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     ur purpose in this paper is to explain and illustrate the mindset and 
actions, which, in our opinion, your succession planning should re�ect 
in order to achieve the best outcomes for you and your clients.  In 
particular, we will answer:

•  Who are the 3 key players in the succession planning process?
•  What are the deal components?
•  What’s bad?
•  What’s good?
•  What can you control?
•  What can you do now?
•  For you?
•  For your clients?
•  What happens if you do nothing?

   Understanding these questions, and the set of principles which you 
can apply around them, will equip you for the right conversations as 
you go out to create your own succession plan, or move forward with 
the planning you have already initiated.
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  y work brings me into contact with advisors around the country who represent 
just about every kind of independent practice there is. We usually talk about the 
same kinds of issues that you deal with day in and day out in your business.  But, 
every couple of weeks I hear from an advisor who has questions about the really 
big issues, the ‘what happens if and when’ issues? Their questions include the 
following:   

• Some of my clients have asked me what the impact on them would be if 
something catastrophic happened to me. I don’t have a good answer for that.  I am 
concerned that I may be losing clients, or prospects, as a result.  What can I do to 
address this?

• I’ve known for a long time I should put 
a succession plan in place, but I’ve never 
gotten around to it.  How should I begin?
•  I’d like to sell my business in the next 
3-5 years, and retire. What I can do to 
increase the exit value of my business?
•  There is a junior advisor in my firm 
who I think could take over the business, 
but I don’t know if he or she can get the 
financing.  I want to be paid what my 

business is worth.  Is financing available?
• I want to work as long as I can. I love what I do, and I can’t imagine quitting.  I 
know I need a plan, especially as I get older. What should I do?

   And then not long ago, there was this heartbreaking question: my seemingly 
healthy 48-year old business partner died in his sleep last night.  How do I keep 
the business going?  
   Sadly, the advisor who died suddenly was my close friend. I have consulted with 
hundreds of advisors on three continents for more than a decade, but I assure you 
that a life-event like this is as sobering a perspective as you can get on why 
Succession and Continuation plans are vital.

   My friend’s family, partner and clients are all left with more questions than 
answers, of course. I know he loved them, and I know the last thing he would 
have wanted for any of them was the kind of chaos that his untimely death 
brought about. But, let’s face it: the same thing could be said for my family and 
yours, as well as for our respective partners and clients should we not have fully 
executable and funded plans in place.

   The harsh reality is that we are an industry of planners (with no shortage of 
designations, credentials and letters behind our names) who have planned for 
everyone but ourselves and our own businesses. That truth was brought home to 
me the first time I heard this expression:

“Your business is designed perfectly to achieve the results you are getting.”
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   Those words stopped me in my tracks. Who can we blame for any design �aws 
that may lurk inside our business but ourselves? And if one of those �aws is that 
we don’t have a succession plan, it is time to recognize that not having a plan is in 
fact a plan, one that most  likely will not deliver the results we would like.  

   In the absence of a carefully crafted and executed plan, the default is usually 
that clients become house accounts, assigned to another advisor of the Broker 
Dealer, and the Advisor’s family receives little to no compensation.  That is the 
Broker Dealer’s only option in such circumstances, of course. They can only 
compensate professionals who have the necessary licenses.  That is why an agree-
ment with a licensed individual is a necessity so that the clients will be served, and 
you or your estate can be paid fair value for the business you built.

 Let’s debunk a myth: succession is not a one-time event, where the advisor/business owner 
leaves their o�ce for the last time, never to return again.  Many advisors are choosing to 

work longer, and are putting plans in place that allow them to scale back their time commit-
ment while staying in the game. I believe this will be the choice that most advisors 

will take if they have that option.

   The purpose of this white paper is not to regurgitate the avalanche of studies 
that conclude how few advisors have executable plans.  That’s common knowl-
edge in our profession. Our purpose here is to educate and empower advisors so 
they can engage in the RIGHT conversations when they are ready to sit down to 
execute their plan. Towards that end, this paper presents principles that are time-
less, that work for multiple valuation methods, and, that if followed diligently, can 
transform a process that may seem overwhelming into to one that is relatively 
simple.

