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Abstract

Professional-services consolidators increasingly describe acquisitions through artificial intelligence,
proprietary data, specialist talent and cross-selling. These descriptions can identify genuine
capability. They can also combine several unlike assets: third-party software licences, reusable
delivery methods, customer-specific configurations, unstructured documents, individual expertise and
early-stage automation pilots. A buyer that capitalises the label rather than the evidence can pay for
benefits that remain dependent on a vendor, a founder, a single client or an untested integration plan.

This paper develops a transaction framework for Al-enabled professional-services roll-ups. It defines
the acquisition thesis, maps capability and evidence, reconstructs recurring revenue, measures talent
and client dependency, and bridges claimed Al productivity to sustainable cash economics. It also
examines data rights, model-provider concentration, cybersecurity, competition review,
purchase-price allocation, financing and post-close governance. The framework is designed for
advisory, accounting, legal, engineering, staffing, consulting, managed-service and other
knowledge-intensive businesses in which human judgement remains part of delivery.

Five original figures and five decision tables turn the analysis into an acquisition scorecard. A
worked example shows how apparent EBITDA growth can change after client givebacks,
implementation cost, retained human review, model expenditure and capacity release are tested.
Every amount, percentage, multiple, score and scenario in the example is a hypothetical analytical
assumption. The paper does not provide a valuation, forecast, accounting conclusion, legal opinion or
recommendation for any company or transaction.
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1. Define the acquisition thesis before valuing the Al label

A professional-services roll-up can seek geographic reach, sector credentials, specialist expertise,
client access, recurring managed work, delivery capacity, proprietary workflow assets or a
platform for further acquisition. The transaction mandate should state which of these mechanisms
is expected to create value and which evidence could disprove it. A buyer seeking a stable
cash-generating platform needs a different diligence emphasis from a buyer seeking to transform
human-intensive work into a technology-supported service.

The thesis should identify the unit of acquired capability. A named AI product may be a
third-party model connected to a document repository. A claimed platform may be a set of scripts
used by two teams. A valuable capability may exist without a software product, through curated
data, a repeatable method, experienced operators and disciplined quality control. The analysis
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should therefore begin with the customer problem, the delivered outcome, the workflow and the
evidence of repeatability.

The transaction perimeter should map acquired entities, client contracts, employees, contractors,
intellectual property, data, software licences, cloud commitments, subcontractors and shared
group services. The financial perimeter should reconcile statutory accounts, project reporting,
time records, invoices, receivables, deferred income and cash receipts. The operating perimeter
should show where work is sold, designed, performed, reviewed and accepted.

The investment committee should receive falsifiable questions. Does the capability improve price,
win rate, delivery time, quality or capacity? Does it remain usable after a change of control? Can
it operate across several clients without breaching rights or rebuilding every workflow? Are the
people who understand the system likely to remain? Can the buyer fund the integration and
governance needed to realise the case? Each answer should connect to price, structure, financing,
protection, integration or the decision to stop.

The thesis should specify the counterfactual. The buyer may be able to hire a team, license a
comparable tool, build the workflow internally or form a commercial alliance. Acquisition is
attractive when control, speed, scarcity, client access or integration value exceeds the cost and
risk of those alternatives. A build-buy-partner comparison should use the same capability
definition, required investment, time to production, client adoption and risk standard. This
prevents the acquisition process from treating scarcity created by marketing as economic scarcity.

Board approval should identify the period over which value is expected to emerge. Immediate
value may come from existing client cash flows. Medium-term value can depend on integrating
sales, delivery or data. Longer-term value may require productisation and portfolio learning.
Separating these horizons clarifies the appropriate source of capital, consideration structure,
management incentives and monitoring cadence. It also prevents a long-term option from being
used to justify a near-term earnings adjustment.

2. Build a capability taxonomy that separates evidence from branding

Al capability in professional services can be organised into six layers: client problem definition,
workflow knowledge, data and rights, models and tools, delivery operations, and commercial
distribution. The layers are complementary. A technically strong model can produce limited value
when the firm lacks usable data, client consent, integration capacity or a route to market. A strong
distribution network can monetise a modest tool when it solves a frequent and costly problem.

The taxonomy should identify whether each component is owned, licensed, customer-provided,
employee-held or publicly available. It should state the jurisdictions, contracts and systems that
govern use. A method documented in manuals and embedded in training is more transferable than
undocumented founder knowledge. A reusable connector with tested controls is different from a
demonstration assembled for a transaction process. A governed data corpus with traceable rights
is different from documents that clients allowed the target to access for one engagement.

Capability maturity should follow observed production use. Useful stages include concept,
prototype, controlled pilot, limited production, repeatable production and portfolio-scale
operation. Evidence can include deployment logs, version records, incident history, client
acceptance, realised hours, margin cohorts and renewal behaviour. Management presentations and
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product demonstrations can explain the proposition. They do not establish production economics
on their own.

