing, they made sure they spent a lot of money publicising this new 
law.  

But lots of laws aren’t publicised very well. Particularly those that emanate from the European 
Union. 

Quite simply, as a solicitor, I am obliged to keep up to 
date on new laws. 

 What’s more, I have a team of people all looking at 
different laws, whether human resource law, property 
law, company and financial law and let me tell you…just 
keeping up with things is a full-time job.  

 

(It’s also why you might need to get an updated version of this book in a few months!) 

 

I also have to undergo training every year to ensure I know how to interpret the law.  

This is called “Continuing Professional Development” and it’s monitored by the Law Society, of 
which I am a member, and the Solicitors Regulation Authority. 

It’s this keeping up with things and learning how companies are affected by laws that make it 
essential every company has a qualified solicitor looking after their interests.  

Businesses often complain about “red tape” to me. And with good reason.  

With 3,600 new or changed laws being introduced since 2010 there’s an awful lot of red 
tape that needs a big pair of scissors to cut through it. 

When you don’t get help with, it can literally tie you up for most of the working day.  Sometimes the 
legal axe is the only way to hack through the jungle. 

 

 

http://www.dailymail.co.uk/news/article-2458354/3-600-new-laws-3-years-EU-strangles-UK-firms.html
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   New laws affect all these areas of your business…
 

     

     Mistake Number 2  

 

Why You Might Be Jeopardising Your Personal Wealth and Property. 

 

When you set up in business or when you are growing, there’s a lot of excitement. It’s the start of 
an adventure. It’s all about “The Places You’ll Go”.  

Why then would you want to spoil it all by thinking about such boring things as company structure 
or how to set up Articles of Association? 

How to avoid mistake number 1  

 Get a business solicitor on board before you run into problems. 

Test them out by getting them to run a quick legal audit on your 

company focussing on these areas below. 

 



6 
 

Let me tell you why. Because if things go wrong and you aren’t set up the right way, then you 
could lose your money, your car, your home and who knows what else.  

Seeing a family home sold to pay business debts incurred by someone else makes me 
extremely upset for the innocent party.  

When I think about their granddads piano being taken away by bailiffs it makes me determined to 
ensure it doesn’t happen to any of my clients. 

Are you paying attention now? Good.  

Because even if the title of this chapter sounds like something you’d hear when applying for a 
mortgage (with its rather dull small print about losing your home)…running a business can be a 
lot more terrifying than missing the monthly mortgage payment.  

Putting up your own capital and guaranteeing borrowing, is sometimes necessary in order to set 
up or grow a business. Sometimes it’s the only way to raise money.  

But it requires a huge appetite for risk and not every entrepreneur or director is happy to risk their 
family home for business success (or business failure, as is sometimes the case). 

I personally take my hat off to any business owner, entrepreneur or investor that risks their own 
money on any business adventure. You deserve every penny of profit you get for taking that risk! 

My professional life is spent advising on the right form of business for you to set up or to run your 
company.  My advice depends largely on what level of personal risk you are prepared to take on.  

And it is only to be expected that ensuring you have the right legal structure from the start is easier 
and less expensive than changing it later. 

For this book I have highlighted the four main ways of setting up and running a business from a 
legal point of view. There are other specialist ways but as 95% of businesses follow the four most 
common structures, let’s focus on them to keep this chapter as concise as possible. 

There are four choices of setting up: 

 SOLE TRADER 

 PARTNERSHIP 

 LIMITED COMPANY 

 LIMITED LIABILITY PARTNERSHIP 

(There are other ways of setting up if you are a social enterprise for the benefit of the community 

and if you want to set one of these up, please get in touch.) 

So How Do You Choose? 

There are a number of things which come into play when deciding which route to go down. Some 

of these factors are: 

 the level of personal liability you are willing to take on 

 how much administration you want to do or are capable of  

 how you want people to view your business from the outside 

Let’s take a look in more detail at these factors and how they might influence your decision. 

Factor 1 – How much risk are you prepared to take? 

Sole Trader - personally liable for the debts of the business 
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Partnership – personally liable for the debts of the business (including debts incurred by other 

partners) 

Limited company – some protection from business debts 

Limited liability partnership – some protection from business debts 

 
Factor 2 – How much administration do you want to do? 
 

 Limited Company – administration heavy 

 Limited liability partnership – administration heavy 

 Partnership – administration medium 

 Sole trader – administration light 

The administrative burden is greater for a limited company or limited liability partnership than for a 

sole trader or partnership. 

Factor 3 – Consider the tax implications of the structure of your business 
 

Partners and sole traders are generally treated by the tax authorities as being self-employed. 

When you set up a limited company you are likely to be treated as an employee of the company 

(although you may also receive dividends). 

Tax implications can vary according to your circumstances. For example, tax and National 

Insurance may be lower if you are self-employed but some high earners can get tax advantages 

by retaining profits in a limited company or contributing to a pension (although tax changes are 

gradually eroding these advantages). 

Tax reasons alone do not necessarily make a good reason for choosing a company structure but 

they should be taken in to account when deciding which business structure to use. 

 You may need your accountant or financial adviser to liaise with your solicitor in this area to get 

the best set up. 

 
Factor 4 – How do you want others to view your business? 
 
There are many reasons for wanting to be perceived as “bigger” than you actually are. You may 
want to impress potential clients and investors.  They may react more favourably to doing 
business with a limited company.  
 
Rightly, or wrongly, sole traders can be lumped into the one-man-band category (even though they 
can have more than one employee). 
 
