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By Steven Davison

Are you thinking about acquiring as a way of growing your business, but 
don’t know where to start? Maybe you are waiting patiently for the right 
opportunity to come along, having conversations with potential 

acquisition partners, or perhaps you have already acquired and are simply looking 
for help to make your next acquisition? Whatever your situation, acquisitions are 
a complex undertaking and there are many ways to improve your chances of 
successfully acquiring an advice business. 

In this report we provide insights into the acquisition process and look at some of 
the issues you will face, including deciding whether acquisition is right for you, how 
to source possible opportunities and assess their suitability and when to engage 
expert advice to help you secure the deal.

Four key insights
1 The ongoing sustainability of earnings is more important than recurring 

revenue. 

2 The best deals are based on a shared vision, compatible personalities and 
cultural fit – not price. 

3 The return on investment needs to reflect the risk you are taking.

4 Involving the outgoing principal will improve the chances of maintaining 
existing clients once the principal leaves.

ABout ACQuisition 
Growth is widely accepted as the key to success in any business, which is why so 
much time and effort is spent attracting and servicing clients. There are many ways 
to achieve this growth and one method is through acquisition.

In its broadest sense, an acquisition refers to the purchase of a client base or business, 
but the reality is far more complicated and involves a whole cast of players including 
lenders, lawyers and licensees.

Steven Davison is the head of AXA’s 

Acquisition and Succession team and is 

committed to helping practice principals 

build advice businesses that will continue 

to grow and expand. Davison and his team 

are specialists in the fields of acquisition 

and succession. Together they have 

completed over 200 transactions helping 

advisers value, negotiate, buy and integrate 

businesses, appoint new advisers or realise 

capital through the partial or full sale of 

their own business.

Go the Distance



2 The Australian Journal of Financial Planning

a Financial Standard publication www.jofp .com.au  June 2010 

AXA’s experience over the years shows that planning and 
preparation are vital in securing a profitable acquisition. It is not 
simply about buying a client base and adding revenue to the 
bottom line, it is a complex and time-consuming process. To be 
successful all facets need to be considered. Are the cultures and 
values of the businesses aligned? Is the business in your area of 
expertise? Do you have the skills to service these clients? Indeed, 
compatibility is often the key to a successful acquisition – above 
and beyond price.

The acquisition landscape

Over the last 15 years there has been a substantial shift in the 
financial services industry. 

Some of the changes include:

l the failure of many life insurance agents to make the transition 
to financial advisers, resulting in forced mergers or sales which 
almost halved the number of advisers in the industry. 

l a shift away from defined benefit superannuation to defined 
contribution schemes, which put superannuation funds at 
the forefront of the industry, placing more responsibility 
on investors.

l the transition from using commissions to generate revenue 
to fee for service. 

After two decades of economic growth in the financial services 
industry, the trend is set to continue with growth predicted to 
rise by 30 per cent from $6,399 billion (December 2008) to 
$8,309 billion in 2012.1 

The post-global financial crisis climate is a world of opportunity 
for potential buyers. Acquisitions are no longer being fuelled by 
a rising market and easy credit, which has taken some of the heat 
out of buying and suggests there are good opportunities for 
those thinking about acquisition. 

While past experience is not always an accurate prediction 
of the future, one thing is for sure – those who adapt to 
change effectively will be well positioned to take advantage 
of future growth.

Why ACQuire? 
Acquisitions are costly, time-consuming and distracting, and 
almost always the largest capital outlay a business can make, 
which is why it’s important to know what you want to achieve 
before you start.

The business plan

A clearly documented business plan should underpin any 
acquisition strategy and articulate the need to acquire and the 
benefits it will deliver to the business. A thorough business plan 
will identify how an acquisition contributes to earnings and 
business valuations. This may be through more efficient 
processes, new clients, new products or services, or access to 
distribution. Whatever the strategy, the financial outcomes are 
only as good as the effort invested at the beginning. A good 
business plan will map out the initiatives and resources required 
to integrate the business successfully.

PAul ASProS
Practice Principal, Psk Financial services, nsW

What prompted you to consider acquisitions as part of your 
business plan?

It was a natural progression of what we were doing in trying to build 
our business.

How many acquisitions have you completed since you began 
in 1996?

