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Introduction
There are many ways to grow your practice. One of the 
fastest ways to grow, however, is by acquiring another 
established book of business. Whether it’s your first time 
buying another business or your third, there are always 
many opportunities to make the process better and avoid 
costly mistakes. 

This guide provides an outline of the entire process, from 
locating a book of business to purchase, all the way through 
to transitioning clients over to your company. In each 
section, we highlight key considerations and present you 
with a variety of options so you can cultivate a path that 
makes the most sense for you and your unique situation. 
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Matchmaking Services aka Brokers1

2

As a growth minded entrepreneur, you are always on the hunt for ways to build your financial 
services business. One of the fastest ways to expand is by purchasing an existing book of 
business. However, you may not know where to look for potential sellers, especially If it’s your 
first time purchasing a book of business. Although there are many options, below we focus on a  
few of the most common sources available to help you find a book of business to buy and grow 
your practice quickly. 

In every industry, there are business brokers/acquisition advisors, commonly referred to as matchmakers, 
who specialize in connecting buyers and sellers. Matchmakers are paid a percentage of the purchase price 
of the business for their services and can represent either a buyer or a seller. Many matchmakers focus on 
one or a few key industries, so it’s best to find one that specializes in financial advising businesses. This 
way they will understand the legal considerations as well as the nuances that are specific to your industry. 

Professional Networking

Many financial advising firms are members of professional organizations such as the Financial Planners 
Association (FPA). Professional organizations are always excellent ways to connect to key people and 
information in your industry, including potential sellers. Often these groups are close knit and people 
quickly learn who is in the market. Focus on key influencers, volunteers, and leaders who are active in the 
organization and let them know that you are interested in locating a book of business to purchase. 

Locating a Book of Business to Buy
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3

4

1. Tap in to service providers and experts serving you and your peers 

2. Reach out to your existing network 

3. Leverage in house connections and leadership in your organization 

Investment Products Wholesalers

Although not an obvious choice, wholesalers keep a watchful eye on the industry and their clients. They 
stay heavily connected and are willing to share information with current and potential customers. Focus 
on investment products you currently use or would like to add to your portfolio to ensure you get matched 
with a book of business that matches your investment approach and mix. We will discuss more about what 
to look for in a prospective book of business later in this guide. 

Managers in Your Umbrella Organization

When looking for a book of business, it’s always easiest to keep it in the family. Other businesses within 
your umbrella organization will possess the same systems and processes, which makes the acquisition and 
transition process so much easier. Also, your internal network is your strongest and the managers in your 
organization are often the first to know who is buying and who is selling and often share that information 
with each other and their interested team members. 

Bottom line, if you are looking for a book of business to buy, let people know. It’s a connected world, 
especially in the financial advising community. Reach out to your network both internally and across 
the industry and align yourself with your colleagues and service providers who are most involved in the 
organization and the industry.  It’s likely you will find yourself presented with multiple books of business. 
Then the issue becomes not how to find a book of business to buy, but which one. It’s easy to focus on the 
cheapest, or the one that appears to have the highest return, but there are many other factors that are not 
only important, but which can have a long-term impact on the success and growth of your practice.
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Deeper Dive 
Leveraging a Business Broker/Acquisition Advisor

Commonly referred to as “matchmakers” in the field, an Acquisition Consultant 
actively creates a platform to connect sellers with interested buyers. Typically, the 
consultant works on behalf of the seller, and provides a number of services that 
help guide the seller through the entire transaction, from soliciting and vetting 
buyers, to facilitating the transition. 

According to Anthony Whitbeck, CFP, CLU and CEO of Key Management Group, “It’s a very high-touch 
service. We do all the heavy lifting and ensure that we bring only serious buyers to the table.” To ensure 
that they only bring ready and committed buyers to the seller, Whitbeck and his team curate a pool of 
roughly 1,300 buyers, which they evaluate through a rigorous process that determines operational and 
cultural fit along with their commitment to purchase. 

“We submit a notice to our network that a practice is available for sell,” Whitbeck explains. “They are 
provided everything they need to evaluate the business and submit an initial bid. This eliminates the 
tire kickers and gives us a serious pool of candidates to draw from.” Whitbeck goes on to say that they 
evaluate all interested buyers and work with the seller to identify a dozen or so for an initial phone 
interview. From there they narrow it down to one or two for a final, in-person interview with the seller. 
“We facilitate everything, including asking questions, handling negotiations, and preparing all legal 
documents.” 

“It’s a very high-touch service. We do all the heavy lifting and ensure 
that we bring only serious buyers to the table.” 

Anthony Whitbeck, CFP, CLU and CEO of Key Management Group

Not all “matchmaking” services are created equal, however. Often, they are nothing more than the 
equivalent of a bulletin board and lack the key support services that inform and guide both parties, 
particularly the seller, through the process. “Often this is the first time the seller is selling a business,” 
says Whitbeck. “They don’t have the knowledge or time needed to ensure a good outcome. That’s why 
we choose to represent the seller in the transaction.” Typically, the consultant represents the seller in 
exchange for a percentage of the selling price, usually 2-6%.  
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• Acquisitions Experts largely 
represent the seller

• They are compensated based 
on a percentage of the selling 
price, so they are incentivized 
to secure a high sales price

• They have a network of vetted 
experts to draw from with 
experience in the industry

• They have an established 
network of ready buyers and 
match based on a number of 
criteria for best “fit”

As an informed and experienced advisor, they can act on behalf of 
one or both parties to navigate all of the ins and outs of the process. 
In this situation the consultant typically works for a flat fee and helps 
to draw up all legal documents, facilitate negotiations, secure a 
sound valuation of the business, locate financing for the buyer, and 
assist the parties through the transition. “We call this turnkey deal 
making.” Says Whitbeck, who goes on to say that often neither party 
knows how to value the business, structure the deal, or handle the 
process. Occasionally they will have an experienced buyer, but the 
seller is usually a novice and needs help from a trusted advisor to 
competently complete the transaction. 

There is tremendous value to both the buyer and seller in working 
with an acquisition consultant. Firstly, the consultant will either 
develop or bring in a creditable third party to develop a sound and 
valid valuation for the business. Not only does this valuation ensure 
that the price represented is truly what the business is worth, it is 
critical for securing financing. Also, not only does the consultant 
help draw up all legal documents, they also assist with the transition 
from beginning to end. This ensures that the seller does what is 
needed to hand off the business, without delaying their exit any 
longer than necessary. 

When evaluating acquisition firms, look at the suite of services 
offered as well as their experience, accreditations, and track record 
matching sellers and buyers. As mentioned earlier, some firms only 
offer message board type services, so make sure they have all of the 
support services you need to guide you through every step of the 
transaction. Having an experienced third party manage the process 
ensures a good outcome for all, particularly the novice seller. Not 
only does the acquisition consultant keep things above board, they 
have access to key resources, such as financing from institutions like 
ours, that are critical for closing the deal. 

Even in instances where a buyer and a seller 
have already found each other, an acquisition 
consultant can still help. 

Deeper Dive
key Takeaways
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Evaluating a Business for Fit
When faced with an opportunity to grow your firm by purchasing an existing book 
of business, it’s easy to get caught up in the excitement and plow forward with the 
transaction. 