When you form a limited company or a limited liability partnership you do have to realise that 
competitors and clients may find out more about you than you wish because your accounts must 
be filed and made publicly available at Companies House. 
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Are you stuck with the same business structure forever? 
 
Business doesn’t always go according to plan and you may want to change your business set up 
in the future. For example, if you want to raise money, you may have to change from a sole trader 
to a limited company in order to get finance. 
 
Another reason to transfer your business into a limited company may be if you are successful and 
have people who want to buy in as investors (which incidentally, may allow you to reward your 
employees with shares in the business). 

I have put a summary together of the 4 main business structures in Appendix I of this book as 
there are a lot of details of what each structure means and how you have to work within it.  
 
In terms of not making mistake number 2 here is my advice; 
 
 
 
 
 
 
 
 

 

 

Mistake Number 3 

Trusting a Handshake Only 

Wouldn’t it be nice to seal every deal with a handshake? 

The trouble with oral contracts and “my word is my bond” agreements, is that their terms, and 

even their existence, may be disputed.  

I cannot tell you how many times people make the same mistake of thinking they have an 

agreement or a “verbal contract” only to find out that they haven’t…precisely when they 

really need it. 

This is exactly what happened in one case in which an interior designer had to resort to avoidable 

time-consuming legal action in order to be paid in full for his work on the refurbishment of a luxury 

hotel. 

The designer carried out hundreds of thousands of pounds worth of work, relying on an oral 

agreement with a company higher up in the contractual chain.  

After a payment dispute arose, the company argued that no contract had ever been concluded. 

The High Court did find that a “contract existed” in this case and luckily the designer got his money 

(£147,000) and court fees and interest paid. But he didn’t get the time he wasted on the case back.  

How to avoid mistake number 2 

 Get advice from a company formation solicitor. They should have 

experience in setting up a companies, tax knowledge and 

experience of selling businesses. A brief meeting will cost you no 

more than £95. 
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Now just imagine if you’re an investor and you invest £50,000 in a high tech company, without any 

kind of formal contractual protection, expecting a stake in the company. 

That’s what happened to a businessman who put in 13 per cent of the equity in a successful 

business. 

Without a formal contract he failed to get a stake in the business and he had to ask the 

High Court to fill in his agreement and rule on damages.  

Unfortunately, the Court ruled against the investor, finding that the whole arrangement was subject 

to contract and nothing was ever finalised. 

He was lucky enough to get his money back as the Judge ruled his “investment” was, in fact, a 

loan to the company. 

These are just two recent cases that demonstrate the value of having a contract in place that has 

been drawn up by a legal expert.  

Without a contract, it’s left to the Courts to decide.  

And a further note of caution. If your contracts are old and outdated, they are almost as bad as 

having no contract at all.  

When you have long term clients it’s not unusual for business arrangements to alter over time, 

leaving them out of line with what may have been initially agreed (even if it was put down in 

writing). This can often lead to confusion which rears its ugly head at critical moments, usually 

when a relationship is about to change. 

So if you have oral contracts, no contracts or out of date contracts…the message is clear. 

 

 

 

 

 

 

 

If you manage to avoid mistake number 3 you probably won’t need chapter 4. But even the 

best contracts and well-run businesses will eventually end up in some form of commercial 

dispute. And that’s the subject of my next chapter. 

How to avoid mistake number 3 

 Get a business contract solicitor to run a quick legal audit on 

your company contracts. Focus on those that are most valuable 

in the first instance. In addition, get any oral contracts on a firm 

footing by confirming their terms in writing. 
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Mistake number 4 

Trying to handle disputes on your own  

If you are contacted by a solicitor acting for another company and they are taking you to Court 

what are your plans? 

Are you going to ignore it? Write back to the solicitor and dispute the claim? Get on the phone to 

the company and try and sort it out?  

The problem is that you really don’t know what to do unless you know what the 

consequences of your actions are going to be in a legal sense. 

For example, if you speak to the solicitor who has contacted you and try to explain things, what 

you say may be be used against you if the case goes to Court. 

I always advise clients to compromise if possible, rather than fight things out in Court.  

This is especially the case where intricate commercial relationships frequently spawn equally 

complex contractual arrangements.  

Imperfect drafting can lead to difficulties where the order of precedence of different agreements is 

unclear and their terms apparently conflict. These cases are never cheap to sort out in Court.  

Likewise a lack of precision in employment contracts, particularly when it comes to calculation of 

staff bonuses, can poison the atmosphere of any business. 

And it’s my experience that many relatively low level disputes can escalate creating costs which 

outweigh the initial sums involved.  

That’s just throwing good money after bad (although sometimes it can be wise to challenge things 

if otherwise an unfavourable precedent may be set). 

An example of throwing good money after bad was where a building services company was owed 

£300,000 by a social landlord for 12,000 small repair jobs, which the social landlord disputed.  

The High Court lamented that a relatively low value contract dispute ended up being litigated on a 

grand scale, resulting in legal costs bill which came to £600,000, more than double the sum at 

stake. 

The Court noted that the dispute was one which need never have been fought as offers of 

settlement had been made and rejected by both sides! 

My colleagues and I have dealt with dozens of different types of dispute and it might be worth 

listing some of them for you because it will make you aware of the common types of things which 

http://quickbooks.intuit.com/r/employees/4-common-legal-mistakes-small-businesses-make/
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crop up…even if you haven’t experienced them yourself yet…it might make you take some 

precautionary action… 

Here are some things which can be a pain and can be sorted out by legal action… 

o Contractual disputes, including construction, manufacturing, financial services, sale of 

goods etc. 

o Consumer credit 

o Commercial fraud 

o Professional negligence 

o Partnership and shareholder disputes 

o Landlord and Tenant lease renewals 

o Insolvency and bankruptcy 

o Possession proceedings 

o Service charges and rent arrears 

That said, taking a dispute to your solicitors does not mean it will necessarily end up being 

heard in Court.   

