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SPOTLIGHT ON 
SUCCESSION 
STRATEGY
Succession remains the key challenge for most law firms no matter 
what your size, whether you are looking at dealing with it internally 
or externally. This often leads to merger/acquisition activities which 
are set to increase significantly, after seeing a nine year low on 
transactions in 2020.

Following our Legal succession strategy webinar week, we have 
put together, with the help of our guest speakers, key points from 
each session.

 

SIGN UP TO 
RECEIVE OUR 
BUSINESS UPDATES

Hazlewoods LLP and Hazlewoods Financial Planning LLP produce regular 
updates, using our expert commentary to provide you with information 
about our services, events and topical premium business news.

SIGN UP/UPDATE ONLINE:  http://bit.ly/hazlewoods



KEY CONSIDERATIONS FOR A 
SUCCESSFUL MERGER/ACQUISITION
FIRM FOUNDATIONS 
The long term success of a law firm merger depends on the 
process having firm foundations. From the outset, arguably 
before any discussions between firms even commence, 
having a clear purpose for the merger is essential. That 
purpose must include an understanding of how the merger 
will benefit the clients of both firms involved – if the clients 
do not benefit then it is less likely that the full potential 
financial benefits of the merger will be achieved.

COMMUNICATIONS PLAN 
A well-managed communications plan can smooth some of 
the inevitable uncertainty and disruption that will be caused 
by the merger process. Communication internally will help 
with retention of partners and staff, positive communication 
externally will help with future recruitment and with 
messaging to clients.

INTEGRATION 
This is not just about IT, practice management and 
finance systems. What is more, integration does not stop 
on completion day. The integration change process must 
continue for months, if not several years, to truly bring 
people, clients and opportunities together within the 
new firm.

Integration of teams in particular takes time, but it must not 
be allowed to drift. Of course, individuals will strike up their 
own relationships with their new teammates in their own 
time, but keep your ear close to the ground and discourage 
any ‘them and us’ sentiment before it takes root.

THE DOMINANT FORCE 

There will usually be a dominant force in a merger, but that 
does not always mean that their systems and/or processes 
are better. Although taking a ‘one firm’ approach early on 
will mean that integration is more effective in the long run, 
a merger or acquisition is a good opportunity for all sides 
critically to assess what they do and how they do it. The 
term ‘synergy’ is overused and not always fully understood, 
but by taking the best elements from each other’s systems, 
a post-transaction practice really can add up to more than 
the sum of its component parts. 

WHAT IS CLASSED AS SUCCESSFUL 

What is classed as successful by one stakeholder in a firm, 
may not be viewed in the same way by another. Discussing 
and understanding what everybody wants from a deal 
beyond the financial aspects is critical and having the frank 
conversations at the beginning of the process is a vitally 
important early step to take.



LOOKING AT YOUR OPTIONS
START EARLY 
Succession planning starts the 
moment you become an owner.   
It does not start the moment you 
decide that you want to sell.  By 
starting early you maximise your 
opportunities in terms of options 
both internally and externally.

UNDERSTAND THE 
PERCEPTION OF VALUE 
Value means different things to 
different people.  Understanding 
what you want from the deal is key 
whether it is goodwill, avoiding run 
off cover, getting work-in-progress 
paid, securing income for a period 
of time post sale, or working as part 
of a bigger organisation to unlock 
greater value in the long term.  

GET YOUR BUSINESS IN 
“SHIP-SHAPE” 
The perception of value can often 
be chipped if a business is not in a 
good shape.  This means dealing 
with dilapidation issues, bad debt 
problems, old work-in-progress etc.  
Buyers are attracted to well run 
business that are profitable but also 
have the opportunity to increase 
profitability in the future.  This also 
makes the whole due diligence 
process a lot easier for all parties.

WHAT TO THINK ABOUT 
WHEN CONSIDERING 
A SUITABLE MATCH
VALUE PROPOSITION 
Having clarity about your value proposition and being able to 
articulate it clearly is vitally important in any M&A process. 
Whether a firm is acquiring, merging or selling, in addition to asking 
themselves what is in it for me?’, more importantly they must ask 
what is in it for the other party?’. Investing time to scenario plan and 
play out the various questions or directions that conversations may 
take will be invaluable.

PREPARATION 
Businesses that display good corporate governance, financial 
best practice, operational and administrative organisation are 
significantly more appealing to acquirers or lead merger parties. 
Firms should take a pro-active approach to preparing the business 
for conversations with third parties.

GROWTH 
Growth will not find you. Serendipity is not a strategy. If growth 
through M&A is part of your strategy – you should be planning, 
researching and proactively knowledge gathering to achieve the 
outcomes you desire.

10 AREAS TO CONSIDER WHEN PREPARING 
YOUR FIRM FOR EXIT/MERGER:

>  Financial

>  Insurance

>  Technology

>  Property

>  Workforce

>  Online

>  Suppliers

>  Clients

>  Miscellaneous

>  Corporate 
Governance



PROFESSIONAL INDEMNITY INSURANCE
If you are considering a law firm merger or acquisition, then you need to take great care to 
understand what the position will be as far as you professional indemnity insurance (PII) is 
concerned. The issues are as follows:

There are very detailed rules that determine when a 
firm will be a “successor practice” for PII purposes and 
in some scenarios the outcome might be different to what 
you had expected. If your firm is a “successor practice” 
then you will be responsible for any claims that are made 
against an acquired or merged practice in the future, 
unless that firm confirms and pays for elective run-off 
cover in advance of their closure. Discuss the position 
with your broker in the first instance and consider taking 
specialist advice for complex scenarios.

Obtain a copy of a firm’s latest PII proposal form and 
up-to-date claims history at a very early stage. Merging the 
data relating to gross fees and areas of work will enable you 
to understand what the profile of the combined practice will 

look like. This can be relevant to the range of insurers that 
will have appetite for your business in the future. If you are 
taking responsibility for claims as a “successor practice”, you 
also need to remember that the historic claims history for 
the prior practice will become part of your claims history.

Advise your broker of your plans at the earliest 
opportunity. They can liaise with your insurer and find out 
what the potential premium would be after the merger or 
acquisition and whether underwriters have any concerns 
about your proposals that would represent a barrier to 
them continuing to offer cover at renewal.

Always remember – no PII, no practice.



HOW TO DEAL WITH THE COMMERCIAL 
AND REGULATORY ISSUES
Maintaining confidentiality in M&A transactions is 
mission critical and takes meticulous planning. Share 
information only on a strictly need-to-know basis, use 
properly drafted non-disclosure agreements and consider 
private emails for sensitive exchanges - and whatever you 
do, watch what you say at the kitchen table.

Though largely non-binding, transaction heads of 
terms are where you set the ground-rules for the 
future negotiations. Bargaining positions are generally 
weakened by trying to change them once signed, so it is 
worth investing in specialist financial and legal input to get 
them right, particularly around issues such as deferred 
consideration, exclusivity and restrictive covenants.

Regulators are a law unto themselves and operate 
to their own timescales. It is never too early to 
start planning for M&A regulatory approvals and 
consider carefully all your options for the future 
regulatory regime you need or want to operate within. 
Also, be mindful of your data protection obligations 
in connection with the sharing of client or staff 
information, however well redacted - the Information 
Commissioners Office has M&A transactions as an  
area of high risk focus and the penalties are scary. 
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