And while the right book of business can catapult your business growth, the wrong book of business 
can bring years of headaches and problems. That’s why it’s important to know what to look for when 
purchasing a book of business and to carefully evaluate potential purchase before you sign your name on 
the dotted line. 

01. Organizational Fit

The first thing to consider is organizational 
fit. When purchasing a book of business, it’s 
always best if you can purchase within your 
own organizational family, be it Ameriprise, 
Northwestern Mutual, Raymond James, or another 
group. The benefits of “keeping it in the family” is 
that the book of business is already established on 
the same systems and processes as your own. This 
makes transitioning so much easier and faster. 

02. Investment Style

When evaluating the composition of the book, look 
carefully at the financial product mix and investment 
approach that is used. Is it in line with your current 
book of business, or does it take an approach that is 
contrary or outside your current scope? Sometimes it 
can be good to expand outside of your scope in a way 
that is relevant and adds value to your current mix, but 
a style that is too different from your own approach can 
lead you into foreign, challenging, and even financially 
dangerous territory. 

03. Client Focus

Another thing to consider is the clientele the book of 
business serves. Many advisors build their business by 
focusing on a key niche such as teachers, airline pilots, 
women entrepreneurs, etc. A book with a client base that 
you already serve not only makes it easy to engage with 

and serve those clients, it helps to further strengthen 
your own market position. In addition to serving the 
same client base, adjacent target markets are also a 
good fit. For example, if you currently serve female 
entrepreneurs, female executives are also a related 
market with similar needs and composition. An adjacent 
focus helps to broaden your niche without becoming too 
broad or general, while maintaining the strength of your 
differentiation.  

04. Culture

Often when purchasing a book of business, not only is it 
wise to bring on a client base that matches yours, it’s also 
a good idea to retain at a minimum the key client facing 
staff who have long term relationships with those clients. 
As a result, it’s important to ensure that the culture and 
values the staff is used to is in line with how you operate 
your business. This helps to ease transitions on the people 
side of things and to help secure the buy-in and support 
of the new team members.  

So, when weighing different prospects look beyond 
the financial case and explore the structure, style, client 
focus, and culture of the organization. Due diligence in 
the area of fit ensures a smoother transition for everyone 
and strengthens the financial success of the acquisition 
by eliminating the hazards that cause clients to leave 
during a change such as this. It also better helps you meet 
your goal of a stronger market position by focusing on 
clients and products that best align with your firm’s core 
strengths and goals.
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The right book of business can catapult your business growth. 

The wrong book of business can bring years of headaches.
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Revenue

According to Anthony Whitbeck, CFP, CLU and CEO of Key Management Group, 
revenue, particularly recurring revenue, is “the number one variable that drives value.” 
He explains, transactional revenue is considered, but the bulk of the value is derived 
from recurring revenue that is predictable and consistent. In fact, recurring revenue is 
weighted 3 times higher than transactional revenue. 

Profitability

Profitability looks at the overall efficiency of a firm. Specifically, expenses in relation 
to revenue and the resulting profit margin. According to Whitbeck, larger firms tend 
to have high operating expenses, and thus lower margins. In terms of valuing a 
business, profitability is referred to as “enterprise value” and is considered in the overall 
calculation of value. High operating costs are not necessarily a term of purchase and 
may not be included in the assets and liabilities assumed by the buyer. 

Valuing the Business
Once you have settled on a book of business to buy, one that truly fits in with your 
organization, the next step is to secure a formal valuation that will serve as the 
basis of negotiation and for securing financing. Before we explain the valuation 
process, first let us discuss what factors influence value, and ultimately, the 
purchase price. 

What Influences Value
The value of a financial advisor practice is derived from a number of key factors. Each factor has the 
ability to raise or lower the financial worth of a practice. How those factors are expected to change over 
time can also impact the value and often become a motivation to sell, even if the seller is not yet ready 
to retire. The factors in question include revenue, profitability, client composition and lifetime value, and 
staff members. 
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Staff

The human capital of a firm also impacts value, both positively and negatively. A firm 
with a high number of clients will likely also have a high number of client-facing staff 
members managing those relationships. Whitbeck notes, “The cost of employment 
is generally the largest expense a practice encounters.” A large number of licensed 
professionals equals high employment costs, which impact profitability and value. 

Whitbeck explains that profitability is significantly and negatively impacted when the 
firm employs large numbers of staff to serve the lowest value clients, those 
with less than $100,000 in assets. The return on the added support is nominal 
at best. So, assessing the ratio of staff to the ratio of client accounts is critical 
to determining the real profitability, and thus, value of a practice. 

Client Composition

The types of the clients the firm serves also significantly impact the value of a book of 
business. First, the ratio of high value/high net worth clients (clients with $500,000 or 
more in assets under management) to low value clients (those with less than $100,000) 
impacts the value. Both the number of clients in each category and the total volume 
of revenue generated by each category is considered. Whitbeck notes that the most 
profitable firms tend to keep low-value clients to less than 25% of their total client list. 

Whitbeck goes on to explain that the age of clients is also considered. “An aging client 
population is a risk,” he says, “especially if the firm is not engaging in generational 
planning.” Whitbeck says that to mitigate that risk, the selling firm should demonstrate 
that they have a record of engaging with spouses and descendants of aging clients and 
are actively building relationships and accounts with those heirs. Whitbeck adds that, 
“An aging client list is often a motivation to sell, even if the seller is not ready to retire 
and plans to continue working.” 

Understanding the factors that influence a firm’s value helps a buyer assess and pre-vet potential practices. 
Oftentimes, sellers will disclose a certain amount of information during the “search” phase so that buyers 
can make an initial, no commitment offer, which helps sellers identify serious buyers and initiates the next 
phase in the “getting to know you” process. However, to proceed in negotiating and financing a deal, it is 
important to secure a third-party valuation of the business.
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 “Opinion and conclusion of value reports are more in depth and must contain all 
of the information used to arrive at that value so that anyone can review the report 
and use the contents of that report to determine and reach the same value.”

Getting A Valuation
In any business purchase, it is always critical to arrive at a fair and reasonable price 
for both the buyer and the seller. As is often the case, the buyer is always looking 
to pay as little as possible while the seller wants to sell for as much as possible. To 
arrive at an agreement, many business deals utilize third parties to arrive at a fair 
market price.  

When using borrowed funds, especially those backed by an SBA guarantee, that fair market price must be 
supported by reasonable assumptions and sound judgement from an expert. However, not all valuations 
are created equal and the SBA has clear guidelines in their SOP to ensure that valuations are not only 
sound, but also done by educated and vetted professionals. 

The key consideration when looking at business valuations for SBA loans is ensuring that an “opinion of 
value” or a “conclusion of value” is rendered in the report, as opposed to a “calculation of value.” According 
to Neal Patel, Principal at Reliant Business Valuation, Certified Business Appraiser by the IBA, and Certified 
Valuation Analyst by the NACVA, “Opinion and conclusion of value reports are more in depth and must 
contain all of the information used to arrive at that value so that anyone can review the report and use 
the contents of that report to determine and reach the same value.” Patel continues by saying that, “a 
calculation of value can serve as a basis for an agreement to purchase, however, the SBA has deemed that 
it does not provide enough data and support for appraising value for loan purposes.” 
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The SBA specifically requires that the report state an “opinion of value.” Many brokers who provide valuations for 
the SBA are members of more than one certifying body, and therefore may include both opinion and conclusion 
statements in order to remain compliant with the SBA and their own professional certifying agency. The SBA 
specifically outlines what certifying bodies are recognized by the SBA as “Qualified” to designate a Business 
Certified Appraiser.