   If you are one of (the majority!) of advisors who either do not have a plan, or 
have a plan that doesn’t produce the results you want, let me suggest this as the 
starting point on your journey to achieving your goals:

Think Simple

   If you understand the most important deal points of a successful plan, you can 
simplify the planning and execution process signi�cantly. ‘Simple’ in the context 
to which we refer suggests that you begin your plan (or review the planning you 
have done to date) with a well-de�ned set of principles in mind against which 
you can:
•  Look at your practice as an asset with transferable value
•  Know what is for sale
•  Know what can increase and decrease value
•  Understand the funding options
•  Create a plan and next steps to implement
     Keeping it simple is a function of answering a few essential questions, and 
then applying some time-tested, battle-proven principles.  All of them are present-
ed here, as well as detail on how understanding and applying them can help you 
to achieve what matters most to you, starting right now.

© 2015
4



  Mindset is not a small thing.  It is everything.
   The �rst step on the path to the creation and execution of a viable succession 
plan may be the most di�cult one for the independent practitioner/business 
owner:  it takes a change in mindset. 

   I don’t have a degree in psychology. Still, I know from my own experience as a  
practitioner and business owner who consults with many others that it is almost 
impossible to create a successful business without connecting some of our own 
identity and perceived personal value with that of our business.  That is a natural 
circumstance, one that is shared by countless independent practitioners. You are in 
good company, therefore, if the mere thought of turning over all of the relation-
ships with people you care about to someone else gives you a bout of heartburn.

   As an antidote to that heartburn, I encourage advisors to consider developing a 
new perspective, one that embraces (in a new way) the ego and identity compo-
nents that are the natural by-products of building a business. In short, I encourage 
them to think about moving their businesses along a path where the business will 
transform from being totally dependent upon their personal presence, to becom-
ing an entity that will be successful beyond them.

   My counsel to advisors? Engage and challenge your ego and identity to raise 
the bar to the task of ensuring that your business, clients, and family will bene�t 
from your business beyond your personal involvement. (“How great it would be 
to have the business survive me, not just depend on me!”)  This path accomplishes 
two things: it creates a legacy for the founder, and it increases the value of the 
business. If you adopt this perspective, and carry it through, it provides your 
clients with a seamless continuity of service– and everyone wins.

   The vast majority of independent advisors have built and operate lifestyle 
businesses: they take the cash out of the business to pay the rent, their assistants, 
their BD…and take the rest home. For some advisors this makes perfect sense; 
they prepare for retirement and other major events separate and apart from 
considerations about maximizing the exit value of their practice. Understandable 
for some, but, in all cases, what lifestyle businesses share in common is that their 
sale options are limited, and their exit value is diminished.  Simple truth. 

Advisors contemplating undertaking the work necessary to increase the exit value of 
their business by developing a solid succession plan are advised to ask themselves

two things:1st,‘what am I willing to do to make this happen?’  
2nd….be �ne with whatever that answer may be.”

   The lifestyle practice is wrapped tightly around the persona and ego of the 
owner.  When practitioners limit their current compensation, and invest more 
money in their business for things like improved technology, and especially, for 
hiring and mentoring their successor, the exit value meter for their business 
swings to the right.  
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Succession Planning Issues & Principles
2 Key things that help increase exit value

The real exit value of your business is a re�ection of two major factors:

1.Future cash �ow, and,
2.The relationships connected to that cash �ow.  
   
That’s it.  All valuation methods are trying to anticipate or project how sustainable 
your future cash �ow and relationships are.  They get there from di�erent meth-
ods but that is all any valuation company is looking at.   If you consciously and 
consistently structure your business with sound margins, reliable, recurring cash 
�ow, and if you continue to build, maintain and strengthen client relationships, 
your business will have a higher exit value.  

A study from Moss Adams �nds that RIAs who are merging together are leading the 
business succession movement. Such mergers make the transition from a purely lifestyle 

practice to a business with greater value potential. In many cases the merging RIA 
retains its own brand identity, while accessing a host of valuable support and 

resources from the parent RIA.
   

