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IFA Acquisition Transaction Process 

This document outlines what to expect during a purchase process in the FCA regulated space. It is 

not exhaustive; no two transactions are the same. The following paragraphs are a guide to the 

typical stages involved, and what might be experienced. 

Stage 1 – Acquisition Strategy and Parameters and selection of advisers 

Any firm contemplating making acquisitions should agree a strategy for acquisitions and the 

rationale for them, as well as funding and resources to ensure, as far as possible, that they will be 

successful. This process is also likely to include agreement regarding the broad parameters for 

targeting IFA firms to target – for example, geographic location, client profiles, and number of 

advisers and funds under management etc.  It is also important to ensure that experienced lawyers, 

and tax advisers have been retained as well as specialist firms to undertake due diligence if there is 

not the requisite resource internally.  

Catalyst Partners can provide assistance and input, as required. 

Stage 2 – Identification of target firms 

In some instances, there will be just one or a limited number of firms already known to the acquiring 

firm that they have decided that they wish to buy, and the Directors/Partners of those firms may 

already be people that the acquiring firm knows. However, in most instances, the acquiring firm will 

need to use other means to identify suitably “qualified” firms to buy. Often this will involve the use 

of business brokers, and if so, it is important to both ensure that they have both the market 

knowledge and experience to access suitable firms, as well as to agree their terms of business. 

Catalyst Partners can assist in identifying prospective sellers that are likely to be a match. Some 

acquirers may have already identified potential firms to acquire and if so, Catalyst Partners can 

provide input regarding their potential suitability based on the agreed criteria. 

Stage 3 – Approaching potential sellers and/or arranging introductions 

The acquirer will either make a direct approach to firms that they already know or be introduced by 

the business broker. Catalyst Partner will attend initial meetings where this is the acquirer’s 

preference; this provides an independent view. 

Stage 4 – Initial assessment  

Some acquirers will only wish to acquire one firm at a time, whilst others will want to run several 

deals “in parallel”. Whichever strategy is being followed; acquirers will typically issue an information 

request document to firms that they are interested in following the initial meeting. This is likely to 

focus on the financial position of the seller as well as gaining an insight into the seller’s clients, 

proposition, and compliance history – with specific reference to Defined Benefit Transfers and the 

availability of continuing PII cover. 

Second meetings may then be arranged to clarify specific aspects. 
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Stage 5 – Issue of Indicative Offer/Heads of Agreement 

The acquirer will then make an indicative offer received and will usually, aside from setting out the 

financial terms of the offer, also confirm the source of funds, timescales, resources, and other 

aspects that they deem relevant. Sometimes the offer is made in the form of an outline Heads of 

Terms (HOT). In larger or more complex transactions, a detailed offer letter may be a precursor for 

the Heads of Terms.  

The Heads of Terms is a letter of intent, the culmination of the discussions undertaken so far and 

setting out the intention to contract the sale and purchase. It is prepared by the lawyers acting for 

the acquirer and will need to be reviewed and agreed by the vendor’s lawyer. It should be 

remembered that this is the intent to contract - the full detail of the transaction and accompanying 

warranties, indemnities and disclosures will eventually be contained in the full Sale and Purchase 

Agreement (see below). Catalyst Partners can provide input into the drafting as required, working in 

conjunction with the acquirer’s lawyers. 

Stage 6 - Due Diligence 

Once the Indicative Offer/Heads of Terms have been agreed – including an exclusivity period of 

typically three months, the acquirer will begin the diligence process. Larger acquirers will have their 

own in-house specialists, whilst smaller acquirers will look to use external resource. 

There will be a large amount of data to be provided and typically the lawyers will set up a virtual 

data room where the requested information may be placed. The data room is fully encrypted and 

secure and as this is obviously sensitive and confidential information, both parties agree in advance 

who, other than the legal teams, will have access to the data room. 

To begin the process, a detailed document is usually sent to the vendor by the acquirer with a full 

range of detailed questions. Apart from making information available, it is usual to undertake 

meetings as well. These may include visits to vendor’s premises by tax or legal teams undertaking 

diligence, sometimes over several days.  

Additionally, further meetings with the vendors are likely to take place to consider options relating 

to running the business post-acquisition. These could include meetings to discuss staff retentions, 

exit terms, premises, investment process, client/adviser continuity and a range of other matters as 

required. 

The diligence process can take anything from three or four weeks for a small business, through to 

several months for a large transaction involving a more complex organisation with considerable 

detail. 

Catalyst Partners can either comment on the due diligence or, in specific circumstances, undertake 

elements where it relates to governance, proposition, people and other commercial aspects, but 

excluding file reviews and any legal aspects. 
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Stage 7 – Sale and Purchase Agreement 

The Sale and Purchase Agreement (SPA) is drafted by the acquirer’s legal team and presented to the 

vendor’s legal team as a first draft. This is the key document that sets out the acquisition terms, 

including the price, expectations, warranties, and indemnities. The vendor’s lawyer will analyse the 

draft, share it with his clients (with or without comments or a meeting) and commence negotiations 

with the other party on amending the document. Both parties are seeking the best outcomes for 

their respective clients, so there is always some give and take, leading, usually, to several versions of 

the document being produced over the ensuing weeks. 

Where there are issues that cannot be resolved between the respective lawyers, it may be necessary 

to arrange what is often termed “an all-parties meeting” involving the acquirer and vendor and their 

lawyers with an agreed agenda.  

It is a requirement by the legal profession that the vendor’s lawyers meet with his client to explain, 

in full, the warranties and indemnities contained in the SPA.  

Stage 8 – Disclosure Letter 

The vendor’s lawyer will draft the disclosure letter, which usually accompanies the SPA. The vendor 

can raise and discuss with the lawyer any concerns there may be and for the lawyer to answer any 

queries and explain the rest of the process. This document is prepared by the vendor’s lawyer. Just 

as the SPA has set out the terms and warranties and indemnities, the Disclosure Letter provides the 

vendor with the opportunity to identify any exceptions to the warranties required by the acquirer in 

the SPA. The buyer will usually agree that the seller will not be liable for a breach of warranty where 

the matter giving rise to the breach was disclosed in the disclosure letter. It is therefore an 

important document for the vendor and requires careful consideration, with full guidance being 

given by the lawyer. 

Stage 9 – Change in Control (CiC) application submitted to the FCA 

Where the transaction is for the purchase of the shares in the vendor’s business, the FCA require a 

CiC application to be submitted which will amongst other things provide details of the proposed 

transaction, a business plan, and where applicable, the source of funding for the transaction. The 

FCA has up to 60 days to respond to a CiC once it is deemed complete. It is usually submitted once 

due diligence is completed and there is a strong likelihood of the transaction being completed. 

Stage 10 – Exchange and Completion 

Both parties are likely to have a target date for completion, which is usually sent out in the Heads of 

Terms and will usually be once the FCA have approved the CiC. Therefore, it may be necessary to 

have different dates for exchange and completion, pending regulatory approval. On exchange of 

contracts without simultaneous completion, the acquirer will require certain undertakings to be met 

by the vendor. These will be a range of points, but one example would be not to commit to any 

capital spending that would not be part of the normal running of the business. It is not in the 

interests of either party to have a protracted period before full completion. 