Those agencies include: 

• Accredited Senior Appraiser (ASA) accredited through the American Society of Appraisers

• Certified Business Appraiser (CBA) accredited through the Institute of Business Appraisers

• Accredited in Business Valuation (ABV) accredited through the American Institute of Certified Public 
Accountants

• Certified Valuation Analyst (CVA) accredited through the National Association of Certified Valuation 
Analysts

• Accredited Valuation Analyst (AVA) accredited through the National Association of Certified Valuation 
Analysts *note this has been merged and is now the CVA above

Patel stresses that many business appraisers are also business brokers who may also be earning a fee on the sale 
of the business. In those instances, the SBA requires that the fees be fully disclosed. However, it is a conflict of 
interest, and so many will only do the brokering or the valuation, but not both, in order to maintain above board 
ethical standards and avoid any potentials issues. For this reason, it is important to discuss early on what services 
your broker can and will provide and determine if and when you may need to secure additional experts to provide 
services such as the formal valuation. 

“A calculation of value does not provide enough data and 
support for appraising value for loan purposes.”
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Once you have located a potential business to buy and arrived at a 
calculation of value, it’s time to negotiate and structure the terms of the 
purchase agreement. 

This is a crucial step that can seriously impact not only the success of the deal, but also the health of the 
business moving forward. Because of this, it is highly recommended that you leverage a seasoned expert 
to assist you and the seller in developing the agreement, especially if this is your first time purchasing a 
book of business. 

Using a Professional

When it comes to structuring a purchase agreement, there are a number of professionals that can assist. 
As mentioned earlier, acquisition advisors, also known as “Matchmakers” often help the seller, and in 
some cases, both parties, negotiate and structure the deal.  Matchmakers rarely complete the whole 
process on their own, and often rely on lawyers to develop the legal agreements and contracts required 
to complete the deal. Often, brokers/advisors will also loop in lenders and compliance professionals from 
partner organizations to ensure that the deal will meet any other legal or regulatory requirements set 
forth by the lending institution or by the financial partnership that the business operates or will operate 
under. 

If there is no acquisition advisor, or if they are representing only the seller, it is recommended that you, 
the buyer, contract a representative to aid you in the process. This can be a lawyer or another acquisitions 
expert. Just be sure to hire one that has experience with facilitating purchases of financial services 
practices and who has knowledge of your umbrella organizations processes and requirements. Above 
all, avoid the temptation to take the do-it-yourself approach. It may seem like you are saving money and 
simplifying the process, but in this situation what you don’t know can hurt you significantly down the 
line. 

Structuring the Deal
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Purchase Price/Business Valuation

Obviously, you both must first agree upon what the business is worth and what financial 
obligation you are willing to assume to acquire it. Earlier we discussed the importance of 

using a certified and experienced professional who can arrive at a true conclusion of value that can 
withstand the scrutiny of a lender and any other compliance/regulatory bodies. The other key benefit of 
getting a valuation from a qualified third party is it gives both the buyer and seller a concrete number to 
work with and removes much of the emotional factors that can artificially inflate or deflate price. Also, 
by removing the emotional influence from the value of the company, it keeps more of the negotiation 
and transitional process grounded in reason and logic and avoids many of the traps that an emotionally 
charged business deal can bring. 

Timeline

Although price is one of the biggest elements of the deal, there are many other equally 
vital components to a successful deal, including defining a timeline with key milestones 

that will guide both parties through the entire transaction from start to finish. This includes but is not 
limited to milestones such as when certain communications about the deal are transmitted to staff and 
clients, when the buyer assumes operating control, and when payments are made to the seller.  A well-
defined timeline tells both parties what to expect and when and sets a clear exit point for the seller. This 
eliminates many of the issues that can arise when milestones and timing are not defined, as it is common 
that each party will have their own assumptions and expectations about the process that usually conflict 
with each other. By clearly defining and agreeing to what will happen, who will be responsible for 
executing it, and when it will occur, you eliminate opportunities for disagreement and confusion. 

1

2

Though every situation is unique, there are a number of elements that are often 
considered as part of an agreement. 

Outlining all elements of a purchase agreement is beyond the scope of this guide and our expertise; 
however, there are some common key considerations you will want to discuss and negotiate with the 
seller and your respective representatives. We’ve outlined those consdierations below. 

Key Considerations
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Each Party’s Role

In addition to defining the sequence and timing of events, it is essential to outline the 
roles and responsibilities of each party throughout the process. If not defined, this too 

becomes a significant point of contention during the transaction and can even kill deals. Although not a 
comprehensive list, some items to incorporate and define in the agreement include:

• Who will create and deliver communications about the transaction to clients and staff, and 
at what point does that change hands?

• Will the seller facilitate introductions between the buyer and key clients?

• Is attendance of either party required at key meetings and functions?

• Will the seller stay on board for a period of time in a leadership or client support capacity 
after the deal is complete?

Again, this is not a comprehensive list nor are any of them mandatory. Each deal and each buyer and 
seller are unique. However, it is still important to define the roles and responsibilities of all parties, 
especially as it concerns the transition phase. In some cases, safeguards are put in place to ensure both 
parties, but especially the seller, live up to and fully execute their duties to the end. 

Seller’s Existing Contractual Obligations

Oftentimes, an existing practice will have a number of contractual obligations including 
leases on office space, equipment rentals, advertising, and professional services. As part of 

the process the seller should disclose all obligations including the terms of the contracts and points of 
contact. The buyer can then determine if they will assume any of those obligations. If the buyer chooses 
not to, the seller can find ways to satisfactorily terminate those contracts or the deal can be postponed 
until the terms of those contracts are fulfilled. In either case, all obligations, how they will be handled, 
and who is assuming legal responsibility for those contracts should be outlined in writing.

3

4

Key Considerations 
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Mediation and Arbitration

As in any legal arrangement, protocols for handling any breach of contract or disagreement 
should be included in the purchasing agreement. There is standard language that many 

lawyers include in their contracts. Each party can also offer their own changes or additions, so long as 
both parties agree to how the conflicts are handled and put it all in writing. It is important to note, that it 
is common to leverage a third-party mediation and arbitration service should the need arise. This ensures 
an unbiased agent is working to resolve the issue. This too is often designated in the contract, usually just 
as an agreement to leverage a third party or in some cases a specific agent or service provider is named.  

Any Other Terms and Conditions

Depending on the needs and desires of the situation and each party, the buyer and seller 
may choose to include other terms and conditions that may not be “typical” of a purchase 

agreement. Things such as access or attendance to client functions, sponsorship perks, access for 
answering questions after the deal closing, and even ownership of certain office fixtures can and should 
be laid out in writing in the agreement. Essentially, anything that can be disagreed on, that will exchange 
hands, or that can be considered property or privileges of the business should be outlined in the contract 
in order to avoid disagreements down the line. 