The Importance of Con�dence & Certainty
   
   Our business isn’t as tangible as some.  The �rst time a client hires you they 
don’t drive home a new car, or unpack a big screen TV.  They walk out of your 
o�ce with decisions made, including some that they may not yet fully under-
stand. The truth is that your clients have engaged you, paid you money and 
continue to do so, because their con�dence and certainty that they are moving 
towards or sustaining their own desired outcomes has a higher probability of 
success if they have a relationship with you, now and into the future.  

   If you are a smaller �rm, likely with only a handful of advisors, each with their 
own book of clients, the fact is that YOU are the brand.  Too few advisors realize 
that they are the brand, and the deliverables are not just rates of return, or sophis-
ticated strategies. The other important deliverables are the con�dence and certain-
ty that they engender in their relationships with their clients, associates, and 
others.

   The great thing about embracing this perspective is that it provides you and 
your business more value because, unlike like products or strategies, you cannot be 
commoditized.  It is a wise advisor who never settles or sets up a client relation-
ship based upon products and strategies.  Our clients’ lives, economic circum-
stances and needs are dynamic, not static.  When you position and embrace your 
value proposition as being the trusted source to help them make sound decisions 
over time, everyone’s situation changes. 
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I regularly encourage advisors to have the con�dence to recognize that they are 
in�nitely more valuable than things they can’t control, like rates of return, prod-
ucts or sophisticated strategies  It just makes sense to focus your energy on what 
you can control, rather than accepting the uncertainty of constantly changing 
economic conditions, products and strategies.  

Who are the 3 key players in the succession planning process?
• A buyer.
• A seller.
• A set of clients.

   And, potentially your Broker Dealer and Collaborative Team Members with a 
vested interest for this to go well.

What are the deal components?
   What’s for sale? That is the basic question. And no matter how lengthy the 
description or how �owery the marketing language used to describe the business, 
there are just 2 things for sale, because only 2 things have tangible value.  Those 
are the future cash �ow stream and the set of relationships that are intertwined 
with the business, as noted above. 
   Components that will likely influence a positive outcome for the seller, buyer 
and clients include:
•  Appreciating the importance of client service;
•  Remaining committed to the delivery of high quality in everything the 
business does;
•  Sharing the same set of core values;
•  Sharing comparable levels of professional competence;
•  Having a complementary investment philosophy and planning philosophy.

   Funding is another obvious significant component of a successful deal.  And 
funding is a function of a single, 800-pound gorilla-in-the-room question:

What’s it worth?
“Price is what you pay. Value is what you get.”

Warren Bu�ett
     
   There are as many approaches to determining an advisory firm's value as there 
are stars in the heavens. Let’s start with:
• Discounted Cash Flow
• Comparable Firm Analysis
• Multiple of Revenue
• Multiple of EBITDA
• Some other method

   No single valuation process could possibly �t all situations. Nonetheless, cash 
�ow tends to be the common denominator used to establish fair value in most 
cases. Cash flow, not assets under management or revenue, has long been the best 
indicator of profitability and operating efficiency. And as sure as the fact that the 
next picture you see of the Sage of Omaha will feature him eating a popsicle or 
strumming a ukulele, you can be sure that prospective buyers will want to see 
dependable and predictable cash �ows, both for the present and the future.

© 2015                     2012 In Adviser Solutions study on Succession Planning2

75% of advisors who had 
succession plans and 

executed them did NOT 
have a 3rd party business 

valuation done.2
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   And yes, the quality of the �rm’s cash �ow matters, as well. Buyers often pay a 
multiple (or measure of equity or �rm value relative to revenue or earnings 
generated) based on the quality of cash �ow and its rate of growth. A stable client 
base, revenues that are predominantly from recurring, fee-based business, a solid 
record of growth and great margins, plus a core group of professionals in the �rm 
who are committed (and incentivized!) to operate the �rm as the founders ramp 
down their duties and their ownership percentage are also major factors in the 
valuation process.

