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Introduction: Why Buy a Practice?
Acquiring an existing financial advisory practice is a powerful strategy to accelerate your firm's growth,
expand your market reach, and enhance your ability to serve clients. It allows you to build on an
established foundation rather than starting from scratch. While the acquisition process is complex,
involving careful analysis and negotiation, it can be navigated successfully with a clear roadmap. This
guide provides that roadmap, breaking down the journey into distinct, manageable phases.

Phase One: Laying the Groundwork for Success

Preparing for Your Search
The most critical phase of an acquisition happens before you ever speak to a seller. Establishing clarity
about your goals, finances, and process at this stage prevents costly mistakes and ensures you pursue
opportunities that truly align with your vision.

Define Your Goal (Strategic Intent):

Before you begin your search, you must know why you are buying. Are you trying to achieve rapid
growth, gain efficiencies of scale, expand into a new market, or create a succession plan for another
advisor? A clear goal acts as your compass throughout the entire process.

Check Your Finances (Financial Readiness):

An acquisition is a significant financial commitment. You must assess your available cash (liquidity)
and your ability to secure financing (lending capacity). Understanding your financial position is
essential for knowing what size and type of practice you can realistically afford

Confirm Your Entity Structure: 

Your firm’s legal structure (e.g., LLC, S-Corp) has important tax and ownership implications that
directly affect an acquisition. Review your entity setup with your professional team to ensure it
aligns with your objectives before you make an offer.



Method Description Pros Cons Typical Range

EBITDA
Multiple

Based on normalized earnings
before interest, taxes,
depreciation & amortization.

Reflects
profitability
and efficiency.

Requires
normalization of
owner compensation.

5× – 6×

Recurring
Revenue
Multiple

Applies multiple to AUM-based
or retainer revenue.

Simple and
widely
understood.

Ignores expenses and
client age profile.

2.5× – 3.5×

Discounted
Cash Flow
(DCF)

Projects and discounts future
cash flows to present value.

Captures
growth
potential.

Time-intensive;
assumption driven.

Varies by inputs

Build Your Team (Professional Support):

You cannot navigate an acquisition alone. A common mistake is trying to save money by using a
generalist attorney; a specialist in M&A for financial practices is non-negotiable. Your core team
should include:

Attorney: Drafts and reviews all legal documents, including the Letter of Intent (LOI), the final
purchase agreement, and any employment or consulting agreements.

CPA: Provides expert advice on tax structuring, purchase price allocation, and overall entity
optimization to ensure financial efficiency.

Valuation Consultant:  Helps determine a fair market price for the practice and provides
critical support during the due diligence process.

Create a Checklist (Due-Diligence Framework):

To evaluate every opportunity consistently and fairly, you need a structured process. Creating a
repeatable checklist for reviewing the financial, legal, compliance, and operational aspects of a
target practice ensures you don't miss any critical details.

Finding the Right Fit
With your preparatory work complete, you can begin identifying and screening potential acquisition
targets. Practices can be found through industry networks, referrals from custodians, or dedicated
online marketplaces like LegacyChoice™. As you engage with sellers, confidentiality is paramount. You
will be required to sign a Non-Disclosure Agreement (NDA), a legal contract that protects the seller's
sensitive business information and builds the trust necessary for a transparent negotiation. With your
preparations complete and a promising target identified, you're ready to tackle the most analytical part
of the journey: determining what the practice is truly worth and how to structure a winning deal.

Phase Two: Valuing the Business and Making the Deal

How Much Is a Practice Worth?
Determining a fair price for a financial advisory practice is both an art and a science. There is no single
"right" number; instead, value is typically determined by using several different methods, each of which
provides a unique perspective on the business's worth.

Common Valuation Approaches



Structuring the Purchase
How you buy the practice—the "deal structure"—has significant financial and legal consequences for
you as the buyer. The two most common structures offer different advantages.

Asset Purchase
 As a buyer, you should almost always pursue an Asset Purchase. You purchase specific assets of the business
(like the client list and goodwill) but not the legal entity itself. This structure allows you to gain a "basis step-up"
(meaning you can depreciate or amortize the assets from their new, higher value, creating future tax savings)
and crucially limits your exposure to the seller's past, unknown liabilities. The tax advantages and liability
protection are too significant to ignore.