Usually we acquire one to two businesses per year on average. At any 
one point we are having a number of conversations. In 2006-2007 we 
didn’t make any acquisitions, while in 2009 we made four. The global 
financial crisis has made people look at running their business more 
efficiently, which has provided more acquisition opportunities. 

Has your approach to acquisitions evolved over time? 

Originally we would just buy books of business, and our target market 
was people who were either retiring or selling parts of their business 
they didn’t want. Now our acquisitions have evolved to be more 
focussed on succession, involving a retiring practice principal who’s 
looking to sell part of his business today and retire in a few years. 

What is your target market for acquisitions?

Our typical target market is one or two -man businesses. These small 
businesses may not always have well-developed processes and often 
do a lot of the work in the business themselves, so they are hamstrung 
by the day-to-day processes of running a business. 

What are the most challenging aspects of an acquisition?

The most challenging part is where we don’t know the people we are 
transacting with and we are trying to understand what they are like and 
their culture, and seeing whether they will fit in and benefit from what 
we can offer them. Getting to know the people we are dealing with is 
probably the most important, but also the most challenging, part. 

What is the most rewarding aspect of an acquisition?

Seeing financial advisers come into our business and enjoy being 
advisers again is definitely the most rewarding part. Watching advisers 
who don’t have to worry about employing staff anymore, or managing 
compliance and can focus on what they do best, which is giving clients 
good advice.

Does your model extend the adviser’s longevity?

The adviser sells us a part of his business, which we help him grow. 
When he comes to sell in five or six years time he can get more than 
what the business was originally worth. It’s a great outcome for all of us. 

Is it getting tougher for the sole operators? Do you need to be big? 

I wouldn’t say you need to be big to be successful. There are many 
single man and small practices that are doing very well and will 
continue to do well, which shows there will always be a place in the 
market for boutique practices who can deliver quality advice.

So I wouldn’t be encouraging people to go and merge and talk with 
other practices if they were successful already. For us, part of the 
reason for getting bigger was to try and take advantage of scale and 
use the resources available to improve our business.
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Top four reasons to acquire

1. Improve efficiencies

The most immediate and tangible cost advantage to be obtained 
through acquisition is the removal of duplicate expenses. Rent, 
licensee fees and staff are the most significant advice business 
expenses. However, these costs are often tied to contracts and 
not always realised immediately, or are covered by the vendor 
and factored into the sale price as a result.

Further synergies can be extracted if the buyer can streamline 
inefficient practices into their own, well-documented processes. 
This can be more difficult in practice than in theory, and requires 
dedicated resources. 

Buyers often overestimate the inherent strengths of their own 
business processes, management and governance when making 
acquisitions. Such buyers may find themselves distracted 
managing the integration, focusing on servicing the acquired 
client base at the expense of generating new business and thus 
fail to realise the desired cost benefits. 

2. Source new clients

Access to new clients is one of the primary reasons businesses 
look to acquire.

The main product is now advice and service, however up to 80 
per cent of the clients within the average client base hold a 
transactional product based relationship with their adviser. There 
is an opportunity for these clients to be transferred from purely 
transactional to an ongoing advice relationship, provided the 
buyer can deliver advice and service that exceeds the vendor’s. 

It is essential to remember that the risk of providing this advice 
and service resides with the buyer, so it’s important not to overpay 
for this potential future revenue stream. The buyer must also have 
the capacity to provide advice and service to these clients.

On average when notified of a new practice owner, eight per cent 
of clients will reassess their relationship and leave. Often it is the 
fee-paying clients who are the first to go. For them, the acquisition 
is a trigger to re-evaluate their relationship with their adviser. 

3. Access new products and services

Expanding into new products and services is often a strong 
motivation for practice principals to acquire. Delivering new 
services to clients ensures more of their needs are met, allowing 
the business to grow and diversify its earnings profile.

Acquiring risk, accounting, general insurance, self managed 
superannuation and lending are all possible ways to expand a 
business. To integrate successfully into the business, it’s important 
to remember that these products and services:

l are largely relationship based

l require people with appropriate skills to deliver, and

l are supported by unique processes.

Successful buyers of new products or services are those who also 
acquire the capability to deliver these services. This capability is 
usually a combination of people and processes. These ongoing 
costs will reduce profitability, but they also reduce the risk of 
losing clients in the long run.

It is not easy to buy and integrate key people into a business, as 
they are often individualistic by nature. However, earn-out 

mechanisms and/or profit incentives combined with appropriate 
governance can help manage the risks. If these core capabilities 
cannot be acquired then it is important to examine whether 
these services, skills and clients can be sourced in a different way, 
such as though a joint venture, alliance or merger. 