The capability map should be performed at engagement level before aggregation. A target may
use the same brand for several workflows with different data rights, model dependencies and
human-review requirements. One workflow may be repeatable across clients while another
remains customised. Aggregating the two can overstate transferability and conceal the delivery
cost of exceptions. The register should therefore record each material workflow, client population,
production version, accountable owner and evidence period.

Capability should also be assessed against client alternatives. A workflow can be operationally
effective while remaining easy for a client, software vendor or competitor to reproduce.
Defensibility may arise from accumulated outcome data, integration into client processes,
regulatory accreditation, specialist judgement, a trusted relationship or distribution. Each claimed
barrier should be tested through contracts, observed win-loss evidence, client interviews and
replacement analysis. A technical feature without a durable adoption mechanism may support
revenue without supporting a valuation premium.

Figure 1. Capability map for an Al-enabled professional-services acquisition

AI VALUE IS A CONNECTED CAPABILITY SYSTEM

Client problem Workflow Data and Models and Delivery and
and outcome knowledge rights tools controls

COMMERCIAL DISTRIBUTION AND CLIENT TRUST

Win, price, deliver, renew and expand with reproducible evidence

Durable value requires evidence across the connected commercial, operational and control layers.
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Table 1. Capability evidence matrix

Capability Stronger evidence Weak signal Transaction question

documented process, can another team reproduce

workflow .. founder demonstration .
controls and training it?
lineage, rights, quality and . can the buyer retain and
data £¢, MEN1S, quatily volume without provenance uyer’
permitted uses reuse it?
roduction logs, code rights does it work at required
technolo P ’ rototype or vendor label
gy and tests prototyp v scale?
role map, retention and . who carries irreplaceable
people . generic headcount
succession knowledge?
o hort win, pri d — . bilit h payi
distribution cohort win, price an pipeline narrative can capability reach paying

renewal evidence clients?

The matrix links each claimed asset to transferability and realised economics.

3. Establish evidence lineage from source to investment decision

Every material claim should retain a path to source evidence. A controlled register can assign
stable identifiers to clients, engagements, contracts, statements of work, invoices, employees,
code repositories, models, data sets, deployments and incidents. The register should record owner,
system, period, extraction date, transformation rule, reviewer and unresolved exception. This
allows management, advisers and lenders to reproduce the calculations that support value.

Al can accelerate document classification, clause extraction, code review, invoice matching and
anomaly detection. Each output remains an analytical lead until the source and commercial
meaning are reviewed. A model may identify a termination clause while missing an amendment.
It may group companies with similar names while failing to identify separate budgets. It may
detect reusable code while overlooking a licence that prevents transfer.

The decision record should distinguish sourced fact, calculated result, professional judgement and
hypothetical scenario. That separation is especially important when management has used an
Al-generated classification or forecast. NIST's Al Risk Management Framework and Generative
Al Profile emphasise governance, measurement and management of risks across the lifecycle.
The practical transaction implication is a traceable chain from claim to evidence, reviewer,
limitation and decision.

Population completeness should be proven before samples are interpreted. Contract repositories
can omit side letters, local work orders or inherited agreements. Code repositories can omit
production scripts maintained by individuals. Customer reports can group several legal buyers.
The diligence team should reconcile record counts and values across independent systems,
investigate breaks and document residual coverage. A precise analysis of an incomplete
population can produce a confident but misleading conclusion.

Evidence access should survive closing. Data rooms are temporary and management teams
change. The buyer should preserve the final register, source identifiers, calculation logic,
approvals and known limitations in a controlled repository. This package becomes the baseline
for purchase-price allocation, integration, covenant reporting and post-close back-testing. It also
allows later teams to distinguish an original assumption from a result observed after acquisition.
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4. Test whether tools are owned, controlled and transferable

Technology diligence should inventory source code, models, prompts, connectors, data pipelines,
deployment scripts, third-party libraries, cloud services and vendor contracts. Ownership records
should cover employee and contractor assignments, acquired code, open-source obligations,
development partners and client-funded work. Repositories should be reconciled to production
deployments and to the people who maintain them.

Third-party models can provide powerful capability without creating a proprietary model asset.
The economic question is whether the target owns a differentiated workflow, data advantage,
control system, integration or distribution position around the model. Vendor terms should be
reviewed for assignment, data use, output rights, service changes, price, availability, security and
termination. Technical tests should assess whether another provider can replace the current
dependency and at what cost and delay.

The buyer should also identify client-specific configurations. Workflows built inside a client's
environment may not transfer. Prompts and templates may incorporate confidential materials. A
client may own deliverables or improvements under the engagement agreement. The acquisition
case should value only the capability that the buyer can lawfully control and economically deploy
after closing.

5. Reconstruct recurring revenue by client and engagement cohort

Professional-services revenue can appear recurring because the same client buys work each year.
Contractual commitment, renewal behaviour and project continuity remain distinct. The cohort
should identify customer group, contracting entity, engagement, service, start date, term, notice,
pricing, delivery team, gross margin, invoice, collection and renewal status. It should separate
retainers, managed services, projects, implementation, subscriptions, pass-through and contingent
fees.