The development and execution of the purchase agreement is one of the most important elements of 
the whole process. Very few sellers or buyers have the skills and knowledge to fully develop and execute 
the agreement in a way that is legally compliant and that protects both parties sufficiently. It is best to 
leverage an experienced advisor or lawyer in this process to ensure a fair and positive outcome for both 

5

6

Attrition Clause

“We often include an Attrition Clause that provides a monetary incentive to the seller to stay 
present and engaged throughout the transition,” says Anthony Whitbeck, CFP, CLU and CEO of 
Key Management Group. The Attrition Clause specifies that 25% of the funds for purchasing 
the business be held in a special escrow account until the transition is complete and the seller 
has upheld all their duties to aide in that transition. Essentially, it keeps the seller involved and 
active until all clients and operations have been fully transmitted to the buyer. It’s an important 
factor in ensuring a successful transition and in retaining clients and key staff, so it is worth 
considering as an element of the agreement.
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Advantages

No Lienholders

Self-financing eliminates any obligation to a 
third party such as a lender or investor. Thus, 
there is no risk of losing ownership or control 
over the business if a financier decides to call 
the loan or if you fall behind in payments. 
Also, without investors, you retain complete 
operating/decision-making power over the 
business. 

Reduced Financial Liability 

By self-funding, you keep your financial 
liabilities low, which can positively influence 
cash flow. Also, by not having ongoing loan 
payments, you have greater flexibility and less 
obligations during lean times. 

Disadvantages

Large Sum 

Financial advisor firms sell for an average of 
$1 million dollars. That’s a significant amount 
of money to provide at once. Not many folks 
can generate that kind of cash or are willing 
to liquidate assets (and impact their personal 
net worth) in order to facilitate purchasing a 
business. 

You Assume All Risk 

As the sole source of funds, you assume all risk 
should the deal go bad. Often, loans and other 
forms of financing have built in safety nets to 
help mitigate risk and spread that risk around, 
including insurance policies and government 
guarantees. 

Funding the Purchase

There are many funding options available, each with its own pros and cons. Again, if you are working 
with an experienced acquisition advisor, they can discuss these options with you and refer you to funding 
sources as necessary. But generally, the funding decision is largely up to the buyer. The following section 
explores the different options available to you and their advantages and disadvantages. 

Self-Funding

Depending on the size of the business and your personal liquidity and resources, you may be able 
to finance the purchase of a practice yourself. There are many advantages and disadvantages to this 
approach, which are outlined below.  

Generally, the funding aspect of the deal works in tandem with the development of the 
purchase agreement. This is because the buyer and seller must also agree on how and when 
the payment(s) for the purchase of the business will occur. 
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When weighing financing options, its important to consider the short-term and long terms 
advantages and disadvantages. What will set up your firm for financial success? What will 
give you the strongest cash position to weather economic fluctuations?

Advantages

Incentivizes Better Price/Down Payment

Often, if a seller is choosing to finance the deal, 
they know they are also earning interest or a 
specific premium above the actual purchase 
price. In some cases, they may agree then to 
lower the actual purchase price, or at least to 
a lower down payment in order to secure the 
deal.  

Simplified Transaction

Financing through a seller often requires less 
paperwork and is a simpler process. Still, both 
parties should secure legal counsel to make 
sure they both know, understand, and agree to 
all terms.  

Disadvantages

Unwilling to Lend

The reality is very few sellers are willing to serve 
as lender too. Often, when they have made 
the decision to sell it is because they want 
completely out of the business and are ready to 
move on. They are not interested in staying tied 
to the firm, even just as financier. 

Unfavorable Terms 

If a seller is willing to lend, they rarely are 
willing to finance beyond 5 years and often 
they want interest and terms that are too 
high for the buyer. Under such conditions, the 
“loan” is quite expensive to the buyer and can 
significantly and negatively impact cash flow 
for the business.  

Seller Financing

Another option many people consider is seller financing. The terms can vary significantly, but overall 
there are a few common advantages and disadvantages. 

Disadvantages continued

Ties Up Needed Capital 

Even for those who do have the liquidity to purchase the business outright, the up front cost of buying the 
business can tie up much needed capital. Those funds may be better used to invest in growing the business 
or providing a safety net during market fluctuations.
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Advantages

Favorable Terms

Loans from banks and credit unions often come 
with better terms than seller or investor related 
financing. This includes lower down payments, 
lower monthly payments, and better interest 
rates versus other methods of financing. This 
allows the buyer to maintain positive cash flow 
and secure the business in a timely fashion.  

Funded At Closing

The other advantage is that a bank or credit 
union is able to fund the loan at closing, 
which means the seller is able to collect all of 
their money the moment the transaction is 
complete, minus any attrition clause escrow 
funds, should that apply. For a motivated seller 
who is ready to retire, this is a significant perk.  

Disadvantages

Long-term Financial Obligation

Of course, any loan means that there is a long-
term financial obligation. Typically, a business 
acquisition loan is financed over a 10-year 
period.  This is a significant commitment and 
should be considered when reviewing financing 
options. 

Lienholder on Collateral 

Also, with any loan, the lender assumes a first 
position role as lienholder on any collateral 
offered to secure the loan. Sometimes the 
collateral is only business assets, but in some 
cases, borrowers offer personal assets for 
collateral as well. This is a risk every borrower 
should weigh heavily before securing a loan. 

Funding the Purchase continued
Bank Loans

The most common method of financing the transaction is through loans from a financial institution 
such as a bank or credit union. There are different types of loans, which we will discuss later in this 
section, but first it is important to note the key advantages and disadvantages of securing a loan 
versus leveraging personal funds or seller financing. 
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Conventional Loans

Conventional loans are those offered directly and solely by the lending institution. In 
conventional loans, the lender assumes all risk and is the sole lien holder on any assets 

offered as collateral. Typically, conventional loans require a higher down payment versus government 
guaranty loans and usually offer shorter repayment time frames (5 to 10 years) and higher interest rates. 
For some borrowers, the payment terms can price them out of the transaction. This is where government 
guaranty loans come in. 

Government Guaranty Loans

Government Guaranty loans offered through the Small Business Administration (SBA) were 
designed to help make capital more available to small businesses. Instead they leverage 

lending partners and Certified Development Corporations to facilitate loans. The government provides a 
guaranty on a portion of the loan, usually up to 75% or up to a certain dollar amount, depending on the 
loan type. This offsets a portion of the risk that the lender would normally assume.

In exchange for sharing the risk, the SBA sets forth certain eligibility requirements on the borrowers and 
specifies what terms the lender can offer. Typically, this results in a longer amortization time frame, lower 
down payments, and lower interest rates for the borrow. Both the lender and the government assume 
lienholder positions, but again, because the down payments are lower, they often require less capital to 
secure. 

Business acquisition loans are offered under what is called the 7(a) program. The program includes a 
number of different loan products, each with different terms, eligibility requirements, and loan amounts. 
An agent with an SBA Preferred Lending Partner, such as Salt Creek, can work with you to determine 
which program best fits your needs and if you qualify. Because this is the most common, and most 
favorable method for financing the acquisition of a financial advising practice, the rest of the guide will 
focus on the process of purchasing a business using a Preferred Lender and financing with a 7(a) loan. 

1

2

Just like your clients have many options when it comes to investment products, 
lenders offer a number of loan products to help meet the needs of their business 
customers. Typically, these loans fall into one of two categories: conventional and 
government guaranty. 

Types of Loans
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Deeper Dive 
How Working with An SBA Preferred Lending 
Partner Improves the Lending Process

When applying for a business loan, you want to take advantage of every 
opportunity to speed up and streamline the lending process so your business can 
get the funds it needs as soon as possible. 