As a rule of thumb, only do it yourself if you can do it better and 
at a lower price than by outsourcing. 

“The reality today is you can’t survive on your own. You 
need to have scale to allow the advisers to focus on pro-
viding good advice and service.” 

Errol Smith 
Executive Partner, Planwell Financial Group

4. Increase your distribution

Distribution is king, but what does this really mean for your 
acquisition plans? Done well, an acquisition can deliver scale, 
new clients and an opportunity to extend your services, resulting 
in greater earnings and an increase in business value. The 
ultimate value of your business will depend on the number of 
quality profitable advisers in it. This is the distribution, or 
growth, potential of your business.

Advice businesses can move beyond principal dependency by 
taking advantage of acquisition opportunities, supported with 
sound processes, and the recruitment and development of new 
advisers. This type of business model is more valuable as it can 
service more clients and grow faster. 

The opportunity to extend geographically has always been an 
attractive option and pursuing a national strategy became popular 
in boom times. However, maintaining two or more offices adds 
considerable cost and increased management risk, which must 
be factored into the business plan at the outset.

The greatest opportunity for an acquisition is often close to 
home and revolves around a strategy which builds size in your 
community, enables closer management focus and provides 
greater opportunities to develop business efficiencies, knowledge 
sharing and skills.

“After merging our two independent practices in 2000 we 
immediately started to see the value resulting from scale. Over 
the past five years we’ve managed to get fairly big fairly quick-
ly while maintaining a comfortable balance sheet position.”

Peter Audet 
Managing Director, 4People Pty Ltd

Common risks in accessing new markets

The risk adviser who buys a client base to offer clients a cheaper 
premium or better terms and definitions may increase new 
business revenues in the short term. However, over the longer 
term it will be a challenge to grow business value and sustain any 
revenue increases.

The financial adviser who acquires a risk book to diversify 
revenues from financial advice does not necessarily have the 
required skills to sell risk insurance, and service these clients, 
resulting in client attrition and declining revenues. 

Similarly, the financial adviser who acquires an accounting client 
base to provide financial advice may not have secured the client 
relationship and the opportunity to provide their services.

“Distribution is king and everybody wants it.”

Alan Kenyon 
Director, Kenyon Prendeville
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the PerFeCt MAtCh: CoMPAtiBiLity
Successful acquisitions are based on compatibility, but to find 
out whether you are compatible you need to know what you 
are looking for and why. Sound due diligence and a mutual 
understanding of each other’s values are vital to a perfect match.

Identifying a target

Only a small minority of financial advice businesses is publicly 
advertised to sell. By narrowing down your targets and networking 
appropriately you can increase your chance of acquisition.

1. Networking

Networking among industry peers is a long-term, yet cost-
effective way to unearth and foster prospective leads among 
practice principals who share a similar advice philosophy. Directly 
engaging a vendor prior to commencing a formal acquisition 
process gives you the flexibility to get to know each other, 
enabling trust and rapport to develop. Many large and successful 
practices have actively pursued this strategy over the last decade.

2. Licensees

A handful of licensees actively manage the succession plans of 
their principal advisers and they can be a fertile source of 
prospective acquisition targets. Care should be taken to select a 
licensee that does not have restrictive client ownership protocols 
or onerous lock-in mechanisms.

MATTHeW BroWn
Managing Director, Josman Financial group, QLD

How did you find a suitable business to acquire?
I spent 12 to 18 months looking for a suitable business to buy when 
I found a nearby business which was interested in selling. The 
business was in Ballina, about 100km south in NSW. 

As a regional centre, Ballina has become a growth area, capturing 
a large number of country and regional towns and farms as well as 
a large proportion of retirees, so it fit with my existing demographic 
and was a good opportunity. I started negotiating the acquisition in 
October 2007 and settled in April 2008.

How did you structure the sale?
It was structured as a succession plan with a father and son, in 
which I re-hired the son on a three-year contract. We found the 
vendor’s licensee was very restrictive in transferring clients over.

However we focused on saving those clients, and in the end about 
98 per cent of them came across. When we started negotiations 
the practice had a price of $1.2 million in their mind. This had 
come from their broker, while our due diligence suggested that a 
multiple of 3.2 would be fair. In the end we agreed to pay 3.4 
times recurring revenue. 