There will frequently be provision in commercial contracts for disputes arising to be dealt with 

by arbitration, adjudication or expert determination and these need to be appropriately explored.     

In addition there is increasing pressure on parties to attempt other avenues of dispute 

resolution before commencing Court proceedings – mediation and assisted negotiation.    

Finally, even where Court proceedings are issued, there is great pressure on the parties from 

the Courts to reach an agreed solution without the need for a full hearing and an array of 

“weapons” available to the Court to increase the chances of this happening.   

Instructing an experienced commercial solicitor in the early stages of a dispute will ensure that 

your pre-action conduct is appropriate, maximizing your changes of achieving a commercial 

resolution of the dispute and ensuring that  - if Court proceedings are required – you are not 

hamstrung by mistakes made earlier in the matter.   

The message is clear on how to deal with all commercial disputes and avoiding mistake 

number 4. 
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Mistake number 5  
 

Winging It With Your Employees 
 
 

When you are running a company, and you have employees, it inevitably means you have to do 

certain things from a legal point of view.  

There are things like Workplace Pensions, Health and Safety Requirements, Employee 

Handbooks and HR policies to cover things such as discipline, absenteeism etc. and benefits. 

There are also tax and National 

Insurance to think about too. 

When you start a company there’s 

no-one to tell you how to do all this 

the right way.  

But by getting everything in place in the correct manner, you increase your chances of avoiding a 

whole range of problems - from employee disputes and absenteeism to unmotivated workers and 

loss of intellectual property. 

When your company is ticking along nicely, you’ve got all your contracts in place and your health 

and safety is sorted…you may still run into typical “human problems” that will tax your patience 

with people to the full. 

Not everyone is created equal when it comes to work, so winging it or playing everything by ear 

isn’t going to be a good strategy. 

The more you grow, the more chances there are of flexible working requests, sick leave and 

pregnancy related issues. 

And if you want to make someone redundant, there’s Termination of Employment and possible 

disciplinary and constructive dismissal and tribunal issues. 

Employees are the ones who can make your company thrive so they are your main asset…but 

they can also take up an inordinate amount of your time if your policies and procedures are not in 

place. Worse than that, they can cost you a lot of money if you don’t follow the letter of the 

law. 

How to avoid mistake number 4 

 Get the right contracts in place that are neither too complex nor 

too vague. When you do find yourself in a dispute, get professional 

help from an expert solicitor who is trained to negotiate as well 

as being an expert in applying the law.  

 

https://www.rocketlawyer.com/article/top-3-legal-mistakes-business-owners-make.rl
https://www.rocketlawyer.com/article/top-3-legal-mistakes-business-owners-make.rl
https://www.rocketlawyer.com/article/top-3-legal-mistakes-business-owners-make.rl
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And things are always changing in employment law.  For example, Facebook wasn’t a big thing 10 
years ago, so the law has had to catch up.   

What happens when an employee criticises his employer on Facebook? 

  
Would you know what to do in this instance? 
 
Or did you know that holiday pay, which is often based on full pay, now also includes any 
regular overtime or regular commission payments in the calculations? 
 
How about monitoring staff use of work email – can you do that or not? 
 
I am lucky enough to have a team that helps me with Employment Law at Barrett and Co. Once 
again, it’s a full time job keeping up with the law in this area. 
 
You certainly cannot afford to have a lackadaisical approach because any good employment 
solicitor who acts on behalf of your employees will easily pick out any holes in your defence.  
 
(I know this because we also work on behalf of employees…so we know where the holes can 
usually be found!) 
 
My advice to prevent mistake number 5 is simple… 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Mistake Number 6 
 

Misunderstanding ownership of creative assets  
 
 

Are you flattered when another business copies your ideas, designs and systems – or does it 
really rankle? 

Most businesses invest a huge amount of money and effort in creating their own way of doing 
things. And when they are successful they naturally attract the attention of less successful 
businesses (who are often tempted to copy them). 

How to avoid mistake number 5 

 Unless you have had a thorough audit of your HR policies and 

you have a solicitor that reviews them regularly and updates 

them when new laws are introduced – then you must have this 

done as a priority. It may even be worth paying a small fee (I 

recommend £95 or thereabouts) for a second opinion on your 

existing policies.  
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You might not think that the things you sell, the ways you sell them, your systems, logos, websites 
and business name need legal protection. But let me tell you this: 

It is far easier and less expensive to protect your creative assets before anyone one else 
tries to copy you than to take them to Court and sue for damages. 

And you may not realise it but anyone who creates work for you, for example a website designer 
or creative agency, should really have signed a work for hire agreement before work begins. 
Otherwise the copyright remains with the company or individual doing the work and not with you.  

Imagine someone creates a fantastic advertisement for you that gets you lots of business. It’s 
taken a lot of experimentation to get it profitable and it becomes part of your marketing arsenal. 
And then that same advert concept is sold to another company in the same market. You’ve 
invested – they’ve bought your short cut. That’s bad news for you. 

That’s why you need written agreements that no-one can re-use, resell or compete with you 
using whatever has been created for you.  

And what about copyright laws that you may be flaunting…entirely unawares?  