In addition to being prepared with key documents and being a responsive and responsible borrower 
another way you can enjoy a simpler and faster SBA loan experience is by working with an SBA Preferred 
Lending Partner. 

As a government service, the SBA guaranty loan program has stringent requirements for vetting 
applications. This is important and necessary in order to ensure sound stewardship of public dollars. The 
benefits to borrowers are significant enough to offset the added requirements, however, it’s always nice 
when a borrower can avoid the traditional bureaucratic process and get to closing faster. In order to do 
that, the SBA began the Preferred Lender Partner initiative, which rewards quality lenders with a proven 
track record of vetting and packaging quality loans with certain privileges not afforded to all lenders in 
the SBA loan process. 

SBA Preferred Lending Partners have a proven track record of 
successful packaging and management of SBA loans.

Who Can Become A Preferred Lending Partner?

To become a Preferred Lending Partner, a lender must have a proven track record of successful packaging 
and management of SBA loans extending back at least two years. Additionally, a lender must have the 
ability to create and evaluate a complete loan package as well as have the means to process, close, 
service and liquidate loans. The SBA scrutinizes a lender’s ability to mitigate risk across the board and 
also requires that the lender maintain a Supplemental Guarantee Agreement for a maximum term of two 
years. 
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• SBA requires that a lender 
must show at least 2 years 
of successful packaging and 
management of SBA loans to 
qualify

• A lender does not have to be 
a certified PLP to package 
SBA loans, but there are many 
advantages

• PLP lenders have streamlined 
access and priority placement 
with the SBA 

The Advantages of Working with a Preferred Lending Partner 

Once a lender becomes an SBA Preferred Lending Partner (PLP), they 
enjoy many privileges and benefits – and so does the borrower. The 
first advantage is that PLP’s can approve their own loans, instead 
of waiting for SBA approval. Second, PLP lenders always receive 
priority consideration for all questions, checks, and submittals. 
The typical wait time for a response on a submittal is 1-2 weeks for 
non PLP lenders. PLP lenders, on the other hand, can approve the 
loan internally, without SBA being involved in the decision. This 
advantage is significant in normal circumstances, but when dealing 
with situations like the current government shutdown [hyperlink to 
last post], this advantage can make or break a time sensitive loan. 

In addition to the time and approval advantages, PLP lenders are 
able to originate and service SBA loans just like they would any 
other loan product. This incentivizes lenders to offer more SBA loans, 
which provides greater options to potential borrowers. 

There are numerous advantages to working 
with a preferred lending partner versus a 
regular lending institution. 

Deeper Dive
key Takeaways

Salt Creek, a lending division of the First State Bank of 
Nebraska, is a SBA approved Preferred Lending Provider. We 
are able to offer our clients a variety of loan products and 
services to fit almost any situation. 
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Origination 

This is how the loan process begins. It starts with the borrower connecting with a 
lending professional. Together they uncover what needs the loan must meet and 
explore the different possible loan products and options. After assessing the project 
goals against the various products and their eligibility requirements, the lender and 
borrower select a loan type to pursue and begin the process of gathering all of the 
necessary documents and information. 

Underwriting

During this phase, the lender performs a credit analysis, reviews all loan documents, 
and creates a credit memo which presents the case for the loan. The purpose of this 
phase is to determine credit worthiness, perform risk analysis for the bank, evaluate 
eligibility based on the requirements of the loan type such as an SBA loan, and to 
determine appropriate loan terms based on the conditions and the borrower. More 
information about demonstrating credit worthiness and how to successfully present a 
case for the loan is provided in later sections. 

The Loan Process
For many first-time borrowers, the loan process can seem a bit daunting and 
confusing. Understanding the basic elements of the loan process, coupled with 
an understanding of what lenders look for and expect from borrowers, can better 
help you prepare for and successfully complete a loan. 

Though certain elements can vary by bank and by loan product, the loan process is generally broken 
down into four stages. Each stage is critical to pulling together a successful loan. Often each stage either 
overlaps or happen concurrently with the others. Those stages are origination, processing, underwriting, 
and closing.  
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Processing

Processing runs simultaneous with the other phases of the loan. Processing is the 
practice of gathering and verifying all required documents including but not limited 
to personal and business financials, appraisals/valuations, franchise agreements, and 
other information. The lender must cross check and verify that al information being 
provided is true and accurate in order to demonstrate due diligence, minimize risk, and 
to uncover any fraudulent activity. 

Closing

This phase is when all of the elements required to create a complete loan package are 
fully gathered, verified, and submitted. The result being a fully funded loan request. 
Because closing is such a significant part of the loan process, we have dedicated an 
entire section to it later in this guide. 

Although the loan process can seem daunting, each element is necessary. The best thing 
a borrower can do is remain responsive, comply with all requests, and provide all docu-
ments needed. We discuss in greater detail the requirements of the loan process and 
keys for success later in this guide. 
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Demonstrate that you and the business are a 
sound investment
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Demonstrating Credit Worthiness
As mentioned earlier, the purpose of collecting and reviewing the information 
during the loan process is to determine the credit worthiness of the borrower, 
both as an individual and an entity. 

Credit Worthiness essentially means showing that you and the business are a sound investment, 
with minimal risk and a high likelihood to succeed in business, and thus, likely to repay your 
loan. There are a number of factors that are considered by lenders in order to determine credit 
worthiness.

01. Skills and Success as a Business Person

Lenders want to know that you are a competent 
and experienced business professional. They also 
want to know that your partners, if you have any, 
and any key leadership also have the relevant 
experience, credentials, and track record of success 
in your business and/or the industry. To achieve 
this, lenders request current resumes that identify 
any relevant education, credentials, and industry 
experience as well as information related to the 
roles and responsibilities of each person.  

02. Elements and Success as a Business

Additionally, lenders want to know that your financial 
firm has demonstrated success as a business and that 
you have a plan moving forward. A comprehensive 
business plan that explains the history of the business, 
a detailed plan of how to incorporate the new book 
of business, financial projections, and strategies for 
sustaining and growing the business are all valuable 
components. 

03. Financial Responsibility

Lenders also want to know that you and the business 
have proven yourself as a responsible manager of all 
personal and business finances, including demonstrating 
timely repayment of other debts. The lender will pull 

credit reports on you and any other owners as well as 
the business. If there are any items of concern, they will 
have you produce a written explanation of the issue and 
how it was remedied or plans to be remedied. A negative 
item on a credit report is not an automatic denial of 
credit, and all mitigating circumstances are taken into 
consideration. 

04. Capital and Collateral

In addition to competency and financial responsibility, 
lenders need to see that the borrower has some skin 
in the game, in the way of a down payment on the 
loan. The amount required will vary depending on the 
total loan amount, the loan product, and the liquidity 
of the borrower.  Lenders also look to see what assets 
the borrower and the business have available to place 
as collateral for the loan. The more collateral available, 
the more likely the lender is to recoup funds should the 
borrower default.