Payment was structured with a lump sum up front, with a final 
payment due in May 2009. 

What would you do differently next time?
Completing an acquisition is not always clear-cut or straightforward. 
If I was to acquire another business I would ask a lot more questions 
about the succession plan to ensure cultural fit and make sure they 
had more at risk during the transition phase. I would also be 
prepared to walk away if the conditions I wanted were not met.

3. Independent brokers

Independent brokers and buyer representatives are another way 
to source acquisition opportunities. 

A business broker is retained by the vendor and they will seek a 
buyer with the highest compatibility and offer terms. In contrast, 
a buyer’s representative is retained and paid for by the buyer, 
and seeks acquisitions that fit the buyer’s guidelines.

“If you are looking to acquire you need to have your own 
business in as good a shape as possible.”

Alan Kenyon 
Director, Kenyon Prendeville 

Vendor advocate Kenyon Prendeville receives about 20 
enquiries for every business it has for sale. Prospective buyers are 
asked to provide a profile on their business, while sellers are 
concerned about the needs of their clients and aim to ensure 
their successor will be the best possible match. Cultural fit, 
transparency, client segmentation, clear articulation of the 
business’s vision and the ability to integrate the business 
satisfactorily are all key factors.

Assessing Compatibility

Cultural fit is often the most valuable component of any 
acquisition transaction. Compatible businesses should attract a 
premium price, reflecting the ease of integrating clients and staff 
into the buyer’s business. A business with the same platform, 
same AFSL, similar processes and comparable advice models will 
present a lower integration risk and greater opportunity for 
synergies and, in theory, be worth more to the buyer. 
Compatibility also extends to culture. Understanding the 
vendor’s values and their alignment to yours is vital.

“Sellers start with price and terms, but as the process moves 
along they realise that everyone is going to pay the same, 
or a similar amount, and they will make a decision based 
on culture, personality, and business model compatibility.”

Chris Wrightson 
Director, Centurion Market Makers

Often buyers are willing to pay the same price for a renovator’s 
delight as they would for high quality business. In practice a 
renovator’s delight should attract a lower price, given the higher 
risk to integrate and find new sales opportunities.

“One positive outcome of the global financial crisis was 
that it exposed some of the weaknesses of businesses. Now 
it is easier to identify good businesses.”

Graham Peaty 
Business consultant, Encore Group

What makes your business successful today– whether it is your 
client value proposition, your systems and processes, or the client 
segments you target – are the factors which are likely to determine 
your success following an acquisition. Similarly, the challenges 
you face with your business today will only be exacerbated by an 
acquisition. Adding complexity to poor foundations will only 
place additional financial and emotional strain on your business, 
which is why compatibility is worth more.

Conducting due diligence

Understanding the risks involved in an acquisition can help you 
determine whether it is prudent to proceed with a transaction or 
walk away. It also provides a guide on how best to value and 
structure the acquisition should you proceed. 
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Given the capital cost of making an acquisition and the 
integration risk that comes with it, thorough due diligence is 
paramount prior to making a final offer. 

It is important to use people with the appropriate skills and 
processes to help you assess the risks of the transaction. Due 
diligence can be broken into three key categories:

1. Commercial
Is the business aligned to your strategy, capabilities and processes?

2. Compliance 
Have the clients received sound advice and are their funds placed 
in appropriate products?

3. Financial 
Are the revenues what they are purported to be?

Following the global financial crisis there was an increase in the 
number of advice businesses for sale. However, many of these 
businesses were distressed and did not attract buyers, or were sold 
at a significant discount due to concerns identified in due diligence.

“Making an acquisition is like winning new clients. You 
prospect and talk to lots of people until you find something.”

Patrick Canion 
General Manager, rmg Financial Services, WA

Things to consider before starting negotiations 

The following is a list of practical things to consider before 
pursuing an acquisition which will help you qualify and quantify 
the acquisition opportunity. Importantly, it will also put you in 
a strong position at the negotiating table, both with the vendor 
and any financiers.

Strategy

Common vision 

–   If the acquisition results in a new business partner, do you 
share a common vision on how to develop, grow and exit 
the business?

Handover period

–   Do you require the owner of the business to help with 
transitioning the client base? If so, for what period of time?

–   What will their salary be and will any performance standards 
be required?