Posting stories online and using photos? Got permission? Unprincipled ‘lifting’ of copyright 
material from the internet is sadly common – but it does get punished. 

In one case, a loft conversions company was ordered to pay £6,300 in damages to the owner of 
photographs it used on its website without permission. 

The threat of copying is an ever-present one for product designers but copyright laws are a 
powerful tool which can be used to protect their original thoughts.  

A designer of a novel range of bone china tableware won more than £30,000 in damages from an 
importer and retailer of Chinese-made copies. 

Selling a business can involve far more than merely transferring shares for cash. For many 
businesses intellectual property rights make up a substantial part of their value 

 
Barrett and Co work with celebrities (can’t say who!) and their intellectual property will include their 
name and their image.  
 
You have to be very careful when selling anything they own to ensure they retain as many rights 
as possible. This is so that if anything happens to the new owner, e.g. they go in to administration, 
there’s an option to buy back any intellectual property. 
 
You might also want to ringfence any intellectual property that is at risk when an employee goes 
elsewhere.  
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There are ways of preventing your hard earned secrets becoming the bedrock of someone else’s 
profit. One of these is to stipulate in employment contracts that you own all intellectual property 
rights and you may also want to have confidentiality clauses that protect you. 
 
If you have intellectual property that isn’t protected you might want to take note of how to avoid 
problems. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

Mistake Number 7 
 

Not Getting Paid 
 
 
Cashflow is the lifeblood of business, without it you’re dead.  
 
More businesses go belly up from not having enough cash than for almost any other reason. 
 
 And there’s something rather annoying about not getting paid for an honest day’s work. 
 
Assuming all your contracts state your terms of sale and payment terms and you are efficient at 
invoicing…then you might also consider other ways to get them to pay on time. 
 
You could try offering discounts for prepaying or payment within 10 days.   
 
Maybe you have late payment penalties to encourage payment on time.  
 
As a last resort, you may have factored your invoices because you can’t be dealing with it all. (If 
you have or are about to factor speak to me before you do because not all factoring contracts are 
the same!) 
 
But if you have debts that are outstanding, and you’ve made that friendly phone call, dropped that 
nice email and you’re still coming up short at the end of the month, what are you going to do? 
 
Are you going to write it off? Are you going to delay paying what you owe to your partners because 
“everyone is doing it, aren’t they?” 

How to avoid mistake number 6 

Get an Intellectual Property audit done, as well as checking your 

employment contracts. 

Intellectual property, trade secrets and company knowledge are often 

the most valuable things the company owns and yet they are the least 

protected.  If you don’t want someone to copy your success, then you 

need to protect yourself. And if you are mistakenly using other people’s 

work, you want to know before you get into hot water. 
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Or are you going to do something about it which is inexpensive, easy and has a very high success 
rate? Which is...resorting to the legal system!!!  
 
Okay, it may be the last step you think you want to take, but here’s the deal. 
 
You simply get a solicitor to send a legal letter. It is surprising just how often this works where all 
else has failed! 
 
Our Debt collection service usually begins with a letter of claim sent to the debtor, in which we 
threaten legal action if no payment is made within the next seven days. 
 
I know that many businesses worry about the costs of doing this but it’s really not that expensive.  
 
For example, I will draw up a legal letter for £60+ VAT and make sure it gets to the intended 
recipient.  
 
If for some reason the letter doesn’t do the trick, then you can decide whether to go ahead with 
any further action.  
 
But you only do this if there’s a realistic chance of actually getting your money. 
 
Most clients who use our service have already sent several reminders to the debtor before they 
consider instructing us. So why does our letter work where theirs fails? 
 
I think it comes down to people taking solicitor’s letters seriously.  
 
After all, if someone is serious enough to get their solicitor involved they are probably serious 
about collecting the debt right? 
 
It may also be that people prioritise their payments and keep as much cash in the bank as 
possible until the very last moment…and the solicitor’s letter “allows” them to pay what they owe. 
 
Our letter really appears to be much more effective than threatening insolvency or bankruptcy by 
sending a statutory demand or a debt collector round.  These generally are not a cost effective 
approach, unless you actually intend to follow through with your threats. 
 
So the upshot of this chapter is… 
 
 
 
 
 
 
 

 
 
 

 

 

 

How to avoid mistake number 7 

When you’ve exhausted your own ways of getting clients to pay 

their debts, use our £60 debt letter service to get your money in 

SEVEN days. It will “allow” your clients to take you seriously and 

get your cash flow sorted. 
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Mistake Number 8  
 

Doing anything with commercial property 
  without consulting a solicitor 

 
 
Unless you’re working from home or running a virtual office, you will have to deal with property 
issues from time to time. 
 
You don’t want to make the mistakes I see regularly being made, where break clauses haven’t 
been validly exercised, where rent still has to be paid even if you’ve vacated the property, or 
where you’ve been turfed out because you haven’t signed an agreement with the property owner! 
(All true cases). 
 
And you might not want to rely on The Code for Leasing Business Premises, which appears to 
protect you until your realise it’s a VOLUNTARY Code…(or as it might be said by Captain 
Barbossa in Pirates of the Caribbean -  “they’re more like guidelines…) 
 

 When you own commercial property, or want to buy it, you also might come up against 
planning permission issues or even mortgages and secured lending issues. 

 

 When you’re selling a commercial property you might want help to market it legally (without 
gilding the lily, which can cost you a lot if someone makes a claim against you!) 

 

 When you want to build a new commercial property (or extend or adapt existing property) 
you might want help overcoming protected bats (of the flying variety) or other environmental 
issues, such as contaminated land. 

