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Whether you're evaluating a practice to buy or starting to
think about your exit, the preparation work looks the same.

E This guide has two parts: a walkthrough of why the process
breaks down for small firms and what to do about it, and
a checklist for your specific track that you can use as a
working document.
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Part 1: The Guide

Why This Matters

More firms will change hands in the next decade than at any other point in this industry's history. But
buying and selling for small firms is still built on a process designed for large firms with legal teams
and brokers. The traditional seller's journey has 10 steps. The traditional buyer's journey has 12. Every
one of those steps is a point of failure. Go in without preparation and this is what it tends to look like:

© Undervalued exit. Owners take less than © sStaff left in the dark. No clarity, no
they've earned. Decades of work don't communication. The team gets pulled into a
translate to full compensation. situation they weren't prepared for.

© Unfriendly earn-outs. Long payout periods © Broken trust. The trust clients had in the
tied to client retention the seller can't original owner doesn't automatically transfer
control once the deal closes. to the new firm.

© Disappearing clients. Many leave not © Misaligned incentives. The advisors
because they wanted to, but because the facilitating the deal do repeat business with
experience changed during the transition. buyers, not sellers.

Every one of these is avoidable. The firms that avoid them are the ones that started
preparing before they were in a deal.
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The Five Steps

Every failure point above traces back to the same root cause: no one defined what preparation
actually looks like before the deal started. The firms that get this right aren't the ones that moved
fastest. They're the ones that started earliest, using the same five-step framework whether they were
buying or selling.

The framework works because it separates the thinking from the transaction. Understanding the

process, assessing what you actually have, preparing the infrastructure, documenting the terms, and
executing the transition are all steps you can work through before a single conversation with a buyer
or seller happens. That's the point: the outcome's decided years before the negotiation, not during it.

Understand Assess Prepare Document Execute

Know what a Know exactly what Build the Define your terms Make the transition
good transaction you have or what infrastructure that before negotiation happen cleanly, in
looks like before you're buying determines your begins. stages, with a plan.
approaching before the process outcome.

anyone. starts.

There's also a faster way to think about the transaction itself. A traditional sale transfers an entire
practice at once, with an earn-out tied to the seller's continued involvement. An alternative model
transfers servicing of client groups in stages, in exchange for a percentage of ongoing revenue.

Sellers start collecting income sooner and aren't tied to a multi-year earn-out. Buyers reduce upfront
capital and tie payment to revenue that's actually realized, not projected. Both checklists in Part Two
reference this as “Revenue Exchange” alongside the traditional path, since which one fits depends on
the specific deal.

Where a Document Vault Fits Into This

Two things determine whether a transition goes well: who controls the data, and who controls the
money flow. Most of the breakdowns in a transition trace back to one of those two things being
unclear.

On the data side, this process runs through a lot of sensitive material. Master client lists, prior-year
returns, engagement letters, financials, legal agreements. If that's scattered across email threads and
personal drives, it's a liability during due diligence and a bottleneck during transition. A firm running
on a secure document vault with a client portal, audit trail, and eSignature already has most of Step
2 and Step 3 done before the process even starts. Compliance controls that meet SOC 2 Type 2, FTC
Safeguards, and IRS Publication 4557 standards also matter here specifically, since a buyer's due
diligence will ask about exactly this.

On the transition side, sequencing matters. Sending engagement letters, collecting signatures, and
handing off client files in stages instead of all at once is what protects staff and client experience
during Step 5.
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Part 2: The Checklist

This section is a working document. Find your track below, buying or selling, and work through the
five steps in order: Understand, Assess, Prepare, Document, Execute. Each step maps directly to the
framework in Part One, so if a checklist item doesn't make sense on its own, that's the section to go
back to. Where a step lists a traditional sale and a revenue exchange side by side, decide which path
fits your deal before you start checking boxes, since the parameters differ.

A Few Terms Worth Knowing

e ARPC (Average Revenue Per Client): Total client revenue divided by number of clients.
Higher is generally better for buyers evaluating a target.

e Revenue saturation: How much of a client's potential spend the firm is already capturing.
Lower saturation signals more upside.

e Earn-out: A payout structure where final seller compensation is paid over time, usually
tied to client retention after close.

e Revenue exchange: An alternative to a traditional sale where servicing of client groups
transfers in stages for a share of ongoing revenue, rather than a lump-sum earn-out.

 Non-circumvention: A clause preventing either party from going around the agreement to
deal directly with the other's clients or staff.
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Track A: If You're Buying a Practice

0 Understand the Process

0 Learn the difference between a traditional acquisition and a staged revenue exchange

0 Define what a successful acquisition looks like for your firm specifically

00 Understand how earn-out structures work and what determines final compensation to the seller
0 Decide which transaction type fits your goals and current capacity

@ Assess the Target Practice

Client Revenue

0 Identify how much revenue is recurring vs. one-time

0 ldentify how much revenue is under active engagement agreements
[ Calculate average revenue per client (ARPC) across the full roster

00 Categorize clients: compliance-only vs. advisory/planning

[ Assess revenue saturation per client

Staff

(1 Document all current roles and tenure

0 Determine which staff you want to retain

0 Assess whether retained staff will need to be replaced or repositioned
0 Review existing compensation, benefits, and any lock-up agreements

Operations and Logistics

Document the target firm's technology stack and assess alignment with yours
Review real estate situation: virtual, office-based, lease terms and flexibility
Clarify what you are buying: assets, stock, or client data

Pull up-to-date P&L and balance sheet

Locate and review all legal agreements and IP

O oo od

First-time buyers: if the numbers work, you can make almost any transaction work. Start with the
revenue picture and work down the list.