   Of course, you can always avoid the give and take of grueling negotiations, 
hours spent pouring over spreadsheets, navigating the mine-�elds that over-con�-
dence (and even under-con�dence) can lay before you, and instead, take heart in 
the business advice from the sage of outer space:

“About price, worry not. Only value should you consider.”
Yoda / The Empire Strikes Back

 Myth: Your Brand & Goodwill Are Worth a Lot

   Does your o�ce have a beautiful conference room?  Lovely paintings on the 
walls, plush carpet and �ne, polished furniture?  Is your logo top-notch, your 
website state of the art, and have you built a brand image that shines brightly in 
your market?  Have you di�erentiated by o�ering excellent service?  (Something 
that is extremely e�ective in all the markets where your competitors are advertis-
ing mediocre to poor service.)  Overall, has your business built a reservoir of 
goodwill over the years that you believe will boost the bottom-line value of your 
business in any sales negotiations you may enter? It is a hard truth, but true 
nonetheless, that the tangible goodwill and brand value many advisors anticipate 
receiving in the sale of their business is not anywhere near the number they have 
in their heads. Big �rms that dominate the larger advertising and marketing 
landscape can quantify value received for dollars spent, and charge a buyer accord-
ingly. The smaller independent �rm cannot.

Myth: Funding is not available

   Many practitioners who are interested in selling don’t believe that the next 
generation of advisors can get funding.  This belief often correlates with what the 
practice actually looks like, which goes back to our earlier quote about your 
business being designed perfectly right now to achieve the results you are getting 
right now. If the seller’s business has margins and future cash �ow, banks, BDs and 
Custodians are all in to loan. Cash �ow matters, and that includes what the pro�t 
margin will look like without the seller there any longer. It is way easier to get 
funding for a buyer if the margins and future cash �ow issues have been addressed.

What’s Bad?
   Change is bad. Unless a transition takes place gradually over time, the jarring 
e�ects of change can negatively impact clients, sta�, associates, professional and 
BD relationships–everything that brought success to the business before it was 
sold. If one bright Monday morning everyone in the business–especially clients– 
are confronted with:

• New investments. • New products. • New plans. 
• New BD. • New values.• New brand
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In the face of all that change, what might you expect the net result will be? People 
like the comfort and security of familiarity. The credibility that comes from years, 
even decades, of consistent and mutually bene�cial relationships with the same 
o�ce team, and the clients.  The bonds that turned an assortment of individuals in 
an o�ce into a uni�ed team, and the long-term dividends of senior to junior 
advisor mentoring, year after year. Seamless internal systems and processes that 
almost glide on air. Common training, goals, and values for advisors and sta�. 
   If you suddenly whack that piñata with a baseball bat, you might not be happy 
with what pours out.

Waiting is bad.
   Waiting for the perfect time to plan?  It will never arrive. Life, business, the 
inertia along the path, all conspire to rob each of us of the only commodity whose 
sum total can never be increased: time.  “The way to get started is simple,” said Walt 
Disney, a man who knew a little about getting things done.  “Quit talking, and start 
doing.” 
   Kicks in the derrière aside, a useful analogy for thinking about your approach to 
move from wishful thinking to resolute action is this:  many advisors view the 
succession plan as a static product and a singular event. In fact, the best succession 
plan is dynamic, not static. It will take shape over time, bending and molding and 
evolving just as you and your business do.  In short, we should think of the plan-
ning process as a video, not a snapshot.
And, sadly, there is more that is bad: 
• Possible new few federal regulations that will require you to have a written 
succession plan.
• The possibility that your spouse and or your heirs will not receive the benefits of 
the business you built. 

What’s Good?
   It follows that if change is bad, and if it gets worse the more it is interjected, then 
limiting change as much as possible must be good. Stability, constancy and famil-
iarity are some of the underlying strengths of the successful advisory �rm. When 
there is a planned ownership transition to someone within the seller’s business, 
including a team member, a junior associate, employee, or even a family member, 
these are among the most important ‘living’ assets that will help to ensure the 
�rm’s continuing success over time. That’s what the internal succession plan is 
designed to achieve.
       A primary aim of the internal succession process is the introduction of plans, 
processes and policies designed to give the business a solid, organized, fully func-
tional and integrated business framework within which to operate. Over time, 
succession planning builds on top of the existing practice as it gradually transitions 
ownership and leadership internally.  This not only enhances stability and opportu-
nity for the new generation of owners, but also increases the exit value for the 
departing owner.