 
There are so many ways in which a solicitor can help you with commercial property that it would 
take an entire book to detail them all. 
 
I have always found it best to trust my gut instinct on choosing clients to work with. And generally, 
I think the choice of a commercial property solicitor can be made pretty quickly, even over the 
phone. 
 
You’ll know when someone is right for you so don’t be afraid to pick up the phone and 
pose the question you want answered. 
 
It is far better to do that than to ask unqualified business colleagues what they think…because 
ultimately unless they are a practicing solicitor they probably won’t be giving legal advice (and 
won’t have professional indemnity insurance). 
 
By the way, that professional indemnity insurance thing I just dropped in is to let you know I have 
to be insured for my advice…and it costs tens of thousands of pounds. Not because I have lots of 
claims against me…but because I choose to have millions of pounds of coverage. After all, if 
things do go wrong, it’s good to know you are covered by insurance. 
 

http://www.leasingbusinesspremises.co.uk/
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Let me know if you want to see my certificate! 
 
 
 

 
 
 
 
 
 
 

Mistake Number 9  
 
 

Trying to Sell or Buy a Business Without Using a Solicitor 
 
 
Selling a business is rarely a matter of simply banking the proceeds and retiring to the beach. 
 
For example, there can sometimes be unpleasant comebacks following the sale, especially when 
you indemnify the purchaser against liabilities they may have to pay out for after the sale. 
 
Getting a solicitor on board to sell your business can ensure a smooth transaction and any 
comebacks can be minimised and in some cases, completely eradicated. 
 
Here’s a short guide to the main issues that come up when buying and selling.  
 
Structuring the deal 
 
The first one is the way of structuring the sale so that you get the best deal (especially from a tax 
point of view). 
 
The two main ways of structuring a business sale are as a Share Sale or as an Asset Sale. 
 
Without going in to too much detail here, the main thing to consider is to ensure you don’t end up 
left  with the responsibilities of things such as paying for goods or services, after you have sold the 
business.   
 
Confidentiality 
 
The second point relates to confidentiality. When someone buys your business they are going to 
be looking at a whole range of confidential material: your accounts, key contracts etc. 
 
You simply don’t want these to be made public in any way.  
 
Many business purchases fall through, and therefore you must get a binding agreement that 
prevents the buyer from disclosing any information. This is often known as a confidentiality 
agreement. 
 
 
 

How to avoid mistake number 8 

Commercial property is not something you can decide upon without 

legal help.  It’s simply too serious to do it as an amateur. A solicitor 

can help you get it right, first time saving you tens of thousands in 

the long term...often for a couple of hundred pounds. 
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Exclusivity 
 
You may find a purchaser may want to pull out or just take too long to buy.  
 
This might be a big problem for you because whilst you are negotiating with one buyer, another 
might come along and offer a higher price or better terms.  
 
So make sure that if there is an exclusivity period for negotiations, it is appropriately limited and 
that once this has expired, you are free to sell to anyone you want. 
 
 Heads of Terms Agreement 
 
Once you are looking as though you are going to sell you might get a Heads of Terms Agreement 
in place. This is where the main backbone of any deal is outlined. 
 
This is a crucial agreement because it is very hard to backtrack on this with a potential buyer.   
 
Whilst they are not usually legally binding, on occasion they can form part of a contract, so it pays 
to ensure a solicitor drafts these for you. 
 
When a buyer has signed Heads of Terms, they will then go on a detailed fact finding mission 
which is often referred to as “due diligence”. 
 
Due Diligence 
 
To attempt to do the due diligence as a buyer or seller without a solicitor on board is frankly, a 
nightmare.  
 
The reason for this is that the level of detail involved is often extraordinary.  
 
As a seller, you may be surprised by what you are asked for and you could easily provide the 
wrong information. This could lower the sale price or land you up in Court (see later).  
 
As a buyer, you may miss out on crucial information. And you also might not know what the 
impacts are of legally declared disclosures. 
 
There are hundreds of cases where comeback, (when a buyer sues a seller for non-disclosure or 
misrepresentation) causes the seller a nightmare scenario of paying out on a business he has 
already sold, as well as incurring court costs. 
 
Assignments 
 
If you are selling and the sale includes commercial property, then a solicitor will be needed to get 
the landlord to consent to the lease being assigned to the buyer.  
 
Even where the business sale is a share sale there will frequently be provision in the Lease 
entitling the landlord to end the Lease (if they so choose) where there is a change in control of the 
tenant company.   
 
Also there will almost inevitably be guarantees from the selling shareholders which need to be 
released (and new guarantees from the buyers which need to be given).   
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Purchase Agreements 
 
If you are selling the business and assets of your business (but not the shares) then you (or your 
solicitor) will usually draft the business sale agreement.  
 
If you are selling the shares in a company then the buyer (or the buyer’s solicitor) will usually draft 
the share purchase agreement.    
 
Both types of document (business sale agreement and share purchase agreement) are highly 
technical documents and will usually be the subject of negotiation with successive drafts passing 
backwards and forwards between the parties. 
 
Don’t do this without legal advice. I guarantee you will miss something! 
 
Purchase agreements also include things called “warranties” or guarantees and indemnities.  
 
Warranties and Indemnities 
 
These clauses are used to ensure that all the information given is accurate.  
 
The indemnity is particularly important.  
 
For example, when Madejski Stadium was built on a former rubbish tip in Reading you can bet that 
the football club insisted on an indemnity for further costs which might be incurred if further clean-
up requirements emerged. 
 