Revenue measures should use consistent populations. Gross retention should exclude new clients
and expansion. Net retention should show price, volume, cross-sell and contraction separately.
Backlog should distinguish executed commitments from proposals, framework -ceilings,
management estimates and work dependent on future approval. Pipeline should be reconciled to
historical stage conversion, cycle time, price and delivery capacity.

The cohort should identify whether Al changes the commercial model. An automation capability
may support a premium outcome-based fee, protect a fixed fee, reduce billable hours or trigger a
contractual productivity giveback. Revenue cannot be credited twice through both retained hours
and full productivity savings. Each use case should connect to the relevant engagement and
pricing clause.

Renewal analysis should follow the actual decision calendar. Professional-services clients can
approve work through annual budgets, panels, tenders, project gates or rolling statements of work.
A long relationship may still depend on a near-term rebid. The cohort should record notice dates,
procurement events, budget owners, competing providers, satisfaction, unresolved disputes and
evidence of future need. Management confidence can then be compared with observable decision
progress.
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Quality of revenue also includes the cost of serving it. Two engagements with equal revenue can
have different economics because of senior oversight, travel, subcontracting, data preparation,
custom development, rework or collection delay. The cohort should carry gross profit,
contribution, working capital and dedicated capability. This allows the buyer to identify revenue
that supports the platform and revenue that consumes scarce people or technology without an
adequate return.

Table 2. Recurring-revenue cohort for professional services

. executed contract and work termination, scope and T
commitment .. forecast eligibility
order minimum
. time, workflow and . . .
delivery completion and quality earned economics
acceptance records
billing invoice and ledger cut-off, credits and disputes working capital
collection receipt and allocation ageing and deductions cash conversion
client budget, notice and decision path and . .
renewal " . retention scenario
competition alternatives

Commitment, delivery, billing and collection require separate evidence.

6. Measure client concentration through economic dependency

Top-client percentages are a useful starting point. They can understate dependency when several
contracts share an ultimate parent, executive sponsor, procurement framework, sector shock or
technology platform. The analysis should include revenue, gross margin, receivables, unbilled
work, dedicated staff, references, data access and cross-sell pipeline. A modest client may remain
critical when its logo enables entry into a regulated market.

Relationship ownership should be mapped across partners, account leaders, delivery managers
and subject specialists. The buyer should test whether client trust belongs to the firm, a team or
one individual. Reference calls and client evidence should cover service criticality, satisfaction,
switching cost, pricing, automation expectations, data restrictions and future procurement.

The model should run single-client and correlated-cluster losses. It should estimate notice
receipts, contribution margin, avoidable labour, retained technology cost, receivable recovery,
replacement-sales timing and reputational effects. A concentration statistic becomes
decision-useful when translated into cash, covenant and integration consequences.

Concentration should be assessed over time. A stable top-client percentage can conceal churn
when one large client replaces another. A declining percentage can reflect rapid low-quality
growth elsewhere. The buyer should review monthly or quarterly cohorts, new-client maturation,
expansion, contraction and loss. The analysis should explain whether concentration is falling
through deliberate diversification, acquisition accounting or temporary project revenue.

Client dependency may also constrain integration. A material customer may require consent
before personnel, systems, locations, subcontractors or models change. Cross-selling can trigger
conflict, independence or procurement concerns. The integration plan should therefore map each
major client's contractual and commercial change path. Expected synergies should enter the
model only when the required client action, timing and accountable relationship owner are
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identified.

7. Analyse recurring revenue quality alongside delivery mix

A target may combine recurring managed work with discretionary advisory projects,
implementation, recruitment, licences and subcontracted delivery. Each stream has different
duration, margin, working-capital and capacity characteristics. The cohort should reconstruct
revenue and direct cost using the same classification and show historical transitions from project
to managed work.

Subcontracted work can extend capability and geography. It can also reduce control, margin and
transferability. Diligence should identify contractual rights, key subcontractors, mark-ups, client
consent, data access, quality responsibility and termination. A target should not be treated as
asset-light when it depends on minimum software commitments, dedicated facilities, specialist
contractors or prepaid data.

The exit mix matters. A roll-up may acquire project-led specialists to feed recurring services
across a broader platform. The case should state the conversion process, historic evidence, sales
ownership, required investment and timing. A portfolio multiple cannot be justified by relabelling
all revenue as technology-enabled.

8. Build an AI value score from realised commercial evidence

An Al value score should measure economic contribution across five dimensions: client outcome,
commercial adoption, delivery productivity, transferability and risk control. Each dimension
should use observable evidence. Client outcome may include cycle time, error, recovery,
compliance or decision quality. Commercial adoption may include paid deployments, realised
price, renewal and expansion. Productivity should reflect net hours and cost after review and
rework.

Transferability asks whether the capability can move across teams, clients, jurisdictions and
technology providers. Control asks whether data, security, validation, monitoring, incident
response and human oversight match the consequence of the work. A high technical score with
weak commercial evidence should remain a capability option rather than a capitalised earnings
benefit.

