deaimakers co.uk

SPECIAL REPORT

COMPANY STRUCTURE
AND SPVS

Jonathan Jay’s
DEALCILURB



SPECIAL REPORT:

How to Structure Your Holding Company and SPVs — And Why It Matters

THIS MONTH, you will learn:
e What a holding company is, and why it’s essential
e How and when to use SPVs (Special Purpose Vehicles)

e The benefits of smart structuring for risk, tax and exit strategy
e Common mistakes and how to avoid them

If you’re buying multiple businesses, or even just planning to, then how you structure your
acquisitions matters more than you think.

The right structure can protect you from personal liability, reduce your tax bill, simplify
funding, and make your business easier to sell in the future.

The wrong structure can cost you time, money and control. Worse still, it could stop deals
from completing at all.

This month’s report gives you a clear, jargon-free explanation of how to set up your holding
company and SPVs the right way.

Let’s break it down.

What Is a Holding Company?
A holding company is a company that owns other companies.

It doesn’t usually trade, employ staff, or offer products or services directly. Its purpose is to
own and control the shares of one or more trading companies.

Think of it like a tree:

e The holding company is the trunk
e The trading companies are the branches

Each branch is separate but connected.



What Is an SPV?

A Special Purpose Vehicle (SPV) is a trading company set up for a specific deal or
acquisition.

You might also hear SPVs referred to as subsidiaries, acquisition vehicles or newcos.
Each SPV:

e Is 100% owned by the holding company

e Has its own bank account and accounts

e Operates independently from your other businesses

You can have one SPV per acquisition — and you should. We’ll explain why shortly.

Why This Structure Matters
Smart business buyers use this structure because it offers:
1. Risk protection

Each SPV is ring-fenced. If one business fails, it doesn’t take the others down with it. You
protect the group from internal contagion.

2. Financial clarity
You can see how each business performs. No blurred lines, no messy accounting.
3. Easier funding

Lenders often prefer lending to an SPV. They can take security over that business without
needing guarantees from the group.

4. Clean exit potential

If you want to sell one business, you can sell just that SPV without affecting your other
assets.

5. Tax efficiency

With proper structuring, you may be able to extract profits tax-efficiently, reinvest group
capital, or benefit from intra-group tax relief.



A Simple Structure That Works
Here’s the basic model we recommend:

Set up a Holding Company Ltd (your name, or something generic)
For each deal, create a new SPV Ltd (e.g. Nursery Acquisition Co Ltd)
The holding company owns 100% of the shares in each SPV

The SPV is the buyer in your Heads of Terms and purchase agreement
Funding, due diligence and contracts all run through the SPV
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Optional: You can create a new SPV to hold group-wide intellectual property or centralised
services (like marketing or HR) once you have multiple acquisitions in place.

What You Should Never Do
Here are the three biggest structural mistakes new buyers make:
1. Buying a business in your personal name

This exposes you to personal liability and makes funding and tax planning harder. Always
use a company.

2. Using the same SPV for multiple deals

If one business goes wrong, creditors can pursue the entire SPV. Keep each deal in its own
company.

3. Buying a business into the holding company

Your holding company should stay clean. Keep the risk and trading activity in the
subsidiaries.

How to Set This Up
Step 1: Form your holding company

Use a formation agent or accountant. Cost: £50 to £150. Appoint yourself as the director and
shareholder.



Step 2: Create your SPV for each deal

Again, use a formation agent. Give it a deal-specific name. This company will be named as
the buyer on all legal paperwork.

Step 3: Fund the SPV via the holding company

You can lend money from the holding company to the SPV if needed, or bring in external
funding directly to the SPV.

Step 4: Register for VAT and open a bank account

Do this for the SPV only. Each company keeps its own finances.

Legal Tips
e Tell your solicitor from day one that you want to use a holding company / SPV
structure
e Make sure your legal documents are correctly named (SPV as buyer, not you
personally)

e Add a clause that deferred consideration is payable to the seller by the SPV only
Also, when signing contracts, always sign as:

[YOUR NAME], Director, [COMPANY NAME] Ltd (SPV)

Tax Tips
e Ask your accountant about group relief (offsetting profits and losses between SPVs)
o Use a group structure to reinvest profits without taking them as personal income
e Ifyousell an SPV, consider using Substantial Shareholdings Exemption (SSE) to

eliminate capital gains tax

Important: Get tax advice specific to your situation. The benefits depend on your
circumstances and future plans.

What About Personal Guarantees?

Using an SPV helps limit personal exposure. But some sellers (and solicitors) will ask for a
personal guarantee for deferred consideration.

Use this script:



“Our standard structure is that the SPV acquires the business and is responsible for deferred
payments. That’s what we do on all our deals.”

If pressed:
“My lawyer won’t let me give a personal guarantee.”

If they insist, walk away or restructure. Your reputation, not a PG, is what reassures a seller.

Dealing with Seller Concerns
Sellers sometimes get nervous when they see a newly formed SPV.
Reassure them:
e “This is the standard way to structure professional acquisitions.”
e “It gives you clean accounts, protects you, and keeps everything simple.”

e “We’re not using this to avoid anything — it’s just best practice.”

Most sellers will accept it. Their solicitor may not like it, but this is your deal. Stand firm.

Future-Proofing Your Group

As you grow, your group structure can evolve:

Create a group bank account for cash management
Centralise functions like finance, HR, marketing
Introduce share schemes for staff or co-investors
Sell one SPV while keeping others

The better your structure, the more valuable and investable your group becomes.

Final Thought: Start Smart, Stay Safe

If you’re serious about buying more than one business, you need to get your structure right
from day one.

You wouldn’t build a house without planning the foundations. Think of your holding
company and SPVs as the foundations of your acquisition empire.

Build it once, build it well, and you’ll be set for the long term.



Key Points

e Use a clean holding company to own separate SPVs for each acquisition

e SPVs protect you from risk, simplify exits, and help with tax efficiency

e Never buy a business in your personal name or through the holding company

e Set up the SPV before signing any deal paperwork

e Tell your deal team how you want to structure things — and don’t let solicitors
overcomplicate it

Smart structure = safer deals, better funding, smoother exits.