If you don’t have indemnities you can often find yourself forking out tens of thousands or even 
hundreds of thousands of pounds. Likewise if you are a seller, you must put a limit on the 
indemnities which you give. 
 
Disclosure 
 
A disclosure letter is a very good tool to ensure that the buyer won’t be able to take any action 
against you in relation to the issues mentioned in the letter.  
 
Again this is a highly technical process, with matters being either generally disclosed (i.e. 
disclosed against all warranties) or disclosed against specific warranties. Advice is needed for 
both buyer and seller to ensure that it is clear exactly what is being agreed.  
 
As a buyer of a business you may also want to have post-sale restrictions on the seller. 
 
Post Sale Restrictions 
 
When you buy a business you will probably pay considerably more than the figure appearing as 
the net asset value in the relevant balance sheet.   
 
This additional payment is purchased goodwill – the value to you of the existing business, its 
relationships with clients, suppliers etc.     
 
These relationships are, generally, something which will have been built up by the seller.  
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Therefore, in order to preserve the value of the goodwill which you have just paid good money for, 
it is important that the seller is not able to simply set up a new business nearby and take back all 
of the customers and suppliers (and, indeed, tempt away key employees).   
 
So what should you do? 
 
Non-Solicitation Agreement 
 
A non-solicitation agreement will be necessary if you don’t want to lose customers to the former 
owner. These have to be reasonable restrictions though, because you can’t stop someone working 
entirely. 
 
When buying a business there are undoubtedly risks.  
 
You have to know what you are getting for your money. This is especially true when buying 
companies with existing long term contracts with their clients, brands where intellectual property is 
very valuable and buying insolvent companies from an administrator. 
 
For example, with businesses becoming insolvent, there are opportunities to acquire assets from 
their administrators. However, the low prices sought for the assets are due, at least in part, to the 
additional risk to the purchaser. 
 
Here are some of the main issues to be aware of when buying property from an administrator: 
 

 Vacant possession of a property will not normally be guaranteed and the cost of clearance 
of items left in the building should be borne in mind; 

 No guarantees or warranties regarding the property will be given – undertaking proper due 
diligence to reduce risks is strongly advised; 

 There may be items that appear to be a part of the property being sold which do not in fact 
belong to the insolvent business;  

 The administrator acts only as agent for the insolvent company and will accept no liability 
for errors or omissions. 
 

 
If you are buying a franchise business (and they fail far less than starting up your own business) 
the franchisee must pay agreed charges, normally including a royalty on sales.  
 
This makes it more expensive than going it alone, so you must know what you are paying for and 
what are going to get as part of the franchise.  
 
Some things to do due diligence on include;  
 

 Training – how much training and advice will the franchisor provide? 
 Corporate image – the brand, trademarks, designs etc. have they already been protected 

and established in the marketplace? 
 Economies of scale – is it cheaper for franchisees to obtain the required supplies and 

services than for non-franchisees? 
 
It is also common for the franchise agreement to limit the range of activities that the franchisee can 
carry out, which may prevent a profitable opportunity from being exploited. 
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The agreements need to be read carefully and thought through, especially the ‘get out’ terms and 
the clauses which specify the degree of geographical or other exclusivity to which the franchisee is 
entitled. 
 
Many people mistakenly think it’s easy to go through this buying and selling process and that all I 
do is the “paperwork”.  
 
If it were that easy then I wouldn’t be doing this job and there wouldn’t be as much litigation going 
on! 
 
Selling and buying businesses is exciting. The stakes are high, but so are the rewards when you 
get it right.  
 
I would recommend you avoid mistake 9 by doing the following; 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Mistake Number 10  

 Trying To Save Money By Not Employing A Great Legal Team 

 

Here’s the bit of self-promotion you expected.  

I’m going to mention why lots of people don’t pick up the phone to a solicitor to help them before 

they get a problem.  

You see it works like this.  

Most people don’t like to buy legal expertise until they have a problem. They want the solicitor to 

sort out their legal headache. And when you have a headache, you just want something…anything 

that will take it away. 

This approach to “buying” legal services has come about because as solicitors most of us don’t 

really “sell” what we do very well.  

So when we say sorting out a problem is going to cost £1000, clients naturally wonder what it is 

their getting for their money and why it’s so expensive. 

How to avoid mistake number 9 

Take advantage of expert legal advice from a solicitor who has lots 

of experience in precisely this are of company law. Do not just use 

your family solicitor if they don’t specialise in this type of work. 

You wouldn’t go to your GP to operate on your brain, so choose the 

right solicitor for your big purchase or sale.  
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Also, lots of solicitors charge different prices for doing essentially the same thing. You see most 

solicitors are pretty good technically and some are pretty good at servicing clients too.  

But clients don’t know why one firm charges £400 an hour and another charges a fixed price for 

the job. 

And to be frank, I can’t always fathom out pricing from some firms myself. 

So this all adds up to an air of mystery when shopping for a solicitor. What do you do?  

You usually stick with your existing solicitor because it’s what you know, (even if they aren’t doing 

a good job, never mind a great job) or you ask colleagues and associates what they think about 

your legal problem. They might give you some “free” advice or point you in the direction of their 

solicitor who they say, “is really good”. 

Or you could just Google and look at some online reviews, (but be aware lots of firms, yes even 

solicitors, do have fake reviews and you’re better off looking for real testimonials). 

But the biggest problem is probably that most people don’t like to pay for prevention. 

A great solicitor will have years of experience as well as legal knowledge and will prevent 

you from getting legal problems in the first place. This is inevitably less expensive than 

sorting out problems. 