Taken altogether, each of the above factors help to paint 
a picture of the borrower and the business. The stronger 
each component, the more credit worthy each become, 
making it more likely the lender will not only approve a 
loan, but also approve it with terms most favorable to the 
borrower. As a borrower you can strengthen your position 
by ensuring that all financial responsibilities are met, and 
by presenting a solid case for your ability as the business 
owner and the viability of the business in the long term. 
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Keys to Success in the Loan Process

As a busy owner of a financial advising firm, it is a constant challenge juggling the 
tasks necessary to run the business with those that also help to grow the business. 
Applying for an SBA business acquisition loan is no exception. Getting through the 
loan process quickly and easily is possible with preparation and communication. 

Prepare Your Core Documents

First, its best to come prepared with all of the necessary documents lenders need to pull together the 
loan package. Different loans may require additional forms and documents, but there are a core set of 
documents required across the board 

Tax Returns

The SBA requires that we provide the three most recent years of tax returns for the business as well as 
for any owners of the acquiring company who hold a 20% or more interest. All tax returns are verified 
with the IRS and any discrepancies must be addressed. If the loan process is taking place during a filing 
period, it may be necessary to complete your IRS tax returns before the loan process can be complete, 
unless you file for an extension. In which case, the three prior years must be submitted along with proof 
of an extension for the current year.  

Financial Statements

Complete current financial statements for both businesses are required. This includes a profit and loss 
statement, balance sheet, and three months of bank statements. All financial reports must be dated 
within 90 days of the date the loan is submitted and closed. If the loan process is delayed for any reason, 
new documents may be requested prior to closing.

Business Plan

A brief business plan can help support the development of the credit memo narrative. The business plan 
does not need to be long, but should include a description of the business, how the business operates, 
market analysis and market plan, acquisition plan, and resumes of key employees and owners. It should 
also include projections of expenses and revenue post acquisition. 
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Providing current, properly formatted documents in a timely manner is one of the 
best ways to streamline the loan process. Often, it is the borrower who creates the 
roadblocks to success. 

Business Formation Documents

Both businesses will need to provide their business formation documents including DBA, articles of 
incorporation, ownership agreements, and any other relevant data. If there is a board of directors, the most 
recent meeting minutes may also be required. 

Credit History Explanations

For any owners with 20% or more interest and both businesses, a credit check is done. If there are any 
red flag items, an explanation of the item will need to be submitted. Often these are sufficient enough 
to proceed with the loan, however, in some cases additional documentation such as receipts and 
correspondence supporting the explanation may be required. 

Current Liens on Business to be Purchased

Any current liens on the business to be acquired and any other collateral provided must be submitted. This 
is necessary for both the bank and the SBA to determine lien position on collateral provided during the 
loan process. In certain cases, some liens may need to be cleared before a loan can be processed. This is a 
key factor in mitigating lending risk for the bank and the SBA, which must serve as sound stewards of this 
government loan program. 

During the process we will also ask for other items relevant to your specific situation including a business 
valuation, which we covered earlier. Other potential items we might request include background checks on 
key employees. Your Salt Creek loan advisor can provide further detail and support on what to expect so 
you can begin preparing for the loan process.
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Anyone with financial interest and anyone who has significant influence and 
impact over the financial success of the firm will be required to provide information 
to the SBA in order to secure the loan. 

Lending has evolved over the past decade. The unfortunate actions of a few 
have led to increased regulations and, as a result, an increase in the amount of 
information that has to be gathered and vetted during the loan process. 

Of course, due diligence is a critical component of sound lending practices and although it can at times 
seem cumbersome, the extra effort on the front end creates a better loan arrangement for all parties and 
ensures the integrity of the transaction. Still, many are surprised by how much personal information is 
required during a business loan process and by whom, particularly when seeking an SBA guaranty loan.

Essentially anyone who has a financial interest in the company and upon whom the financial prosperity 
and integrity of the business rests is subject to scrutiny during the SBA loan process. How they are 
evaluated and what they have to provide can vary, but for the most part individuals fall into one of two 
categories: owners and key managers. Each of those categories have different requirements; however, 
every loan is evaluated on a case by case basis and some persons may be required to provide more 
information than we describe below. Still, this will serve as a good starting point for your firm.

Owners with 20% or More Interest

Many financial advising firms have silent and minority business partners who are not always involved in 
the financial and borrowing aspects of a business. However, the SBA has strict rules about which owners 
have to provide personal financial information. All owners with 20% or more interest in the company 
must provide three years worth of personal tax returns and complete a background check. All of the tax 
returns are verified with the IRS.  Those owners are also subject to the personal liquidity rule (hyperlink) 
which may impact the down payment. If they have a key management role, they may also be required to 
submit a resume. 

Side Bar 
Who Has to Provide Personal Information 
For an SBA Loan?
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Key Managers

Managing Partners and those holding other critical important positions but are not owners are often 
required to submit a 1919 form authorizing a background check. The purpose is to ensure that someone 
with a questionable history, particularly one who has embezzled or committed fraud, is not in a position 
to mismanage company finances. They are also required to provide a resume, with the purpose of 
validating experience and competency serving in a similar role, as this is a key indicator of the strength 
of the business. 

Prepare your co-owners and key staff early and ensure that they have and are willing to submit all 
necessary documents to ensure a quick and painless loan process. If you’re not sure if any of your team or 
co-owners are subject to the rules, you can always contact your Salt Creek advisor and we can help guide 
you on who will need to be involved and how to prepare them for the process. 
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Avoiding Common Mistakes

When seeking credit to acquire a new business or grow an existing business, there 
are many things a business owner can do to ensure a quick and successful loan 
process. 

There are also several things a business owner can do to hinder the loan process, and even jeopardize 
their chances altogether. Below, we have compiled a list of the three biggest mistakes business owners 
make during the loan process, so you can avoid making the same mistakes.

Making Large Purchases1

2

During the loan process, every owner of the business is being evaluated for credit worthiness. Large 
purchases, such as new cars, equipment, or homes, raise flags with credit underwriters who are working 
hard to mitigate as much risk as possible for the bank. Their primary job is to ensure approved borrowers 
are financial stewards of lent funds. Making a large purchase while requesting to borrow money is 
generally viewed as poor financial management and can impact a lender’s decision.  Borrowers need to 
hold off on these purchases until the loan is closed. 

Not Responding to Requests

Lenders truly want to loan money to worthy borrowers and do everything in their power to make loans 
happen. However, much of the process depends on the borrower providing important information and 
documents in a timely manner. Any delay securing tax returns, statements, and other key information 
can delay or even kill a loan. Borrowers need to come in prepared to provide financial and business 
information and to be responsive to lender requests. 
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3 Not Fully Disclosing Critical Information

The lending process is a process of discovery. The more information that is discovered early on, the easier 
it is for the lender to identify the right loan products and structure to ensure approval of the loan. Not 
disclosing critical information including business ownership structure, financial information, criminal 
history, and other required data can create problems in processing and underwriting. In some cases, not 
disclosing information creates enough concern for credit managers to deny loans altogether, even if they 
would have approved it if the information was provided at the beginning of the process. Borrowers need 
to be transparent and forthright with their circumstances, so their loan advisor can help them make the 
best case possible and ensure they get the best loan option available for their needs.  