Scoring should be calibrated by service consequence. A research-assistance tool used under
expert review has a different risk profile from a system that influences regulated advice,
employment decisions, safety or client funds. Higher-consequence use cases require stronger
validation, oversight, auditability and incident response before they receive an equivalent control
score. The rubric should record the applicable consequence category and prevent a portfolio
average from masking one material high-risk deployment.

The score should be updated with longitudinal evidence. Initial diligence may rely on a limited
production period. Post-close governance should compare expected and realised adoption,
economics, quality and incidents by cohort. Repeated over several acquisitions, the data can
improve the buyer's weighting and thresholds. A scorecard becomes strategically valuable when it
learns from outcomes and changes capital allocation, rather than remaining a static transaction
appendix.
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Scores can create false precision. The investment committee should see the underlying evidence,
weighting and limitations. A score is useful when it creates a consistent comparison and an
explicit gate. It should not replace contract review, technical testing, client evidence or financial
reconstruction.

Figure 2. Illustrative Al value score across five evidence dimensions
VALUE FOLLOWS COMMERCIAL AND CONTROLLED PRODUCTION EVIDENCE

Client
outcome

Commercial
adoption

Delivery
productivity

Transferability

Risk
control

Illustrative evidence score
Scores are hypothetical analytical assumptions and demonstrate the method only.

Table 3. Al value scoring rubric

Dimension 76-100
. . . . independentl
client outcome assertion pilot measure repeated improvement . p Y
evidenced outcome
. . . L aid use by several renewal, expansion
commercial adoption demonstration unpaid pilot p Y P

clients and pricing evidence

cash and capacity

roductivi ross estimate limited time stud net production cohort .
p R4 & Y p release evidenced

.. . . several teams or repeatable across
transferability individual use one client . P .

clients portfolio
. . . documented tested monitoring and
control informal review partial controls . 5
governance incident response

The score supports comparison, the underlying evidence remains authoritative.

9. Bridge gross productivity to sustainable AI economics

Al benefit should be calculated from a controlled baseline. The register should identify task,
volume, handling time, quality, labour grade, exception rate, review effort, technology cost and
commercial treatment before and after deployment. Changes in client mix, process scope and
staffing should be isolated. A pilot performed by an expert team may not represent portfolio
delivery.

Gross hours saved are not cash. The bridge should deduct implementation, integration, testing,
model usage, data preparation, security, monitoring, rework, human review, client givebacks and
retained capacity. It should then identify whether released people can be removed, redeployed to
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paid growth or left on the bench. Timing matters because costs often precede commercial benefit.

The analysis should avoid counting the same benefit in revenue growth, margin expansion and
capacity release. If Al enables a fixed-fee team to deliver more work without hiring, the value
may appear through avoided cost or additional volume. If the client contract shares savings, some
benefit leaves through price. If the service is billed by the hour, productivity can reduce revenue
unless the commercial model changes.

Baseline selection requires care. Handling time can fall because the work mix becomes easier, an
experienced team replaces trainees, demand falls or quality checks are deferred. The study should
use comparable tasks, volumes, grades, quality and periods. It should record failed runs,
exceptions and the time needed to prepare data. A controlled parallel run or phased deployment
can provide stronger evidence than a before-and-after average exposed to several simultaneous
changes.

Capacity release should be traced to a management action. Saved hours create value when the
firm removes cost, avoids planned hiring, increases paid volume or improves an outcome that
supports price and retention. Time dispersed across many employees may remain economically
inaccessible. The workforce plan should show which roles, teams and months are affected, how
service resilience is maintained, and whether released people have credible funded demand. The
cash model should follow this implementation schedule.

Figure 3. Illustrative bridge from gross Al productivity to sustainable annual value
GROSS PRODUCTIVITY REQUIRES A CASH AND COMMERCIAL BRIDGE

10.0 2.2

Tllustrative monetary units
EN

T T T T
Gross Client Implementation Model and Human review Capacity Sustainable
productivity giveback data cost release value

All monetary values are hypothetical analytical assumptions.

10. Test pricing and who captures the productivity benefit

Professional-services pricing may use time and materials, retainers, fixed fees, subscriptions,
transactions, outcomes or hybrids. Each mechanism allocates automation benefit differently.
Time-based billing can create a conflict between hours saved and revenue. Fixed fees can allow
the provider to retain benefit until repricing. Outcome fees require credible baselines and
acceptance. Subscription labels can still hide high service intensity.
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The contract review should identify benchmarking, efficiency commitments, rate cards,
gainshare, service credits, most-favoured terms and change control. Realised price should include
discounts, free work, write-offs, credits and delayed acceptance. Al-related promises in proposals
should be compared with contractual obligations and delivery records.

The deal model should link each use case to pricing, adoption, cost, client approval and timing. A
productivity case without a commercial route is an operating hypothesis. A premium price
requires evidence that clients value a differentiated outcome and have paid or renewed on that
basis.

11. Measure talent dependency and knowledge transfer

Professional-services assets often reside in people. The workforce map should identify partners,
sellers, subject experts, product owners, data stewards, engineers, reviewers and client leaders.
Each role should be linked to revenue, client trust, workflow knowledge, intellectual property and
succession. Headcount totals cannot show whether three individuals carry most of the acquisition
thesis.

