
PROTECT & UNLOCK YOUR VALUE 
THROUGH SUCCESSION PLANNING 
Inside: 
 § How succession planning can help increase your practice value
 § Top transition pitfalls to avoid 
 § How to time your exit to maximize value
 § Simplified solutions for transitioning on your terms 

Ownership of a practice is one of the great benefits 
financial advisors enjoy. For many, their financial services 
practice represents the single largest asset they own. 
That makes succession planning critical to protecting and 
realizing the value of that asset. Yet, an InvestmentNews 
Research survey1 indicated that half of participating 
advisor practices had no plan in place, and 6% claimed 
succession planning was not a current priority. 
Nonetheless, 92% said that it’s “highly or moderately 
risky” to run a business without an established 
succession plan.

Currently, nearly $2.3 trillion in assets under management 
are held by advisors over age 60.2 This comes at a time 
when the average U.S. advisor is over 50, and fewer 
young professionals are entering the business. In fact, 
just 5% of financial advisors are under age 30.3 This 
points to a growing need for advisors to begin shifting 

their focus from simply maintaining a growing practice to 
building a scalable and transferable business. 

Similar to consumers who don’t plan for retirement and 
therefore face a greater risk of missing their retirement 
goals, advisors who fail to prepare early enough risk 
jeopardizing a successful transition. Without a plan in 
place, you may not realize the full value for your practice 
when you’re ready to transition or sell, especially if 
you’re forced to leave due to unexpected circumstances. 
Transitioning a practice under pressure doesn’t allow you 
to properly investigate options and alternatives, and can 
put you at a disadvantage in negotiating the terms of a 
sale or buyout. Another risk of waiting—and one that 
increasingly impacts advisors nearing retirement age—is 
the loss of potential new business due to prospects’ 
concerns that you may sell or retire in the near future 
with no obvious successor in place.

Succession and Ownership Transition Planning1

  7%: Firm has executed a succession and 
ownership transition plan.

  15%: Firm has a well-defined succession 
and ownership transition plan.

  28%: Firm has a plan but it needs  
refinement/improvement.

  44%: No plan exists but the firm is 
making plans to develop one.

  6%: No plan exists; it is not a priority at 
this time.50%

NO PLAN EXISTS

22%

28%
NEEDS IMPROVEMENT

PREPARED

1 Investment News: “Building a Business, Not Just a Practice,” 2/17/14
2 Investment News: “Wirehouses Sweeten Succession Deals for Retiring Advisers,” by Mason Braswell, 3/17/14
3 The New York Times: “A Hunt to Find the Next Generation of Financial Advisers,” by Rachel Abrams, 6/24/14
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Importance of a Proactive Approach
In succession planning, time is either your ally or your 
enemy. You can spend time planning for succession 
during your active business life, or postpone planning and 
risk losing everything when the choice is no longer yours. 

A predetermined exit strategy can help: 

 § Build equity value well before you transition  
the business. 

 § Ensure continuity of service for your clients.

 § Provide for an efficient transfer of business  
to an advisor of your choosing.

 § Allow you to retire on your own schedule.

 § Time your exit to maximize value.

 § Minimize the tax impact.

 § Remove emotional decision-making.

 § Guard against unexpected events or  
premature retirement.

 § Eliminate the risk of a fire sale.

Components of a Well-Conceived  
Succession Plan
A business succession plan helps ensure that, regardless 
of the circumstances, a smooth transition can occur and 
full value for your practice can be realized. Succession 
planning should include the long-term goal of retirement, 
and also focus on unexpected events and contingency 
planning. The primary components of a comprehensive 
succession plan include:

Business Continuation Planning

Even if you haven’t thought about who will take care 
of your practice when you no longer can, your clients 
probably have. Unexpected events may occur at any time, 
so ensuring your practice has value that can be liquidated, 
if necessary, to support loved ones or heirs in your 
absence should be a primary estate planning goal. If such 
an event takes place, advanced planning may address the 
majority of situations and concerns you have regarding 
continuing support of your clients and family. 

Continuity planning lays the groundwork for a long-term 
succession plan, creating an opportunity to partner with 
your successor and provide a seamless transition for 
your clients. This is essentially an “emergency plan” that 
protects you and your business from disruption; helps 
retain the market value of your practice; and ensures 
continuity of client servicing in the event of death, 
disability, or premature retirement. 

Tips for Preparing for the Unexpected: 

1. Identify a successor to take over your practice on 
mutually agreed-upon terms. This can be someone 
within or outside of your firm who you anticipate  
will continue providing the level of service and advice 
your clients have become accustomed to in the event 
you cannot. 