Current and future shareholder structure 

–   Is the current structure compatible with your future structure?

Premises marketing plans/activities

–   Can the current premises cope with the amount of staff 
required to run the combined business?

–   Will the business operate from the one site or will it 
continue to occupy two locations?

–   If moving from two sites to one, are there any issues around 
lease arrangements?

–   Are the past marketing activities of the acquired business 
compatible with your new structure?

Equipment and assets 

–   What office equipment comes along with the acquisition?

–   What are the costs involved with integrating this equipment 
into the business?

Professional Indemnity (PI) cover 

–   What does the business’s PI policy cover?

–   Will this cover you as the new owner or are there gaps in 
the PI cover caused by the change of ownership?

Complaints and litigation 

–   Are there any pending client complaints or outstanding 
disputes?

–   View the complaints register, conflicts of interest register, 
opt-out register and privacy register for any issues.

Clients

Client database 

–   How will the two client databases be merged into one? 

–   Which is the better system and what are the associated 
software licensing fees?

Client base matching 

–   Is the acquired client base compatible with the type of 
advice you want to provide and is it consistent with your 
client value proposition?

Client base analysis 

–   Consider the number of clients, funds under management, 
distribution of clients by age, location of clients, platform  
vs. non-platform, super vs. non-super, number of clients 
under contracted service agreements and self managed 
superannuation funds. 

–   What new business opportunities are present in the client base?

Charging structures 

–   Are the client charging structures compatible?

Client retention 

–   What proportion of clients have left the business in the last 
12 months and is this likely to continue?

–   Does the combined entity have the capacity to reduce this 
client attrition?

–   How will clients be introduced to the new business?

Client transfers 

–   Are there issues with the current licensee transferring clients 
to your business?

Lead generation

–   How has the business generated new business leads? Are 
there formalised centres of influence?

People

Staff salaries and years of service

–   Are salaries realistic and what is the bonus structure?

Staff performance

–   Have staff been meeting performance targets?
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Staff turnover

–   What was the staff turnover during the last five years?

Staff agreements 

–   Will staff come across with the acquisition?

–   Have the employed staff signed contracts which prevent  
or reduce the risks of them leaving your business and 
poaching clients?

Staff skill set and qualifications

–   Do staff have the required skill set? Will there be 
unnecessary duplication of positions?

Principal centric

–   How ‘principal centric’ is the business and client base to be 
acquired and what are the implications of the principal 
exiting the business on client retention?

Culture

–   Do you believe the culture of both businesses is 
compatible?

Systems

Software and hardware

–   Is the financial planning software and other software 
compatible? 

–   What are the implications on training staff and merging data?

Office equipment

–   Can all your office equipment cope with the extra staff (for 
example, telephones, computers, printers, storage and 
internet access)?

Policies, procedures and sales processes

–   Can the policies and procedures of each business merge?

–   Are the sales processes of each business compatible?

Compliance

–   Review the previous compliance reports for each adviser.

–   Are you prepared to employ advisers if there is a 
compliance risk?

Stationery and marketing material

–   Obtain copies of all marketing materials and stationery and 
have these checked for any compliance issues.

Financials

Information required for the bank

–   Last three years’ financial statements, preferably audited.

–   Last three years’ commission statements.

–   Last three years’ bank account statements.

Profit model

–   Complete a business plan for the new combined business 
including loans, staffing, premises and any other expenses with 
realistic expectations around the income to be generated. 

–   Consider a best case as well as a worst-case scenario.

tying the knot: DeAL terMs
A well-structured contract is an essential component of a 
profitable acquisition. How much you are willing to pay, what 
you are prepared to risk and the predicted return on investment, 
are key drivers in finalising the terms of the deal.

Methods to assess the value

Before the global financial crisis market multiples had increased 
to all-time highs, with little consideration given to the true 
financial return an acquisition could deliver to the buyer.

The global financial crisis reduced the frequency of high 
multiple transactions and increased the frequency of lower 
multiple transactions. However demand to acquire still 
remains strong.

For small to medium size businesses a multiple of recurring 
revenue remains the most popular method of valuation, a 
reflection of the buyer being able to fit the vendor’s clients into 
their existing processes and service with their current advisers.

Client bases with less than $100,000 of recurring revenue can 
be acquired below three times recurring revenue. Businesses 
with larger bases, some structured processes and stronger 
compliance are attracting multiples above three times 
recurring revenue.