Borrowers who are smart with their purchasing and who communicate fully and in a timely manner can 
make it through the loan process quickly and with little impact on their daily business operations. Your 
lending team is truly there to help you as a borrower and do everything they can to not create unnecessary 
work during the loan process. If you do your part as a borrower and are credit worthy, you will receive the 
advice and funds you need to drive the growth of your business.
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Closing the Deal

As mentioned earlier, the loan closing process is the point where the final loan 
package is pulled together and the loan funded. This is a crucial time, and a 
point when many loans can be delayed or fall apart if the borrower isn’t prepared 
and responsive. The lender will need final copies of several documents, which 
may mean resubmitting updated versions of financial statements and other key 
information. 

Be Prepared

Practice Documents

Many documents and agreements related to the 
practice need to be submitted in order to verify 
compliance to all regulatory guidelines and to 
eligibility guidelines for the specific loan type. 
These include but are not limited to:

• FINRA Report

• Broker/Dealer Agreements

• Production and asset reports on the book 
of business

Also, the final executed purchase agreement for 
the business must be provided and reviewed 
by the lender and the SBA to ensure it meets 
all regulatory guidelines. Additionally, the 
seller may need to submit their own practice 
documents, especially any employment contracts 
or other agreements. The lender will make that 
determination.  

Financial Documents

If not previously submitted, all financial documents 
must be provided at this time. These include:

• Three years of completed tax returns for 
the business and each owner. If it is time to 
file new tax returns the borrower may need 
to submit the current year or submit their 
request for extension filed with the IRS.

• Monthly Profit and Loss for the three most 
recent months

• YTD Profit & Loss for last complete fiscal 
year

• YTD Balance sheet for last complete fiscal 
year

• Breakdown of any government financing 
previously taken by the borrower or the 
business

• Debt schedule for the business

• Accounts Receivable and Aging

• Business Insurance Documents
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The Transition

Transitioning the business from the seller into your hands is a time of rapid 
change, and if not carefully managed, turmoil. That turmoil can have a tremendous 
financial and emotional toll on the business. To avoid hardships during the 
transition, there are a number of proactive steps you can take to properly engage 
and manage the change with the seller, their staff, and their clients. 

Working with seller 

A successful transition relies on both the buyer and the seller cooperatively guiding and actively participating in 
the process. To fully assume ownership and control over the book of business with little to no interruption to the 
staff and client, takes a proactive approach to engaging and managing the seller’s emotions and expectations. 

Managing A Seller’s Emotions 

Selecting a financial advising business to purchase requires due diligence and sound judgement. As the buyer, its 
often easy to manage your own emotions in the process and keep your head focused on the facts. For the seller 
transitioning away from the business they built, it’s a little more difficult to stay objective and clear headed in the 
process. As the buyer, it’s important that you understand and carefully manage the seller’s emotions in order to 
guide all parties to a successful outcome that satisfies everyone. Here are a few key tips to achieve that.

Avoid Assumptions
Another critical error people make during business transactions is assuming facts and 

motives. For example, the seller asks for a price that isn’t supported by sound business appraisal 
practices. It’s easy to assume that the seller is greedy and trying to take advantage of an interested 
buyer. However, a number of other things could be, and often are, true. Perhaps the seller doesn’t fully 
understand the logic used to reach the appraised value and therefore does not agree with the conclusion 
of value. Or, again because it is more of an emotional decision for the seller, perhaps they don’t trust the 
buyer yet or are feeling the fear and sense of loss that comes from leaving the business they built from 
the ground up and are using price as a tactic to stall their exit. 

1
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2 Validate
In any emotionally charged situation it is always important to validate the other person’s 

feelings and opinions, even if you don’t agree with or understand them. Your level of understanding or 
agreement does not dictate the validity of those emotions and opinions for another person. Even if they 
are flawed based on logic and facts, they are real and justifiable to the individual. By acknowledging and 
validating their point of view and feelings, you achieve a few things:

• You make the other person feel heard. When people feel heard, they move away from a state 
where they feel they need to constantly defend or reiterate their position and into a state of 
receptivity. 

• You build trust. When people feel validated by the other party, they trust them more because 
they feel that the other party cares, is listening, and is more likely to make fair decisions and 
actions. 

• You diffuse the situation. Validating and acknowledging the other person helps keep all 
parties calm and emotionally even, thus avoiding giving the reptilian brain opportunities 
to take over and hijack the situation and turn it into a volatile, emotional, and combative 
environment. 

A great example of the power of validation as a tool for managing emotionally charged situations is 
the book Just Listen by Mark Goulston. In the book, Mark shares numerous examples from business 
negotiations to hostage situations, where listening and validating the other person helped to diffuse the 
situations and get all parties to a place where they could communicate calmly and clearly and reach a 
satisfying solution for all. 

The key is not to assume, especially not to assume the worst. Instead, it’s worthwhile to do some 
exploration and get at the heart of the issue. Stuart Diamond, in his book Getting More, shares some 
excellent examples and different strategies for getting at the heart of why someone is refusing to accept 
an offer or requirement. Often times it is something small and simple, such as needing to hold on to a 
piece of furniture, or a desire to stay on in an advisory capacity for a short period of time, or needing 
to trust that the buyer is going to respect for and care for the employees and clients of the acquired 
company. The key is to reserve judgment until you have thoroughly investigated and worked with the 
person to find out exactly why they are pushing back on things like price. 
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3 Stay Calm
It’s easy to get caught up in storm when another person’s emotions are raging. That’s why it’s 

important that you as the buyer remain as calm and objective as possible. If you find your own emotions 
running away with you, step back from the situation and clear your head. If you continue to struggle 
with keeping your own emotions level while dealing with the seller, it may be worthwhile to bring an 
objective, uninvested third party to help mediate.  An experienced mediator is skilled at validating each 
party’s point of view and getting at the heart of each person’s concerns and motives. 

Overall, its critical to manage emotions during a business purchase to ensure a smooth and fair 
transaction for all parties. By validating the other person’s point of view, getting to the heart of an 
issue, and leveraging third party expertise as needed, you can professionally and ethically navigate any 
emotionally charged situation and achieve positive outcomes for everyone involved. 

Keep Perspective

Throughout the process, its helpful to take a moment and ground your thoughts so you can 
keep a calm and objective perspective on the situation. Its easy to get caught up in the stress of 
the process, a seller’s emotions, and any challenges that may arise. Stay focused on the goal and 
leverage a mentor or advisor to help you realign your thinking. 
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The Transition
Often, a successful transition relies on the support and engagement of key client 
facing staff in both firms. 

Transitioning Staff

Generally, the seller provides a detailed breakdown of their organization that includes information of the roles 
and responsibilities of their staff and feedback regarding the importance of certain staff members in the success 
of the business. Lenders encourage buyers to retain key staff, as it has a tremendous impact on the retention 
of clients. There are a few steps you can take to best engage and support staff during the business hand off to 
ensure they buy in and help facilitate the transition for clients. 

Engage Them Early

As soon as an initial agreement is in place, the new 
owners should start building rapport and buy-in from 
client facing staff. Engaging them early on gives them 
time to learn about the new owners and business and 
to work through their own concerns and resistance 
before any major changes occur. Looping them in 
early also makes them feel valued and included in the 
process, and therefore they are more willing to work 
with the new owners in making a smooth transition 
happen. 

Give Them Resources

It is critical to support client facing staff during the 
transition. If they have the tools and resources they 
need to be effective, they can focus on making the 
client experience as positive and productive as 
possible. In addition to training, supplies, equipment, 
and time, it is also important that you give them a 
pathway to voice client concerns, identify and address 
issues, and to identify and develop opportunities. 
Staff who feel supported and empowered and have 
what they need to do their jobs well will advocate for 
the new owners and the new brand, which puts the 
customers at ease and increases client retention. 