Retention probability should be assessed through contracts, incentives, career position,
compensation, workload, geography and stated plans. Transaction bonuses can bridge closing
while failing to secure long-term commitment. Non-compete and non-solicitation provisions vary
by jurisdiction and circumstance. The operating plan should assume that enforceability and
retention are separate questions.

Knowledge transfer should use repositories, operating manuals, model cards, code ownership,
training, shadowing and tested succession. A capability is more durable when another team can
reproduce the outcome with controlled quality. The buyer should budget retention, replacement,
training and productivity effects explicitly.

Compensation analysis should distinguish market pay, sales credit, carried economics, transaction
awards and deferred incentives. A founder or partner may accept below-market salary because
value is realised through ownership. After closing, replacement economics can be materially
higher. The sustainable cost bridge should normalise these roles and include the time needed to
rebuild relationships or specialist knowledge.

Culture and professional identity can influence retention and client trust. Specialists may value
autonomy, technical standards, publication, partnership prospects or a particular brand.
Integration should identify which platform controls are essential and which local practices
preserve capability. Retention interviews, organisation design and leadership appointments should
occur early enough to inform price and closing conditions. A financial retention pool without a
credible professional proposition may defer departure rather than resolve dependency.
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Figure 4. Illustrative talent-dependency map
TALENT RISK COMBINES COMMERCIAL AND KNOWLEDGE DEPENDENCY
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Revenue and capability percentages are hypothetical analytical assumptions.

Table 4. Talent-dependency and retention register

. relationship map and retention and ..
client leader renewal and cross-sell p map joint account plan
calls handover
. . workflow and review incentive and . .
domain expert method and quality . codify and train
record succession
roadmap and backlog and release retention and portfolio product
product owner . .
deployment history governance council
data steward rights and lineage register and approvals | covenant and access unify governance
. integration and repository and . . N
engineer & . . p Y team retention architecture migration
operations incident record

Each critical role should have evidence, mitigation and an accountable owner.

12. Verify proprietary data, consent and permitted use

Data value depends on rights, quality, coverage, refresh, governance and the use case. A large
document collection may have limited transferable value if it is customer confidential, poorly
labelled, duplicated or restricted to delivering one engagement. Diligence should build a data
inventory covering source, owner, subject, jurisdiction, purpose, consent, contract, retention,
security, model use and deletion.

The target should demonstrate how it separates client environments, controls access, handles
personal or sensitive data and responds to deletion or correction. Training, retrieval, evaluation
and analytics can have different legal and contractual bases. The buyer should identify whether a
model or provider receives data, retains it or uses it for improvement.

Data quality should be tested against the claimed outcome. Coverage, label accuracy, drift, bias,
missingness and exception handling matter more than raw volume. A governed narrow corpus can
be more valuable than a large unstructured archive. The transaction model should avoid assigning
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value to data that cannot be lawfully retained, reused or monetised.

The data-room review should reconcile policy with technical reality. Access lists, storage
locations, model logs, vendor settings, deletion records and incident tickets can show whether
documented controls operate in practice. Samples should include active, completed and
terminated clients. Legacy data deserves particular attention because its original agreements and
consents may differ from current standards.

Where data value is part of the acquisition thesis, the buyer should define the economic unit.
Value may arise from improving a client's workflow, training an internal classifier, evaluating
models, benchmarking performance or identifying commercial patterns. Each purpose has
different rights, quality and refresh requirements. The valuation should model the permitted use
and necessary governance cost rather than a generic price per record.

13. Assess model-provider, cloud and software dependency

An acquisition can be operationally dependent on model APIs, cloud platforms, workflow
software, data vendors and cybersecurity services. The dependency register should show spend,
term, assignment, service levels, regions, data treatment, price change, termination, portability
and alternatives. Minimum commitments and prepaid credits should be reconciled to usage.

Technical testing should assess abstraction, fallback, monitoring, version control and the effort
required to change provider. A capability that operates only with one model may remain
commercially sound. Its economics should reflect concentration, repricing and migration risk. The
buyer should also test whether model updates can alter output quality or regulatory classification.

Provider dependency can become a covenant or liquidity issue when usage grows faster than
client receipts. The deal case should model unit cost, peak use, currency, payment terms and
service interruption. Integration should assign an owner for provider strategy and contract
renewal.

14. Reconstruct pipeline, bookings and distribution evidence

Roll-up cases frequently rely on cross-selling acquired capability through a larger client base. The
analysis should reconstruct opportunities by source, stage, service, client, expected value,
probability, cycle time, pricing and delivery need. Historical conversion should use frozen
snapshots rather than a current pipeline that has been repeatedly restaged.

Bookings definitions should distinguish executed contracts, work orders, framework ceilings,
cancellable commitments and management estimates. Revenue timing should reflect mobilisation,
client dependencies, staffing and acceptance. A signed master agreement can generate no revenue
without awarded work.