Being penny wise and pound foolish is such a common thing in business when it comes to the law 

that it keeps thousands of solicitors in work simply because of litigation.  

A great solicitor will help keep you out of Court. He’ll probably save you thousands of pounds.  

And he (or she) will try to ensure that, if you do end up in Court, by the time you get to the final 

Hearing you will have already won (or, at least, minimized the chances of an unfavorable 

outcome). 

And if he doesn’t do an excellent job for you, he’s not worried about giving you your money 

back…because he doesn’t want your money unless he’s worth it. 

Read that last sentence again.  

“A great solicitor doesn’t want your money if he’s not worth it.” 

You see, I personally believe that I can do a great job for my clients, and I have the testimonials to 

back it up. I also know that I have a whole team whose collective wisdom I can to tap into. 

So there’s nothing really stopping me from making you an offer that I doubt any other commercial 

solicitor will make. 

And it’s this. 

If you want to meet me for an hour to discuss a legal issue in your business or review a document 

then I guarantee that it will be worth your while or I will refund 100% your fee for the meeting, 

every single penny, guaranteed - no small print. 

I’ve taken the time to put this book together because I want to help you. 
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If I don’t… then I don’t deserve your money. 

In fact, if I don’t help you in a 60 minute consultation, I’ll donate twenty pounds to Macmillan 

Nurses. 

I do believe you get what you pay for in life.  

You’ll find a special guarantee page inside this book with my offer on it.  

It’s probably the only one of its kind in existence. 

Please use it. 

P.S. Thank you for sticking with me this far.  

If you would like to forward this book on to anyone please do. The more business people who get 

help with the law the better. And if you would like to make any comments about the book…good or 

bad… please email me; 

The address is Martin@BarrettandCo.co.uk 

Thank you.  

I can be reached on 0118 958 9711. 

Martin Reynolds - Barrett and Co Solicitors LLP 

 

 

mailto:Martin@BarrettandCo.co.uk
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For more information please call me, Martin Reynolds on 0118 958 9711 or email 

Martin@BarrettandCo.co.uk 
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When you come in and see me, I’ll go through a checklist with you. If you take a look at this 

diagram it will help you know what we will be speaking about. If you have any documentation that 

relates to any of these things, feel free to bring it along to our meeting. 

 

Appendix 1 

Let’s take a quick look at each of the 4 main business structures you are likely to choose 

from when setting up a new venture or for the business you are already running; 

1. Sole Trader – Keeping it simple. 

Being a sole trader is the least burdensome way of running a business. All you have to do is keep 

simple accounting records with incoming and outgoings.  

If the business passes the statutory threshold (or if you decide that it is advantageous to you) you 

may have to deal with VAT but your accounts can be closely aligned with records you need to 

keep anyway in order to prepare your annual tax return and there is no need to deal with issues 

such as profit shares – the profit is all yours.    
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It’s possible to transfer your business to a limited company at a later date and there are various 

ways of doing this in a tax efficient manner (again, speak to me) – although, again, tax changes 

are making this more and more difficult. 

When you are a sole trader you will generally be taxed on a self-employed basis on any profits 

that you make. 

Remember you are personally liable for any debts incurred by your business and  there is no 

limitation of liability so everything, including your property, may be at risk if you fail to pay your 

debts. 

The National Insurance contributions you make are lower as a sole trader but you also receive 

fewer social security benefits. 

You must register with HM Revenue & Customs within three months of starting up.  

2. Partnerships – Sharing responsibilities, Risks and Profits. 

Partnerships are set up by two or more people.  

When you are a member of a partnership you will still be personally or jointly liable for any 

business debts.  You also have to be aware that Business contracts signed by one partner can be 

binding even if the other partners haven’t consented to these contracts so you may be personally 

liable for a business debt that someone else has incurred. 

One of the things that a partnership structure allows you to do is to introduce new partners and 

raise money by new partners buying into the partnership.  

The essentials of a partnership agreement. 

You should draw up a detailed and comprehensive agreement for your partnership. Although you 

may not have to refer to it for several months, one thing is certain: when you do have to refer to it, 

for example in the case of any dispute, it will become essential. 

It is recommended that an expert commercial solicitor draws up this agreement for you. Some of 

the things that you can expect this agreement to include are; 

 names of the partners 

 the name of the business  

 what the business does 

 start date (and end date if it is not permanent) 

 how much each partner will contribute financially 

 how profit (and loss) are to be shared 

 how much money can be drawn from the business by each partner 

 clarity on how the business is run e.g. holidays, how much time each partner spends 

working on the business 
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 “what if” scenarios also need to be covered, e.g. death of one of the partners, ill health, or if 

one partner wants to reduce their hours of work or capital contribution 

 And finally, what are the arrangements for introducing new partners 

As a member of a partnership you are usually taxed as though you are self-employed and income 

tax is payable on each partner’s share of profits. 

National Insurance contributions will once again be lower than they would be as an employee of a 

limited company, but social security benefits are also lower. 

Like a sole trader you must register with HM Revenue & Customs within three months of starting 

up your partnership. 

3. Limited companies – reducing your personal financial risk 

Setting up a limited company can help you reduce the risk of personal financial loss. 

With a limited company you are usually limited to losing how much you have invested in the 

business plus any personal guarantees you may have given to secure finance. 

If things go badly and the company goes into liquidation then creditors will be paid with money 

from the sale of assets. It’s worth noting that company many debts should not affect director’s 

credit ratings negatively. 