Larger corporatised businesses with strong profits will achieve 
a higher sale price on a multiple of profit than on a multiple of 
recurring revenue. These businesses usually have strong new 
business prospects, over $1 million in gross revenue, and an 
adjusted profit margin in excess of 40 per cent.

The market continues to place significant focus on the multiple 
paid. However, the buyer needs to place equal – if not greater 
– focus on the sustainability of recurring revenue, and the 
number of client relationships that will transfer to the buyer. 

Many buyers are still seduced by the vendor’s ability to 
highlight revenue synergies, leading to an increase in the final 
price paid. However, revenue synergies are hard to define, 
difficult to set targets for, and often have no guarantee of 
being realised. The risk resides with the buyer and for this 
reason care should be taken when factoring such opportunities 
into the valuation.

Ultimately any acquisition needs to provide a return on 
investment that reflects the risk the buyer is taking. As a 
general rule, most buyers seek a 20 per cent return on 
investment to cater for financing costs, any client losses and 
integration expenses.

Post acquisition earnings and cash flow

A profitable business with five advisers, established processes and 
total turnover of $1.6 million has decided to acquire a small 
advice business with one adviser and a practice principal. 

The acquisition terms involve the vendor’s adviser coming 
across to the new business and the principal retiring. The buyer 
incurs $110,000 in additional expenses and $20,000 in one-off 
acquisition costs. However, earnings before interest and tax 
increase by 48 per cent in the three years post acquisition. 
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The combined business is projected to have strong cash flow to 
service both the principal repayments and interest costs, with a 
54 per cent increase in cash flow over five years. 

Acquisitions can more than double your profit (EBIT), while 
still providing you with strong cash flow to pay off debt. This is 
providing you have a well-established business with the 
foundations for growth in place including skilled advisers and 
strong processes, prior to acquiring.

“There is an imbalance. Demand currently outstrips 
supply in the marketplace five-fold.”

Chris Wrightson 
Director, Centurion Market Makers

“For buyers acquisitions can be challenging, so it’s impor-
tant they get the right advice on structuring their transac-
tion from legal and accounting experts.”

Ian Anderson 
National Head of Financial Planning Banking,  
Commonwealth Bank of Australia

Structuring a good deal 

Specialist acquisition legal advice is often seen as expensive, but 
relative to the acquisition cost it is a small price to pay to protect 
the buyer’s investment.

Acquisitions require specific skill sets and knowledge. Many 
buyers continue to rely on the advice and support of their 
lawyer/accountant, but these general practitioners seldom have 
the specialised skills required for an effective acquisition.

Martin Checketts, partner of law firm Mills Oakley, cautions 
that it is important to engage a specialist corporate lawyer who 
understands this kind of transaction. Otherwise, this may have 
the effect of slowing down and delaying the process, stalling 
negotiations and costing more money.

Issues identified through due diligence, or known risks, such as 
the likelihood of a percentage of clients leaving as a result of the 
acquisition, can be managed by commensurate adjustment of the 
purchase price and a deferred payment component. Contract 
wording in these instances is very important.

Figure 1.  AXA’s experience in 2009: recurring revenue multiples

Figure 2.  example results of acquisition after three years
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If you are concerned about the actions of the vendor after the 
sale, contracts can be used to restrain the vendor. However, 
these are often difficult, time-consuming and costly to enforce. 

Adrian Lynch, a senior associate at law firm Hall & Wilcox, says 
restraints of trade must be worded very carefully as they can be 
regarded as anti-competitive and should only go as far as is 
necessary to protect the goodwill of the business.

Unforeseeable events such as claims of negligence against the 
outgoing principal, or staff members who have injured 
themselves in the workplace, but have yet to make a claim, can 
be managed through vendor warranties and indemnities. 

Direct and indirect taxes will also influence the sale structure. 
Typically the way a business will be structured at sale is 
determined by the vendor, but it is important to know what 
kind of sale structure will benefit who and why.

Capital gains tax has an impact on the vendor, stamp duty on the 
buyer and GST potentially on both, and they all influence what 
the vendor will receive and what the buyer will pay. There are 
ways to manage, and possibly reduce, the impact of these taxes 
by considering how the business is structured before sale, at sale 
and after sale.

Janne Ashton of Plan Protect in Sydney sought specialist advice 
though a tax lawyer for her acquisition in 2008 and got a 
significant tax deduction. “It really helped us having that solid 
legal backing,” said Janne.