2. Consider putting reciprocal agreements in place now 
with your successor. It’s important that all parties 
involved in such arrangements maintain copies of all 
pertinent documents for their personal files. 

3. To maximize the value of the investment you’ve made 
in your business, seek advice from a professional 
before structuring a deal to sell your practice. 

Business Succession Planning

Many advisors equate the term “succession planning” 
with retirement or selling a practice. However, it’s 
important to remember the sale of a practice is merely 
the event, and it’s one of many components involved in 
the execution of a business succession plan. Succession 
planning is an involved process that allows business 
owners to track the value of their firm, protect it, and 
then, over a predetermined timeline, create a controlled 
transition and transfer of business. 

“ …92% admitted that it 
is ‘highly or moderately 
risky’ to run a business 
without a succession plan 
in place.” 

—Investment News 
   (2/17/14)1

92%
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Tips for Your Long-Term Plan: 

1. Determine when and how you want to exit the business. 
Do you want to leave upon your retirement? What are 
your options if you want to leave the business earlier 
than expected? Or, do you want to remain active in the 
practice for a number of years post-retirement? 

2. Evaluate your options. Do you have a family member 
or internal candidate lined up to succeed you? Or, are 
you looking to sell to an outside party? 

3. Decide if you will structure agreements or a sale on 
your own, or with the help of a professional. Begin the 
valuation process to determine the equity value of  
your practice. 

How Succession Planning Drives Profitability 
and Productivity 
Succession planning is no longer simply about 
transitioning a business in retirement. As advisors over 
age 50 outnumber their younger counterparts, it’s 
inevitable that, at some point in the next decade, the 
number of practices or books of business for sale will 

reach a critical mass. That makes it more important than 
ever to make sure your business is positioned to achieve 
optimal value when you’re ready to transition or sell. It 
begins with effective management now that addresses all 
aspects of business planning and risk. 

The business continuity and succession planning processes 
force a strategic approach to business assessment, which is 
essential to building and maintaining any successful practice. 
It’s an integral part of running and growing your practice 
in a way that not only drives revenue and profit potential, 
but reduces business risk. Practices that are well managed 
have lower risk overall—including compliance, attrition, and 
continuity of management—adding up to a broad mandate 
to manage well across all performance drivers, including:

 § Staffing and capacity 

 § Productivity and profitability 

 § Technology and efficiency 

 § Client composition 

 § Operational and compliance risk 

 § Business development and growth 

 § Service mix and pricing 

Easing Out on Your Own Terms
As perspectives on life in retirement continue to change and evolve, many baby 
boomers have no plans to stop working, while others plan to ease their way into 
retirement. According to a 2013 survey of financial advisors conducted by Mathew 
Greenwald & Associates, the majority of respondents said they don’t plan on 
retiring all at once. About half (52%) said they’ll reduce business activities before 
they retire,4 through options such as partial book sales or delegating less profitable 
relationships to a colleague or successor. 

Partial book sales enable you to segment your book to focus on your best clients, 
which 42% of surveyed advisors said they intend to do. This allows you to maintain 
the relationships you want, typically with your most profitable and productive 
clients, while working less. Client relationships that are “sold off” often find value 
as well since many of these relationships represent younger clients still in the 
wealth accumulation phase. Such clients may benefit from increased attention from 
younger advisors seeking to acquire and grow relationships. 

52%

More than half of 
advisors plan to reduce 

business activities 
before they retire.4

4 Investment News: “Selling the Least Profitable Part of Your Wealth Management Business,” by Liz Skinner (2/27/14) 
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The succession planning process provides tremendous 
insight, allowing you to address potential problem areas 
before they crop up. In fact, financial advisors with 
more than three years until their practice transition can 
significantly influence practice valuation. If addressed 
early enough, many of the components that drive 
valuation can be influenced by the owner of the practice.

For example: 

 § If the weak point of a practice is its operating model,  
a move to a different firm could be considered. 

 § If an aging client base is an issue, a concerted  
effort to win younger clients or connect with the  
clients’ children will be beneficial. 

 § Similarly, more than three years are required if  
a successor needs to be hired and groomed, or  
if the practice has to be handed over in stages  
to a successor. 

Identifying issues early on in the process will give you  
the necessary time to tackle them, and to choose the 
most appropriate solution for optimizing the value of  
your business. 