Stock Purchase
 In this structure, you buy the seller's ownership shares and take over the entire legal entity. While this can
offer easier continuity of contracts and operations, it also means you inherit all the company's liabilities,
including any hidden tax exposures.

Structuring the Purchase
How you buy the practice—the "deal structure"—has significant financial and legal consequences for
you as the buyer. The two most common structures offer different advantages.

Financial & Tax Review:
This involves a thorough analysis
of the practice's revenue
streams and profitability. You
will examine at least three years
of the seller's tax returns to
verify reported income and
confirm payroll/1099
compliance.

Legal & Compliance Review:
Here, you inspect all official
company documents, client
agreements, and the firm's
regulatory filings (like the Form
ADV). This review is designed to
uncover any past disciplinary
records or legal risks.

Operational Review:
This review confirms that the
business can continue to
operate smoothly after the sale.
Key steps include inspecting
vendor contracts and confirming
the assignability of essential
client agreements.

Finalizing the Agreement
This is the stage where all conversations, negotiations, and due diligence findings are translated into a
formal, legally binding contract. Several key documents are created to govern the sale and the
transition.

The Purchase Agreement: This is the master document for the entire transaction. It defines
the price, terms, and legal representations and warranties from both the buyer and the seller.

Consulting or Transition Agreements: This document outlines how the seller will assist you
after the sale. It specifies their role, duration of involvement, and compensation to ensure a
smooth handover of client relationships.

Non-Compete / Non-Solicit Agreements: These agreements are critical for protecting the
business you just bought. They legally prevent the seller from opening a competing practice
or soliciting your newly acquired clients for a specified period.

Tax Strategy Agreements: This is where formal decisions are made about tax elections that
can significantly impact the financial outcome. Your CPA will help you evaluate strategies like
installment sales (§453) or §338(h)(10) elections to optimize basis and timing.

With a fully negotiated purchase agreement in hand, the finish line is in sight. Your focus
now shifts from deal-making to the critical, final steps of legal closing and operational

integration.



Phase Three: Closing the Deal and Starting Your New Chapter

The Finish Line: Closing the Transaction
Closing is the formal event where the ownership of the practice is legally transferred from the seller to
you. It involves executing the final documents and completing a series of administrative and regulatory
actions

The key activities at closing typically follow this sequence:

1.  Sign all final purchase documents and wire the funds to the seller.
2.  File necessary regulatory updates, such as amendments to your Form ADV and any required U4/U5

forms.
3.  Submit required tax forms, such as IRS Form 8594, which formally reports the asset allocation agreed

upon in an Asset Purchase.
4.  Update official business records, entity filings, and bank account authorizations to reflect the new

ownership.

Bringing It All Together: Post-Acquisition Integration
The deal is not truly complete once the papers are signed. Don't underestimate the time and effort
required for integration. This is where the true ROI of your acquisition is won or lost. A thoughtful
integration plan focuses on three pillars.

Client Transition: The top priority is retaining the clients you just acquired. This requires clear,
joint communication from both you and the seller to explain the transition and build trust.

Operational Integration: To gain efficiency, you must merge the seller's technology and
processes with your own. This includes consolidating systems like Customer Relationship
Management (CRM) software, billing platforms, and portfolio management tools.

Compliance & Accounting: It is essential to update your firm's compliance procedures to
incorporate the new business. On the accounting side, you must correctly book the new assets
and goodwill—the intangible value of the practice, like its reputation and client relationships—on
your balance sheet. This includes booking any earn-out accruals and setting debt service
reminders.

Learning and Optimizing
The final step in any successful acquisition is to look back and measure the results. After the integration
is complete, you should review the performance of the acquired practice against the original goals you
set in the preparation phase. By comparing metrics like client retention and revenue to your initial
projections, you can measure your return on investment and, just as importantly, capture valuable
lessons that will make your next acquisition even more successful.

Conclusion: The Art and Science of Growth

Acquiring a financial advisory practice is both an art and a science. It requires the scientific rigor of
financial analysis, due diligence, and legal structuring, combined with the art of negotiation and
relationship management. When approached with discipline, clarity, and the support of trusted
professional guidance, an acquisition can be a truly transformative strategy—expanding your scale,
deepening client relationships, and building a lasting legacy.