Cross-sell evidence should show named client needs, responsible sellers, access, proposition,
price, technical fit and delivery capacity. A capability may sell well through specialists and poorly
through generalists. Integration should preserve the acquired sales motion until the broader
channel demonstrates competence.
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15. Bridge reported EBITDA to a sustainable base

Reported EBITDA should be reconciled from audited or statutory results to management
reporting and monthly ledgers. Adjustments should identify owner compensation, transaction
cost, acquisition effects, project overruns, capitalised development, subcontracting, disputed
revenue, credits, bad debt and deferred hiring. Recurring costs should not be removed merely
because management describes them as investment.

The sustainable bridge should incorporate client retention, pricing, utilisation, wage inflation, role
replacement, technology spend, governance, insurance, security, integration and stranded
capacity. Al productivity enters only after the commercial and cash bridge described earlier.
Synergies should be separated from standalone sustainability and assigned timing, cost and
owner.

Cash conversion should reconcile EBITDA to tax, capital expenditure, capitalised development,
working capital, deferred income and contingent payments. Professional-services firms can
finance growth through staff effort before billing and collection. WIP, unbilled revenue and
ageing require engagement-level evidence.

16. Analyse working capital, WIP and cash conversion

The buyer should reconstruct monthly billing and collection by client and engagement. Time
records, milestones, acceptance, invoices, credit notes, receivables and receipts should reconcile.
Unbilled work can represent normal timing, disputed scope, delayed approval or unrecoverable
effort. Deferred income can support liquidity while creating future delivery obligations.

Project businesses may experience cash pressure when hiring and subcontracting precede
milestones. Managed services may provide steadier billing while requiring transition investment.
Al implementation can add cloud and specialist cost before client pricing changes. The forecast
should model these lags and payment terms.

Quality of earnings and net debt definitions should address accrued bonuses, deferred
compensation, employee leave, client credits, litigation, software commitments, tax, earn-outs and
change-of-control payments. The acquisition agreement should align the completion mechanism
with the working-capital pattern of the business.

17. Design integration around capability preservation

Integration should protect the capability before standardising systems. The first 100 days should
identify client communications, key-person retention, access continuity, code and data controls,
provider contracts, financial reporting and incident escalation. A forced migration can disrupt
delivery or remove the evidence needed to measure value.

The operating model should assign decision rights for product roadmap, client acceptance, model
validation, data use, pricing and resource allocation. Acquired specialists require a credible
position in the combined organisation. Cross-selling should use joint account planning, qualified
demand and delivery gates.

Architecture integration should sequence identity, repositories, cloud, data, monitoring, billing
and reporting. Each migration needs rollback, client consent where required and accountable
testing. Integration expenditure belongs in the deal model before synergies are credited.
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Integration governance should use measurable release gates. A capability can move to a new
platform after ownership, security, data, validation, client consent, performance and rollback
requirements are satisfied. The gate should identify evidence, approver and residual risk.
Schedule pressure should not convert an unresolved control into an assumed completion.

Commercial integration should be sequenced with equal discipline. Sellers need qualification
criteria, client examples, pricing guidance, subject-expert access and rules for claims. Delivery
capacity should be reserved before broad campaigns begin. Early cross-sell can focus on clients
with a documented problem and compatible data environment. Results from those cohorts should
inform wider rollout and the acquisition scorecard.

18. Examine cybersecurity, privacy and Al governance

Professional-services firms can hold commercially sensitive, personal, regulated and privileged
information. Diligence should review security governance, access, identity, encryption, logging,
vulnerability management, incident response, backups, business continuity, suppliers and
insurance. Penetration tests and certifications should be reconciled to scope, exceptions and
remediation.

Al governance should identify approved uses, prohibited data, model evaluation, human
oversight, change control, monitoring and incident escalation. NIST's Al RMF and Generative Al
Profile provide a useful risk-management structure. The buyer should map controls to actual
deployments and client obligations.

Regulatory classification can change by jurisdiction and use case. The integration plan should
maintain a register of systems, decisions, consequence, users and affected data. Contractual
warranties cannot substitute for tested operating controls and a funded remediation plan.

19. Apply purchase-price allocation discipline to intangible assets

IFRS 3 requires an acquirer to recognise identifiable assets and liabilities separately from
goodwill when the recognition criteria are met. Customer relationships, contractual relationships
and technology may be identifiable. The value of an assembled workforce is generally subsumed
into goodwill. Potential contracts without contractual or other legal rights do not become
identifiable assets merely because management expects them.

Transaction diligence and accounting valuation serve different purposes. The buyer should still
understand which economic benefits depend on customer relationships, technology, data, brands,
contracts and people. Useful life, attrition, obsolescence, contributory assets and replacement cost
require evidence. A purchase-price allocation cannot validate an unsupported acquisition thesis.

Useful-life assumptions should reflect contract attrition, technology change, employee mobility,
provider dependency and the pace at which methods become standard. A customer relationship
can remain valuable while the associated technology changes. A technology asset can become
obsolete while the firm retains client trust. Separating these mechanisms improves accounting
analysis and management's understanding of where reinvestment is required.