Acknowledge and Address Their Concerns

The purpose of using existing staff is to have 
enthusiastic champions serving as brand ambassadors 
and guides for clients and other staff members during 
the transition. However, people are inherently resistant 
to change. A resistant employee doesn’t make a good 
ambassador, and in some cases can even serve to 
undermine the process. When engaging with existing 
staff, provide a forum for them to voice their concerns, 
validate all of their concerns, and provide clear and 
timely information and feedback. 

Train Them on the Message

To be effective stewards, client facing staff need 
to know how to communicate changes to clients 
and manage their expectations. Identify what will 
change and what will stay the same and create scripts 
for those items. If any new software, branding, or 
processes will be introduced, train the staff on these 
items ahead of any other staff members. This way they 
are knowledgeable and confident on all of the changes 
before implementation begins and can comfortably 
guide clients through the transition. They can also 
serve as internal champions for onboarding and 
transitioning other staff members. 
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Utilizing existing staff to transition clients during an acquisition is critical to the 
stability and profitability of the business. By engaging staff, creating an open 
forum to communicate and address concerns, training them on key messaging, and 
providing organizational supports, you can ensure a smooth and positive transition 
for clients and employees. 



GUIDE TO ACQUIRING A FINANCIAL PRACTICE

41

The Transition
The value of any financial advising firm lies in its book of clients. It’s that value 
that serves as the basis of monetary worth during an acquisition. The projected 
return on investment justifies the expense of purchasing, that is, if the buyer can 
maintain that book of business once the deal is closed. 

Transitioning Clients

As lending experts, we have strong relationships with trusted advisors with experience managing acquisitions. 
Below are their recommendations on strategies to retain clients after an acquisition 

Start Building the Client Relationship Early

Although brand loyalty is an element of client 
retention, people ultimately feel a sense of loyalty 
and commitment to other people, not brands. Get in 
front of the seller’s clients early, before the acquisition 
begins, and start building a relationship with each 
one. Not only does this give clients time to acclimate 
to the new culture and procedures of your business, 
it also gives them time to get to know you and your 
team. This helps develop trust, a critical foundational 
element of client relationships and of building loyalty. 

Another simple and effective way to build those 
relationships is by keeping client-facing employees 
on the payroll. Our lending professionals specifically 
look to see if and how many client facing employees 
will remain after acquisition, as our experience 
shows this to be a critical success factor in terms 
of preserving revenue. Preserving and growing 
revenue is a key indicator of repayment ability and a 
determination of the level of risk the bank will incur. 
The lower the risk, the more likely it is the loan will be 
approved and with favorable terms. 
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Communicate Often and Honestly

Acquisitions are stressful and scary, not just for 
employees, but for clients as well. Some firms take 
the “need to know” approach and release little to 
no information about the process or what to expect 
from the change in ownership. In the absence of 
information, fear and speculation are allowed to breed 
and give birth to “worst case scenario” thinking. In that 
environment clients don’t feel safe and will take their 
business elsewhere. 

Instead of restraining communication, you should 
communicate early, often, and honestly with clients. 
Let them know what to expect before, during, and 
after the acquisition. Give them resources and contacts 
to reach out to for questions. Create an open line of 
dialogue, allow them to voice concerns, and address 
them in a timely and transparent manner. 

Oftentimes, sellers working with acquisition experts 
are asked to develop client communications strategies 
with their broker/advisor. Whitbeck states that they 
require their sellers to develop communications 
and to break down their client lists into A, B, and C 
client groups. This is often done before they make 
the business available in the marketplace. As a result, 
they come in prepared with strategies and tactics for 
engaging high value clients and for communicating 
the transition and introducing the buyer. This is a 
significant advantage, as the brokers have a model for 
success for both parties to follow. 

Connect Each Firm’s Value Propositions

The firm’s clients have chosen to do business with 
them because they receive value, not just in terms of 
financial guidance, but other areas as well. You are 
purchasing them because you also see value, not 
just financially, but strategically. You also know that 
your firm has value to offer those clients. Help clients 
connect the dots by highlighting the link between 
the value they have been receiving and appreciate 
in the existing firm with what they will receive under 
your ownership and direction. If you are retaining 
any key value elements from the existing firm, such 
as respected advisors, technological solutions, or 
partnerships, communicate them as well. This will 
provide consistency and security during the transition 

Clients are always happy when they can keep what 
they have while getting more and/or better value. 
Highlight the added value you bring to the table. Show 
them how you can take them further, protect them 
better, understand them more, and can help them 
reach their goals in more efficient and meaningful 
ways.  

Taking the time to engage and build relationships with 
clients before the acquisition begins helps to protect 
your investment. Clients have options and can choose 
to walk away even though you’ve paid for the privilege 
to do business with them. Employing these simple, and 
effective strategies ensure that the business you buy is 
the business that stays. 

Taking the time to engage and build relationships with clients 
before the acquisition begins helps to protect your investment.
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Evaluate

Utilize resources in your network 
to locate a book of business and 
evaluate it for organizational fit. 
Leverage experienced experts 
and trusted advisors who know 
what to look for and can help 
you avoid pitfalls. 

Structure

Continue to tap into seasoned 
experts in order to structure a 
deal that will lead to a successful 
outcome for you and the seller. 
Know your financing options 
and go with the one that lets 
you preserve more capital. 

Transition

Use the seller to help you 
actively onboard and transition 
staff and clients. Engage them 
early, communicate openly 
and honestly, and implement 
a framework for a successful 
handoff and seamless transition. 

The best fit matches your 
organizational goals, investment 
style, and company culture. 

Cover all of your bases and work 
with an expert to develop a deal 
that works for all parties. 

Step into the future by carefully 
guiding and managing the 
people through the process. 

A thorough understanding of the process, along with its challenges and pitfalls, 
combined with preparation and a team of trusted acquisition and lending experts at 
the ready is the best way to ensure a successful purchase. Even seasoned buyers must 
rely on experts as the regulations and laws are constantly changing. Not all lenders 
are created equal, so it’s important to secure a financial institution and broker with 
experience in financing acquisitions for financial services firms. It’s too important to 
leave to chance.

Summary
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About Us

2701 GRAINGER PARKWAY | LINCOLN, NEBRASKA 68516
P: (402) 858-1249 E: SALTCREEK@1FSB.COM

At Salt Creek, it’s our goal to help you grow your firm. 

We are dedicated to helping financial advisors and RIAs expand their firms with efficient access 
to capital. There are very few banks that understand the intricacies of a financial advisory prac-
tice and even fewer with a dedicated lending division for the financial services industry. Salt 
Creek exclusively serves financial advisors, both independent and registered, with a streamlined 
lending process and a range of conventional and SBA loans available to help you grow your 
practice. 

Just as your business relies on client relationships, we too focus on building relationships with 
our clients.  It’s a true partnership—a personal bond between your firm and our lending team 
that is driven by a common goal of helping your business grow. As specialists in the wealth man-
agement industry, we are here to provide our unique expertise and a personal level of support 
as you grow. 

To learn more and speak to a Salt Creek advisor visit 
https://saltcreek.1fsb.com.