Placing a Value on Your Practice 
When someone buys your practice, what are they really 
buying? Valuing a financial practice is more than just 
applying fixed multiples to revenue streams. The key 
to assessing the value of most practices is to address 
the issue of transferability and retention of clients by 
your successor. As a result, it’s advisable to seek the 
assistance of a professional who specializes in this area. 

The first step in determining the value of your practice is 
reviewing your assets and identifying the various revenue 
streams associated with them. While revenues represent 
a significant component in the valuation of a practice, 
additional factors will influence its ultimate value. Factors 
to evaluate include, but are not limited to: 

The types of revenue streams 

 § Client demographics 

 § Tax consequences 

 § The financial structure of the proposed transaction 

We recommend using a third-party provider that 
specializes in appraising financial services practices.

Partnering with an Institution 
Selling an independent practice to an institution—a bank or credit union—can be a smart and 
lucrative move for financial advisors seeking to exit the business outright, those planning to exit 
the business over time, or firms seeking an influx of operating capital. 

Advisors who choose to sell to an institution and continue to run the practice may see a 
significant increase in firm revenue over time. Often, this is due to lower operating expenses 
and economies of scale that come with being part of a larger organization. Shared office space 
and equipment—as well as shared services such as human resources, marketing, strategic 
planning, and compliance oversight—can reduce overhead, while referrals and a broader product 
offering drive revenue growth. 

Brand equity also plays a role in attracting and retaining clients. An established institution with 
strong brand equity can bring both tangible and intangible benefits to the practice—including 
increased market share resulting from a positive brand image that drives client loyalty and 
creates an emotional connection with consumers.
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Planning for Your Future
LPL Financial has helped thousands of financial 
advisors build and grow successful practices. We also 
provide advisors with access to an experienced group 
of specialists trained to proactively build and evaluate 
practice value, and develop effective business-continuity 
and succession-planning strategies.

Business Continuity & Succession Planning

For many financial advisors, retirement is typically not a 
one-time event, but rather an ongoing, long-term process. 
As such, your exit strategy should be carefully mapped 
out, with assumptions and tax implications considered 
well in advance. 

Because most advisors are focused on gathering assets 
and growing their practice, it’s easy for them to overlook 
the need to address what could happen to their practice if 
something were to happen to them. Since no one can predict 
the future, it’s best to plan and prepare in the present. 

The LPL Succession Planning Group can help facilitate the 
process through simplified solutions from beginning to 
end, helping you develop and implement an effective plan 
to ensure the continuity of your business and mitigate any 
disruption of service to your clients. The team can:

 § Evaluate and help maximize the value of your practice. 

 § Provide guidance to help you add value to your 
practice, which will ensure the best outcome for you 
and your clients. 

 § Assist you in growing your practice through the 
strategic acquisition of other practices. 

 § Assist you in implementing a customized strategy to 
help you sell your practice. 

Finding Your Succession Partner

LPL has an internal matchmaking service for potential 
buyers and sellers of practices or books of business. 

 § For interested buyers, we search for the best practices, 
starting with geographic locations, and then filter out the 
books of business available to best match your interests. 

 § If you’re interested in selling your practice in order 
to start your succession plan, or simply to filter your 
client groups through segmentation, we’ll help guide 
you in finding interested buyers on your terms so your 
transition is as smooth as possible. 

 § As of September 1, 2016, our Contingent Succession 
Plan Program will give you the opportunity to permit  
us to find a suitable buyer for your practice within  
our network in the event of your retirement, disability, 
or death. 

Acquisition Consultation & Financing
If and when you’re in a prime position to acquire another 
practice or book of business, we can help you take the 
next step by offering financing solutions to those who 
qualify through our Acquisition Loan Program. The benefits 
of securing an LPL acquisition loan are substantial: 

 § Avoid the red tape and stress that can accompany 
securing financing through a traditional bank or  
lending institution. 

 § Receive help with evaluating the purchase you’re 
considering. 

 § Leverage our decades of experience assisting  
advisors with their acquisitions, which are a great 
resource to help you streamline the process and  
avoid potential pitfalls.

Whether you’re heading straight into retirement or you 
have years to plan and prepare for the transition, we offer 
a multi-stage process that can help you build your practice 
into one of transferable value, and fully realize that value. 
Connect with us today to see how you can create a secure 
future for your clients, your loved ones, and for you.

Member FINRA/SIPC. For advisor use only. Not for distribution to the public.
SBS-0023-0916
Tracking #1-521784 (exp. 8/18)

For more information about LPL’s 
Succession Planning group, contact 
strategicbusinesssolutions@lpl.com or log on to 
the Resource Center and search for “Strategic 
Business Solutions.” 


