
Old National provided two term loans to finance the acquisition. The team at Old National assisted in negotiation of 
seller holdbacks to cover potential liability with any pre-sold plots or services and work through the environmental issue. 
During due diligence, a full appraisal was ordered and obtained to assist in determining an appropriate purchase price 
and level of financing. The transaction closed on time.

on debt repayment, which provided lower principal payments in the first year. This plan allowed the consolidated 
operations to cover costs of a new point-of-sale system and funds to convert store signage. The borrower appreciated  
the unique term debt structure which differentiated Old National from other lenders.

The company has continued to grow as a satisfied Old National client. The bank has helped finance three additional 
acquisitions and the family business now has 76 locations.
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Helping family businesses navigate 
mergers and acquisitions

Highlights of the deal

•  A current Old National client who owns 18 funeral homes, cemeteries and 
mausoleums throughout the Midwest. 

•  Opportunity to purchase a Texas-based operator with a funeral home, mausoleum, 
cemetery and excess land that potentially contained an environmental issue.   

•  Seller was a second-generation family of four siblings who were not in agreement 
on the business. 

•  Existing financial controls and information on pre-sold plots and contingent 
liabilities was not readily available. In addition, no seller financing was proposed  
to assist in closing the deal.  

• When purchase agreement was executed, our client has only two weeks to close.

Highlights of the deal

•  Family liquor store with 26 locations wanted to purchase competitor with 
23 locations in a nearby city. Purchase would double revenues and provide 
efficiencies through operational consolidation.   

• Management team of acquired entity did not want to stay or assist in transition. 

•  Year 1 expenses for rebranding and conversion of inventory and sale transaction 
systems estimated at more than $1.25M and needed to be funded from operations.

When this family business wanted to make a major acquisition, their existing  
lender (that had primarily focused on real estate financing) was no longer a good  
fit. Old National Bank provided a line of credit and a term loan to refinance all 
existing debt and provided financing to acquire the competitor. In analyzing the 
repayment and debt structure, Old National provided a unique stair-step structure 

Liquor store can toast success after acquisition of competitor

Expansion opportunity for cemetery/funeral business makes two families happy



•  With more than $17 billion in assets, our parent company
Old National Bancorp (NASDAQ: ONB) has grown to be the 
largest financial services holding company headquartered in 
Indiana and ranks among the top 100 banking companies in the 
United States. We continue to grow through new partnerships.

•  We provide extensive services in retail and commercial banking, 
wealth management, investments and brokerage.

•  We were named a “World’s Most Ethical Company” by the 
Ethisphere Institute for the seventh consecutive year in 2018.

•  The convenience of a broad network of banking centers and 
ATMs. Visit us at oldnational.com for maps and directions. 

Take a closer look at Old National

Kevin Anderson
OLD NATIONAL MILWAUKEE 
REGION PRESIDENT
262-317-6100
kevin.anderson@oldnational.com

Highlights of the deal

•  Steel business wished to purchase the steel fabrication division that was a
subsidiary of a larger company. While general agreement was reached on the
value of the company, significant issues emerged because the selling entity
wanted to keep all accounts receivable creating post-purchase cash flow issues
for the buyer.

•  Old National provided a term loan and increased the operating line of credit
to support cash flow needs post acquisition. In addition, Old National assisted
in negotiations for a seller holdback to cover any issues that might arise on
orders already in process, which is critical for a steel fabricator.

Old National assisted in completing the transaction, and approximately 60%  
of the seller holdback had to be utilized for issues which arose post acquisition. 
This was a critical aspect of the deal, providing necessary cushion necessary  
for long-term success.

Steel fabrication company needed structural support for growth opportunity

oldnational.com
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term/amortization of the loan and lack of appetite for conventional banks to lend against goodwill, which means being 
undercollateralized at closing. Sometimes the seller will provide financing, but if they are looking to “cash out,” this may 
not be an option.

The SBA Advantage Program (formerly known as the SBA 7a program) can be an attractive option for a potential 
buyer to consider when looking at a business acquisition. This program provides flexibility in the form of longer terms 
and amortization, thus reducing the monthly payment versus conventional financing. In many cases, financing can be 
up to 10 years and may be as long as 25 years if real estate is involved in the acquisition. There are typically lower cash 
equity requirements when using the SBA Advantage program. Many times, 10-15% will be the required down payment at 
closing while conventional structures will start at 25-30%. Lastly, the SBA Advantage program allows for the financing 
of goodwill while most conventional structures will not. In other words, the SBA will consider transactions that might be 
undercollateralized as an SBA loan is not declined solely due to a lack of sufficient collateral.

When considering the SBA Advantage Program as a financing option, there are a few key points to consider that will 
play a role in how successful the buyer may be in obtaining an SBA loan. Having a solid purchase agreement early in the 
process is crucial as the allocations contained in this document will drive the overall structure of the transaction. The SBA 
allows up to 10 years when financing fixed assets such as machinery and equipment as well as inventory and goodwill.  
If real estate is part of the transaction, the SBA will allow up to 25 years. So, identifying the purchase price allocations  
is one of the first things to consider as this will unlock the overall structure. 

A third party independent business valuation will be required in most cases when the goodwill of the transaction is 
greater than $250,000. This will not only be a key form of due diligence for the lender’s analysis but will be required  
by the SBA to validate the purchase price allocations agreed upon by both the buyer and seller. A business valuation  
is used in a similar manner as a real estate appraisal when purchasing real estate.
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Want to Buy a Company?
A “Need to Know” for Financing

Points to Know

•  Conventional financing is not always the best option for the buyer.

• What are typical roadblocks for acquisition financing

•  SBA Advantage Program allows the use of Goodwill in your equity position

•  Some options allow up to 25 years for fixed rate financing

With the state of the current economy, business acquisitions or ownership transitions  
will continue to be popular. A business owner looking to retire may want to sell the 
business to a family member or to a long-time, valued employee. A minority shareholder 
of a business may want to buyout other owners who might simply be passive investors. 
Or maybe a third party is looking to expand a current business or add products through 
an acquisition of a competitor or complementary business. 

Financing these transactions through conventional means is not always the best option 
for the buyer. Typical roadblocks include higher cash equity requirements, shorter 

Small Business Options by Jeff Billig, Senior Vice President, Structured Finance

Jeff Billig
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The experience of the potential buyer will also be evaluated. Having industry experience or experience in a similar 
business will be an important factor when applying for an SBA loan. The greatest chance of success stems from having 
experience in similar ventures. Owning a business doesn’t necessarily translate into success if the current business  
is not the same as the business being purchased.

Lastly, developing a detailed business plan including projections will be required. Being able to demonstrate cash flow
sustainability during the ownership transition will be a key factor when applying for financing. In many cases, the 
increased financing obligation will necessitate increases in sales and/or expense reductions to generate the required  
cash flow needed to support the loan. This is understood by the lender; however, the key will be how reasonable are 
these assumptions and what is the likelihood that these assumptions can be carried out. Do drastic changes need to  
be made whether increases in sales or cutting expenses? How do projected expenses compare to historical expenses?  
Do these assumptions seem reasonable based on historical levels? These are all key questions to consider when compiling 
projections for a business acquisition. Given the state of the current economy, business acquisitions will likely be a hot 
topic of discussion in the near term. If you are considering an acquisition yourself, the SBA Advantage Program may  
be worth considering. 

Old National Bank is an SBA Preferred Lender. 
Under the Preferred Lenders Program (PLP), high-volume SBA Lenders are delegated loan approval  
as well as closing and servicing authority, enabling us to make loan decisions more rapidly.
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