Goodwill monitoring should connect to the acquisition case. Revenue retention, margin,
key-person departure, product adoption, technology cost and integration delay can act as early
indicators. Reporting-unit aggregation should not prevent management from tracking the
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performance of the acquired capability. The same evidence used to approve a premium can
support timely challenge when expected benefits do not emerge.

Public acquisition accounting illustrates the scale of judgement. Marsh McLennan has attributed
acquisition value to customer relationships and goodwill associated with synergies and assembled
workforce. Kelly Services has reported goodwill impairments in a professional-services reporting
unit. These examples do not determine another transaction. They demonstrate that customer
durability, expected synergies and post-close performance remain material after closing.

20. Value scenarios rather than applying a technology label

Valuation should begin with standalone cash economics, then add explicit capability and
integration scenarios. A base case can include evidenced retention, price, wage, technology and
cash conversion. An execution case can add qualified cross-sell, productivity and integration
benefits. A downside can test client loss, slower adoption, provider repricing, talent departure and
delayed capacity release.

Comparable-company and precedent multiples require consistent revenue, growth, margin,
capitalisation and business mix. A target with a small Al-enabled service should not receive a
technology multiple across unrelated revenue without evidence that capability changes economics
at scale. The valuation bridge should show which cash flows support any premium.

Sensitivity should focus on mechanisms: retention, realised price, gross-to-net productivity,
key-person departure, technology cost and integration delay. Probability weights should be visible
and decision-makers should see the unweighted cases. A valuation range is strongest when it can
be traced to operating evidence.

Terminal assumptions deserve particular scrutiny. Al-enabled services can grow quickly while
their tools, prices and competitive advantages change. A long forecast should include continued
product, security and talent investment. Margin expansion should not continue indefinitely if
clients capture productivity, rivals adopt similar tools or scarce expertise becomes more
expensive. The terminal case should describe the durable client problem and capability system,
rather than assuming that current Al terminology remains differentiated.

The board should also see the value of waiting. Additional production cohorts, a client renewal or
a resolved ownership issue can materially improve evidence. Waiting can carry competitive and
execution cost, but that cost should be compared with the value of uncertainty reduction. Staged
investment, a minority position or a commercial partnership can preserve access while evidence
matures.

21. Use deal structure to allocate capability and execution risk

Price, deferred consideration, earn-outs, rollover equity, retention and warranties can allocate
different risks. Earn-outs should use measures that remain observable after integration and avoid
incentives that damage long-term value. Revenue can be influenced by pricing and allocation.
EBITDA can be influenced by shared cost. Product milestones can be achieved without
commercial adoption.

Useful conditions may address assignment of material contracts and licences, key-person
arrangements, intellectual-property ownership, data remediation and client consent. Warranties
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can cover accounts, contracts, technology, data, security, employment, tax and disputes. Specific
indemnities can address identified exposures where appropriate.

The buyer should retain operational flexibility while providing a fair measurement mechanism.
Governance, accounting policies, investment commitments, dispute resolution and access to
records should be defined before signing. Transaction protection works best when it follows a
quantified diligence finding.

22. Assess serial-acquisition competition and regulatory exposure

A roll-up should be evaluated as a strategy, including cumulative market effects. The US 2023
Merger Guidelines state that agencies may examine a series of acquisitions as part of an industry
trend or strategy. Competition analysis should consider the relevant service, geography, client
segment, labour market, data, interoperability and the ability of rivals to enter or expand.

Professional services can involve local licensing, independence, conflicts, ownership restrictions
or procurement rules. The European Commission's review of merger guidelines includes
digitalisation, innovation and dynamic effects. UK merger review can apply where jurisdictional
tests are met. The transaction plan should identify filing, information, timing, remedy and
integration constraints early.

Small individual acquisitions can still create strategic concentration in scarce talent, specialised
data, a narrow customer group or a local service market. The acquisition register should therefore
track cumulative share, common dependencies and prior commitments across the platform.

23. Align acquisition financing and covenants with cash durability

Debt capacity should follow recurring cash, client concentration, working capital, technology
investment and integration risk. Lenders may focus on revenue retention, adjusted EBITDA, cash
conversion, acquisition baskets, earn-outs, permitted debt, distributions and reporting. A rapidly
growing roll-up can consume liquidity through purchase consideration, retention, integration and
delayed billing.

The financing model should include downside covenant headroom and cash needs by month.
Earn-outs and deferred consideration may behave like future claims on liquidity. Capitalised
development and adjusted EBITDA definitions require clear treatment. The platform should
maintain acquisition-level and consolidated reporting so lenders can distinguish organic
performance from purchased growth.

Liquidity planning should include acquisition cadence. A serial acquirer can appear
covenant-compliant after each deal while accumulating integration cost, deferred consideration
and underperforming working capital. The model should show committed and discretionary uses,
minimum cash, undrawn facilities and downside headroom across the full pipeline. Acquisition
approval should be conditional on the combined platform retaining capacity to fund remediation
and client service.