€) Prepare Your Infrastructure

Client Data and Service Delivery

01 Define your ideal firm profile: client count, service mix, staff structure

(1 Confirm your current capacity can absorb the incoming client volume

0 ldentify service gaps between what you offer and what the target firm delivers

00 Create an upgrade offer for incoming clients to add advisory or planning services

Buyers who already run a clean, systemized practice absorb acquisitions faster and lose fewer clients

in the transition.
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Systems and Documentation

(0 Confirm your technology stack can absorb the incoming firm's data
0 Document your onboarding process so it can be replicated at scale
[0 Prepare a transition communication plan for incoming clients

(1 Create a basic training outline for any staff being retained

Define Your Terms Before Negotiating

Traditional Sale

0 Define your purchase price ceiling and valuation methodology before any conversation starts
0 Clarify what is being purchased: assets, stock, or client data

[ Outline payout terms, vesting conditions, and non-compete requirements
Revenue Exchange

Define the revenue share percentage you are willing to pay

Define the payout period and any bonus intervals

Set a minimum service standard you will commit to for the seller's clients
Document what ongoing support the seller is responsible for post-transfer
Establish a client communication plan for the transition period

O oo oo

Decide your parameters before the conversation. Negotiation goes better when you're comparing

numbers, not discovering them in real time.

° Execute the Transition

[0 Sequence the operational transition: legal agreements first, then payroll and benefits, then
technology transfer, then client communication

00 Schedule introductory meetings with key clients as soon as agreements are executed

0 Confirm all client communication presents the new firm as an extension of the previous practice,
not a replacement

a Personal Readiness

0 Write down your “why” before the process gets hard

[0 Confirm you control the data and the money flow before anything transfers

0 ldentify a neutral mentor for perspective outside the deal

(1 Define what a “good” deal means for you, in writing

No one else gets to define what a good deal looks like. If it moves you toward what matters most in
your life, that's the right decision for you.

smartvault.com




EI SmartVault

Track B: If You're Selling a Practice

o Understand the Process

[ Learn the difference between a traditional sale and a revenue exchange
00 Decide which transaction type fits your goals
(1 Define what a successful outcome looks like for you personally

6 Assess the Practice

Client Revenue

(1 Categorize clients: compliance-only vs. advisory/planning
[ Calculate average revenue per client (ARPC)

0 ldentify revenue under active engagement agreements

[ Calculate total revenue by group

0 ldentify recurring vs. one-time revenue

Staff

(0 Document all roles and tenure

0 Confirm policies and procedures are documented

(1 Confirm compensation and incentives are clearly defined
[0 Assess whether staff have retention agreements

Operations and Logistics

Document your current technology stack

Pull up-to-date P&L and balance sheet

Review real estate situation (lease terms, flexibility)
Locate and organize all legal agreements and IP

O 0o oo

Q Prepare Your Infrastructure

Client Data and Service Delivery

[ Define service tiers: what each client is actually receiving

0 Anchor fees to service tiers, not historical rates

0 Compile a clean master client list with billing and service history

[0 Reprice underpriced clients before the transaction starts

Sellers who reprice clients before negotiating go in with a stronger asset. Underpriced clients built into
the roster lose money before the deal even closes.
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Systems and Documentation

[0 Standardize service delivery so the new firm can replicate the client experience
[0 Move all client data to a secure document vault

0 Document technology systems and data transfer process

(1 Assess operating space: selling point or liability?

Define Your Terms Before Negotiating

Traditional Sale

0 Up-to-date financials ready to share
0 All employee and vendor contracts organized

0 IP, domain ownership, and referral partnerships documented
Revenue Exchange

(1 Define revenue share percentage before approaching any buyer
0 Define payout period and any bonus intervals

[0 Set minimum service standard the receiving firm must meet

0 Define ongoing support responsibilities post-transfer

0 Document client communication plan for the transition

Decide your must-haves before the conversation. Negotiation goes better when you're comparing

parameters, not discovering them in real time.

° Execute the Transition

0 Transfer client groups in stages, starting with recurring service clients
0 Confirm the receiving firm presents as an extension of your practice
[0 Coordinate client communication jointly with the receiving firm

@ Personal Readiness

0 Write down your “why” before the process gets hard

[0 Confirm you control the data and the money flow before anything transfers

0 ldentify a neutral mentor for perspective outside the deal

(1 Define what a “good” deal means for you, in writing

No one else gets to define what a good deal looks like. If it moves you toward what matters most
in your life, that's the right decision for you.
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Next Steps

Get Everything Organized

Everything in Step 2 and Step 3
depends on clean, organized, controlled
client data.

SmartVault's document management
and client portal are built for exactly
this: securely storing and sharing
client files, collecting eSignatures on
engagement letters and transition
documents, and keeping an audit trail
a buyer will actually want to see. If
you're preparing to buy or sell, getting
your documents into a system like this
before you start is one of the highest-

leverage moves in this whole guide.
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Get a Free Pricing Review

You can't skip the revenue side of this process
(Step 2 and Step 3 on the client-repricing front).

This free Client Roster Review is a walkthrough
of the client list to find underpriced clients,
missed advisory opportunities, and revenue
that's already sitting in the existing roster. It's a
useful gut-check before you price a firm you're
buying or reprice a firm you're preparing to

sell. This free review is offered by SmartPath.
Founder and VP, Will Hamilton, has worked with
over 2,000 firms on pricing strategies, helping
them uncover thousands of dollars. One firm's
review surfaced $91,277 they weren't collecting,

without adding a single new client.

Schedule a Free Roster Review



https://www.smartvault.com/book-a-demo/
https://smartpath.co/roster-review/?utm_source=smartvault&utm_medium=pdf&utm_campaign=go_live&utm_content=what_should_i_charge