There are some instances when personal liability can be a problem. There could be a case where 

you have given personal guarantees for company borrowings, or even worse, instances where it 

can be shown you were trading wrongfully or in breach of your duties as a director.  

From a tax point of view you have to pay corporation tax on any profits and you will be taxed on 

any salary paid. You will be paying income tax on pay and benefits through PAYE. Your National 

Insurance payments will be higher than sole trader/partnership and you have to pay employer’s as 

well as employees’ National Insurance contributions.  

The adverse tax effects can sometimes be mitigated by taking payment in the forms of dividends 

but, again, this is a loophole which is being progressively closed. 

There are several administrative steps you will also have to undertake; 

1  You have to register a limited company with Companies House before you start trading. 

2  Memorandum of Association and Articles of Association must be drawn up. These are 

 forms which outline who is forming the company, how it will be run and who will make 

 decisions, (among other things).  

3 The Memorandum and Articles have to be sent to Companies House along with form IN01. 

4  At least one company director must be nominated (and you may nominate a company 

 secretary if you wish, which can be the same person). 

There are fees for registering a company. These are currently £15 online or £40 by paper.  
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Online applications are usually registered within 24 hours. There is also an accelerated same day 

postal service which currently costs £100. 

Whilst registering your company yourself is possible, it can be complex. 

Choosing a solicitor to complete the process for you means you will get it right first time. 

If you want to go it alone, Visit http://www.gov.uk/company-registration-filing/starting-company to 

read more about forming a company and the memorandum and articles of association. 

Running a limited company – ongoing costs and obligations 

Setting up the company is one thing. But there are ongoing costs you will have to consider.  

You will have to:  

1 Submit Annual accounts and tax returns to HM Revenue and Customs. 

2  Submit accounts to Companies House. 

3   Submit an annual return to Companies House with various company details and directors’ 

 details. 

4.  Notify Companies House of notifiable changes (resignation/appointments of directors, 

 changes to share capital etc) 

5.  Keep statutory books either at the Registered Office or at another nominated location 

And there are fines for late submission of these. 

With regards to the accounts, if your turnover is less than £10.2M then they don’t now usually 

have to be audited. Even up to £36M they do not generally need a full audit, but they will require a 

report from a qualified accountant. 

One thing that you must include (except for small companies) is a “strategic report.”  This – 

effectively – covers all of the matters previously required to be addressed in the business review 

section of the directors’ report – a fair review of the company’s business and a description of the 

risks it faces.   

When you have employees you have to register as an employer with HM Revenue & Customs. 

And there are obligations such as formal HR policies, Workplace pensions etc that come into play. 

One thing worth noting is that it can also be more expensive to wind up a limited company if you 

decide to cease trading. 

4. Limited liability partnerships  

Limited Liability Partnerships are close to my heart.  

That’s what I am part of at Barrett and Co LLP (notice that LLP bit…that stands for Limited Liability 

Partnership) 

An LLP allows you to form a partnership but limits your personal liability for debts. 

http://www.gov.uk/company-registration-filing/starting-company
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It’s a flexible business organisation, it can prevent you from being responsible for other partners’ 

debts and there are a number of technical aspects which make it a good choice for many 

businesses. 

You can still raise money by introducing new members, and you can claw back withdrawals of 

capital for up to two years if the partnership is declared insolvent.  

Bear in mind that forming an LLP can be more expensive and complicated than setting up a 

partnership – however, the flexibility is often of greater importance than the extra cost involved. 

Members of an LLP are generally taxed as self-employed and Income Tax is paid on each of the 

partner’s profits, whether or not they are distributed.  

NI contributions are lower generally, but then so are social security benefits. As members are self-

employed, they must register with HM Revenue and Customs within three months of starting up. 

LLP’s must comply with a range of administrative requirements similar to those faced by 

limited companies. 

Annual accounts must be prepared and filed with Companies House to be made publicly available. 

You must also submit an annual return giving details of the LLP and its members and notify other 

notifiable changes.  

There is also a requirement to have your accounts externally audited.  

However, those with a turnover of less than £10.2 million can be exempt. If you are claiming the 

small companies audit exemption, you are not required to appoint an auditor. 

You must draw up a partnership agreement when setting up an LLP. This agreement does not 

have to be made public and is kept confidential to members. 

What about other options for setting up a business? 

Other options for social clubs, sports clubs and charities… 

There are other options for businesses such as small social clubs or sports clubs and community 

organisations where members can agree their own rules.  

These unincorporated associations are not a good idea where employees, property or complicated 

finances are involved and individuals may still be liable for personal debts.. 

Sometimes you are just as well using a limited company for a social enterprise, because you can 

include your social objectives in the company’s articles. 

Social enterprises for community benefit can register as a Community Interest Company. 

You might also want to consider forming a charity, which is exempt from many taxes and pays 

lower business rates.  

Of course you are restricted in what type of business you run, where the profits go and you have 

to register with the Charity Commission and provide annual reports.  
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For more information please call me, Martin Reynolds on 0118 958 9711 or email 

Martin@BarrettandCo.co.uk 

Barrett and Co Solicitors LLP, Salisbury House, 54 Queen's Rd, Reading, Berkshire RG1 4AZ"barrettandco" and "Barrett & Co" 

are trading names of Barrett & Co Solicitors LLP, a Limited Liability Partnership incorporated in England and Wales under registration number OC356263, with registered 

office at Salisbury House, 54 Queens Road, Reading, Berkshire RG1 4AZ. Barrett & Co Solicitors LLP is authorised and regulated by the Solicitors Regulation 

Authority www.sra.org.uk (SRA Number 549694). 
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