Before signing any indicative offers or term sheets, buyers 
should engage a lawyer and an accountant to identify the 
most advantageous way to structure the acquisition. 
Remember, many lawyers are not qualified to give advice on 
both tax and legal issues, so be sure to clarify you are getting 
the right kind of advice.

seALing the DeAL: integrAtion
Negotiating the deal is only half the battle in any acquisition. To 
get the most out of your purchase, you need to have planned the 
integration and be adequately resourced to make it work.

A thorough integration plan is an essential part of any acquisition. 
Acquisitions introduce new clients who need to be serviced and 
the buyer needs to establish relationships quickly. Acquisitions 
also introduce a range of product and supplier relationships your 
staff may not be familiar with, creating additional workloads and 
increased stress, combined with potential technical issues. Add 
to that new advisers and staff that need to engage in leading and 
managing the buyer’s business.

Many businesses which have completed successful acquisitions 
have a dedicated manager to oversee the integration of the 
acquired business or client base. This is often the practice 
manager or senior administrator in the business, freeing up the 
practice principal to focus on client-facing responsibilities. 
Generally, principals that get involved in acquisitions do so at 
the expense of generating new business.

The distraction these time-management pressures create, 
combined with increased debt repayments, reinforces the 
importance of a successful integration to ensure cash flow 
remains strong and earnings and business value increase.

Some important things to remember are:

l	 Client release protocols from the vendor’s licensee and 
agreed timeframes for revenue transfer.

l	 A 90-day plan to meet new clients, build rapport, establish 
trust and lay the foundations of your value proposition.

l	 Integrating client files and data into your business processes.

l	 Integrating new employees into your business processes.

PATrIck cAnIon
general Manager, rmg Financial services, WA

West Australian based financial advice firm rmg Financial Services had 
a busy 2009, completing three acquisitions in three months, with plans 
for more in the pipeline.

What prompted you to acquire additional businesses?

We knew we needed to get some scale to continue to be profitable into 
the future and develop expertise in particular areas of the market.

How did you search for suitable acquisition targets?

We did everything from personal approaches, advertising in the 
industry press, to direct mail-outs to advisers and a dedicated website. 
We also ran breakfast seminars in Perth with up to 40 people and I 
would go along as a guest speaker and talk about my experiences.

That’s how we came across our first acquisition: a self-licensed, 
stand-alone practice principal without a succession plan. John was 
in his mid 60s and looking to retire when he heard me speak at one 
of the breakfast meetings and approached our equity partner to talk 
about selling.

Have the acquisitions helped your business?

We have increased profitability at a greater rate than we have grown 
the business. In the last three years our funds under management have 

more than doubled, our normalised net profit after tax has increased 
and our annual growth is now 37 per cent. 

How did you integrate the business?

When we first started talks with John in 2006 it was apparent the 
cultural fit was right, but John wasn’t ready to retire immediately. We 
came up with an arrangement which would lock in the sale for a fixed 
multiple of recurring revenue at any time after two years, but not 
longer than three years, with a six month notice period for John.

We worked together for those three years to make the transition as 
smooth as possible. During that time you get to know them and it’s 
important to be open and honest.

John ended up giving us notice at the beginning of 2009 and we 
completed the acquisition in July. 

This acquisition was quickly followed by two more. Were 
these opportunistic purchases or part of a strategy?

You don’t just buy anything if the price is right. The devil is in the detail. 
The culture of the business and their value proposition is very 
important. In every business we have bought the vendors have known 
how their clients will be treated.

John’s clients were used to regular contact and were similar to our 
clients. Price is almost the last thing. It’s making sure the culture is 
right which is paramount.
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l	 Managing the retiring principal to ensure they remain 
engaged and supportive.

l	 Factoring the integration costs into your cash flow 
forecasts/budget and managing accordingly.

l	 Not over-servicing new clients at the expense of existing 
client relationships.

AXA’s APProACh
Acquisitions are seldom easy, but something all successful 
buyers have in common is a disciplined approach that reduces 
frustration for the vendor and the buyer and increases the 
likelihood of success.

MIcHelle VeITcH
Practice Principal, MAP Financial strategies, sA

The seasonal influences of a regional client base prompted Michelle 
Veitch and business partner Paul Bubner of MAP Financial Strategies 
in South Australia to look into diversification, resulting in the 
acquisition of a business in Adelaide that provided the practice with 
the diversity it needed.