 A 2012 study by IN Adviser Solutions on Succession Planning concluded that: 
“…the long-term viability of the �rm is the most important goal of succession planning: 
creating an enduring legacy for the �rm, to be carried on by people inside the �rm, with 

current owners remaining in the business long enough to ensure their success.”  
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the business successor(s).

 Walt Disney, An American Original, by Bob Thomas
3

3

9



The internal succession process may take place over a 5 to 10 year period, and 
because the transitions are so gradual and predictable, they bring about the least 
disruption to the whole client experience, or to relationships outside the �rm. 
   Nothing says fewer headaches, more time for focus and a more enjoyable and 
�nancially rewarding experience for everyone in the �rm than smooth, predictable 
sailing.(No, we won’t say ‘boring,’ but, sometimes even boring isn’t a bad thing!) 
It’s no wonder that internal successions tend to be the most pro�table.

What can you control?
   The independent advisor is in control of most of the variables required to 
develop and execute an internal succession plan over time.  They include:

• When you put a plan in place.
• How early you start the transition.
• Who your successor will be – you have the power of choice!
• Introducing your successor to clients, associates and others with confidence.
• Your future cash flow stream. 
• Your position relative to commissionable products paid up front that have little to 
no future cash flow, and little to no future value.
• Selection of the funding and deal options available. (The earlier you start, and the 
better shape your business is in the better position you are in to �nance or to be 
paid out of the cash flow of the business).
• Knowing that even if you don’t plan to leave the business anytime soon, you can 
still have a contingency plan in place for your family and clients as you are devel-
oping the complete succession plan.

Conclusion
   It is an interesting truth about our profession that many advisor practices aren’t 
really operated like businesses. That includes many that have been �nancially 
successful for decades. In fact, the majority of practices were not built to survive as 
a business once the founder who created them retires, dies or is disabled.
   Developing and implementing an internal succession plan over time is the best, 
most pro�table path for increasing the exit value of your business.  The basic 
principles of that process are surprisingly simple.  That does not mean that imple-
menting the principles is easy; mindset has to be changed, cash flow has to be 
managed di�erently, and the far horizon has to come into sharper focus.

   There always remains the choice to do nothing. In many cases, however, choos-
ing not to do succession planning is not simply like dropping a pebble into a pond 
and setting o� a few ripples; it can be more like plopping a boulder into a bathtub 
and displacing every drop of water in the spray of a giant geyser.
The unintended consequences of not planning for who–or what– will come after 
us certainly can certainly have earth-shaking consequences for our:
 • family; 
 • clients; 
•  heirs;
• employees, and any number of other important relationships.

  When an advisor exits his or her office for the last time, whether following a sale 
of the business, the implementation of an internal succession plan, the not-so-gen-
tle tap of  a heart attack, or even, just a quiet walk-away-and-do-nothing, ripples 
are set in motion. 
 © 2015
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 Those ripples can sweep across the world and become the soft lapping of waves 
against your schooner docked in a South Seas paradise, or they can swell into a 
tsunami of unintended consequences for the people you care most about.
   Understanding and applying the principles and issues described in this paper will 
arm you with useful tools and insight into the succession planning process. We 
wish you well as you either begin your own planning today, or as you continue 
with the plan you have in motion.

1.  Don’t wait for the ‘right time’ to plan.
2.  Your business is worth what someone will pay for it.
3.  Key things that help increase exit value: future cash �ow & relationships.
4.  Operating your practice as a business with transferable value tends to increase 
the exit multiple.
5.  Internal successions tend to be the most pro�table.
6.  Transitioning over time is the better way to go.
7.  Not having a plan is a plan.
8.  Doing nothing impacts many.
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Think Simple

The 8 Principles 
of Succession Planning

Camelot Portfolios
1700 Woodlands Drive, Suite 100

Maumee, OH 43537
www.camelotportfolios.com

O�ce: 419-794-0538 ext 135
Fax: 419-794-7194
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