Reporting definitions should be agreed before financing. Organic growth, recurring revenue,
adjusted EBITDA, capitalised development, synergies and earn-outs can be interpreted
differently. The lender model, investment committee model and management reporting should
reconcile through a controlled bridge. This reduces later disputes and makes deterioration visible
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before a covenant test date.

Equity should fund uncertainty that cannot responsibly be placed on fixed claims. The capital
structure should allow the buyer to pause acquisitions, invest in controls and absorb client or
talent shocks without forcing value-destructive action.

24. Worked hypothetical example

Consider a professional-services platform with hypothetical annual revenue of 100 monetary units
and reported EBITDA of 20. Management identifies gross Al productivity of 10 through faster
research, document review and workflow automation. The target also expects 8 of cross-sell
revenue through the buyer's distribution.

Diligence finds that 2.2 of the gross productivity is contractually shared with clients.
Implementation and integration require 1.1, model and data services require 0.8, and retained
human review requires 1.4. Capacity release contributes 1.7 because only part of the saved time
can be removed or redeployed within the period. Sustainable annual Al value is therefore 6.2
before tax and financing in this hypothetical bridge.

Client cohorts show that 14 of revenue is linked to one partner-led relationship and 9 is subject to
annual rebid. The downside case removes one client, delays cross-sell by twelve months and
assumes the product lead departs after closing. The execution case includes only named cross-sell
opportunities with qualified demand and delivery capacity.

The buyer responds with a lower upfront value, rollover equity, targeted retention, a deferred
component linked to independently measurable recurring gross profit, and specific pre-close
remediation for code ownership and data lineage. Integration funding is committed before any
productivity synergy enters covenant EBITDA. Every figure in this example is a hypothetical
analytical assumption and does not describe an actual company.

Figure 5. Acquisition decision workflow for an Al-enabled professional-services roll-up

CAPITAL FOLLOWS VERIFIED CAPABILITY AND CASH

Thesis and Capability and Revenue, talent Al value and Price, structure
perimeter rights and cash scenarios and financing

Evidence reproducible ‘ Rights transferable ’ Cash durable ‘ Value sustainable ’ Controls funded

The workflow requires evidence gates before price and integration commitments.
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25. Final acquisition scorecard and governance cadence

The final scorecard should combine capability, commercial evidence, delivery, talent, data,
technology, controls, cash, valuation, structure and integration. Each item needs an evidence
owner, status, limitation, decision effect and post-close action. Red, amber and green labels
should follow defined criteria. An unresolved high-impact matter should not become green
through an average score.

The investment committee should receive the standalone case, execution case and downside
separately. The approval should state the value attributed to Al capability, the evidence that
supports it, the conditions required before closing and the funding required after closing. Any
benefit excluded from price can remain an upside option.

Post-close governance should back-test the thesis quarterly. Measures can include client retention,
realised price, paid Al adoption, gross-to-net productivity, incident rates, key-person retention,
cross-sell conversion, integration cost, cash conversion and covenant headroom. Variance should
be traced to original evidence and assumptions. This creates institutional learning across a
serial-acquisition programme.

Governance should assign escalation thresholds. A material client notice, critical-person
resignation, significant security event, provider price increase, failed control test or repeated
model-quality issue may require an immediate review rather than waiting for the quarterly cycle.
The review should reassess forecasts, liquidity, covenants, integration and external obligations.
Actions and owners should be recorded in the same evidence system used during diligence.

Portfolio reporting should preserve acquisition cohorts. Consolidated growth can obscure whether
value comes from organic performance, new acquisitions, price, currency or accounting changes.
Cohort reporting allows the board to compare each acquisition with its approved case and to
identify which capabilities, sectors, structures and integration choices produce durable returns.
That evidence should determine future acquisition criteria and capital allocation.

Table 5. Final acquisition scorecard

m Core decision Minimum evidence Transaction response

does it solve a paid problem | production, outcome and

capability repeatedly? client evidence value attribution

. ility transf hip, li t .. . .
i can capalz)lp 1e zatgns erand = owners 1pii I:;::g;:e and data amstiion or by

. cohort and gross-to-net .
economics does benefit reach cash? brigge sustainable EBITDA
who or what can break the client, talent and provider . .

dependency case? s retention and downside
. . can the buyer realise value funded plan, owner and .
Integration safely? gates timing and structure

Material exceptions remain visible even when the total score appears acceptable.
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Conclusion

Al-enabled professional-services roll-ups can create defensible value by combining expertise,
workflow, governed data, technology, delivery and distribution. The acquisition process should
examine those elements as a connected capability system. It should value realised client and cash
outcomes, identify transfer and dependency risk, and fund the controls required to scale.

The central discipline is evidence lineage. Production logs, client cohorts, contracts, time,
invoices, cash, talent, repositories, data rights and incidents should connect to the transaction
model. Gross productivity should be bridged to sustainable value after commercial givebacks,
implementation, model cost, human review and capacity release. Valuation and structure should
follow the resulting scenarios.

A buyer that preserves optionality can pay for verified standalone economics and share future
value when capability proves transferable at portfolio scale. The scorecard and quarterly back-test
turn each acquisition into evidence for the next decision.
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