How do you approach an acquisition?
We’ve always had a documented business plan with one, three and five 
year goals. I think you should always be planning – the world doesn’t stand 
still. We have completed a number of acquisitions at MAP Financial 
Strategies and with each acquisition we have kept on the retiring principal. 
Our experience is that it’s very beneficial to tap into the knowledge of the 
outgoing practice principal, for both the clients and our existing advisers. 
Our most recent deal was structured so that the principal retained a 20 per 
cent stake in the business with a fixed date to sell.

What are the challenges with acquisitions?
We’ve got two geographic locations for a start, so trying to get 
people working together who don’t know each other, who come from 
different businesses and can be protective of their patch, can be 
difficult. That’s where we found outside assistance was especially 
valuable. An outsider can pinpoint things we may not have 
necessarily seen for ourselves. 

What is the most important part of an acquisition?
An acquisition is essentially a transfer of trust. Clients see that their 
adviser trusts the new practice and we respect the existing relationship 
that the adviser has built up with their clients.

Throughout our acquisitions we made sure the acquiring adviser’s 
status was maintained with the client, and that the adviser was 
comfortable with the money they were receiving and comfortable 
working with us for the next few years. 

We actually have a policy of making sure the practice principal is 
included in management and strategy meetings, but only for the first 
12 months. After that they use the extra time for other projects. We 
find the outgoing practice principal can be a valuable mentor for our 
younger, less experienced financial advisers. They have a lot to offer 
and a lot to pass on and we respect that.

Were there any surprises during your acquisition?
Integrating an acquisition is not always easy. It’s harder to address 
change with older advisers. We find they can be protective of their 
clients and assume they know best, or will be inflexible about new 
processes and practices saying, “I did it this way”.

However, we know the practice principals are only going to be around 
for a short period of time, so it’s definitely worthwhile for the clients’ 
sake to have the principal around.

 Step Action

1. Getting acquisition-ready Update your business plan. 
 Develop your business value proposition. 
 Model financials to confirm borrowing capacity. 
 Review possible options, deal structure and valuation.

2. Identify your target Analysis of information memorandum. 
3. Initial due diligence Fact find – articulate financial, compliance and business data. 
4. Indicative offer Financial modelling to assess value. 
5. Finance approval Commercial assessment and recommendation to proceed. 
 Facilitate meetings with management. 
 Set agenda and timeframe. 
 Project management of tenders, lawyers and Licensees. 
 Compliance audit.

6. Final due diligence Financial due diligence.

7. negotiation and agreement Loan application. 
 Agreements – sale and purchase, consultancy. 
 Negotiate and agree on terms and conditions.

8. Transfer of ownership Integration workshop and action plan. 
 Template client letters and seminars. 
 Transfer client base.

Table 1.  The eight steps to negotiating the deal
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AXA’s experience

AXA has more than seven years experience helping financial 
advice businesses realise their potential through acquisition and 
succession. To date AXA has:

l	 assisted 50 advice businesses through ∙our Grow offer, 
acquire total recurring revenue of $8.058 million 

l	 enabled 187 advisers to establish their own business by 
acquiring a client base through our Discovery offer.

l	 invested $25 million through Genesys’ Equity Model to 
support advice businesses in their acquisition and 
succession plans

l	 helped 45 practices with growth and succession solutions 
through ipac EquityPartnering.

Conclusion

As our industry heads toward further consolidation, the trend 
towards larger scale financial advice businesses will become 
more pronounced. Profitable practices with a tangible client 
value proposition, strong leadership and good business 
processes can take advantage of the current environment. 
Tapping into the knowledge and experience of experts in the 
field can help facilitate a smooth and successful acquisition that 
grows your business. l

Ten eSSenTIAlS For A SucceSSFul AcquISITIon

1. Solid preparation and business planning.

2. A shared vision, business compatibility and cultural fit.

3. Flexibility at the negotiating table.

4.  A balance between acquisition activities and normal business 
operations.

5. Strong relationship management and clear communication.

6. Realistic integration timeframes and expectations.

7. Expert advice from relevant external specialists. 

8. Thorough due diligence.

9. Sound integration and transition planning.

10. Ability to adequately finance the deal.

note
1 Plan For Life, wealth management total funds under management, Decemer 2008
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