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INTRODUCTION

THE CHALLENGE OF SELLING

Congratulations, sellers! You have started down a path to a new phase of life, one you’ve 
assisted many clients in attaining: your succession from firm owner to your next chapter. You 

have invested years of hard work to build a business that has value and now it’s time for you to 
consider your options.

This is an exciting time filled with possibilities, but it can also be a time of stress and uncertainty. 
Usually, an owner sells their business only once, either in tranches or in a single transaction. We 
have worked with hundreds of firm owners and have written this guide with you in mind. We 
want to help you plan and execute a succession that benefits your clients, your family and you.

Successions and acquisitions make up more than 72% of Live Oak Bank’s investment advisory 
loan originations. Through our industry expertise and years of experience working on hundreds 
of business transitions, we have learned a thing or two about what makes a succession 
successful. We created this guide to help you think through your future and that of your business, 
with the goal of helping to make your succession a rewarding and positive experience. 

Live Oak is more than just a source of funds. We are your business partner. We stand ready with 
resources and expertise to help you succeed in your business goals and opportunities. Live Oak 
was designed to provide cash flow based loans, which is unique to your type of business. With an 
expert team specifically dedicated to helping independent financial advisors and more than 500 
highly experienced people on staff overall, we are well prepared to help you through this process.

This guide will walk you through the life cycle of a succession and provide information, tips and 
tools to help you navigate the process. 

We will cover the following topics:
 3 The Challenge of Selling
 3  Preparing for Succession
 3  Sourcing Buyers
 3  Finding the Right Buyer
 3  Structuring the Deal
 3  Financing the Deal
 3  Transitioning the Practice 

This guide is only the beginning of your succession adventure, and you are likely to have many 
additional questions. For more information, please consult our Knowledge Bank at  
Liveoakbank.com/ia-knowledge-bank-form or call us at (910) 758-2261. We are happy to talk 
to you even if you are months away from a succession.

As we have already stated, selling your business is an exciting time filled with possibilities, but 
it can also be a time of stress and uncertainty. Rarely does an advisor sell a business more than 
once, so developing expertise and confidence in this area is difficult. That’s why we developed this 
guide for you!
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PREPARING TO SELL YOUR BUSINESS

Taking some time to research and prepare for selling your business should yield many benefits. 
• It increases the odds that you will get what you want in terms of buyer profile, price, deal 

structure, transition, and life after transition. You will be able to negotiate more effectively from a 
position of knowledge and preparation. 

• It will help relieve fears and anxiety in both your staff and your clients. You will be able to better 
articulate the timing, the transition and benefits for each of them.

• It will help you filter out the noise and distraction we discussed earlier.

• It will give you confidence that your search will end well and make for a more satisfying transition 
process. 

Below we will discuss preparing yourself, preparing your business, preparing your staff and 
preparing your clients. Let’s start by preparing yourself.

As Stephen Covey wrote so famously in The Seven Habits of Highly Effective People, start with the end 
in mind. Try to imagine a perfect day after you sell your firm to a successor.  What activities will 
you engage in? Where are you doing them, and with whom? Fix your vision in your mind. Allow it to 
motivate you to create a successful transition. Use the Goal Developer on page 16 of the workbook 
at the back of this guide to document your perfect day.

Next, create a retirement budget, just as you would for a client. The sad fact is, many financial 
advisors don’t create a plan for themselves! What will your living expenses be like once you 
complete your succession plan? What are your revenue sources? Will you receive any income from 
other employment? How much income can you count on from other sources such as Social Security, 

There are two principal risks you will need to manage through this process. First is the risk of 
adverse selection—that is, selecting a buyer who does not fit your practice or your clients. This can 
result in significant attrition from the business, forcing an unanticipated reduction in the final sum 
you receive. Second is the risk that the buyer fails to pay you at some point. This could be due to a 
variety of reasons:

• A downturn in the market
• Depression
• Drug abuse
• Divorce
• The buyer is removed from the industry
• Death
• Disability

Much of this guide will be focused on mitigating these two risks. 

According to FP Transitions in 2018, the ratio of buyers to sellers is 50 to 1. Imagine you announce 
that you are ready to sell your practice. That’s a lot of buyers coming at you! But that number is 
deceiving. Most of these so-called buyers are merely interested parties, not qualified buyers. The 
actual ratio of qualified buyers to sellers is closer to 3.5 to 1, according to Succession Resource 
Group in February 2019. This can create a lot of noise and confusion. Your job, therefore, is to stay 
focused and ignore the noise. It’s more important to keep the business steady and growing, so you 
can maintain its value in the marketplace.

You must be clear and honest—with yourself and with potential buyers—about what is most 
important to you in terms of who you would consider an ideal buyer, the type of transaction you’d 
prefer, your vision of a transition, and how you’re thinking about life after the sale. Taking time to 
prepare now will help you secure the maximum value for your practice.
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annuities or your investments? Will your spouse earn income? 

Now, compare your projected income to your projected expenses. Is there a gap? Annualize the 
gap, then divide the result by .04% to estimate how much additional capital you need. When 
you sell the business will you net enough to cover the capital gap? If not, what could you do to 
obtain the capital you need? Are there ways you can increase the value of the practice? Use the 
Retirement Revenue Analysis Tool on page 17 of the workbook to work through your projections. 

Use your projections to inform the way you plan for a succession. You can choose from several 
different types of succession.

Staged succession to the next generation is one way to preserve the firm that you worked so 
hard to build. This scenario tends to create a positive client experience since clients have time to 
get to know your successor. As a result, attrition is usually very low. The staged strategy allows 
the G2s — your next generation advisors — to step into ownership gradually and provides you 
a gentle glide path toward exiting the practice. Sometimes, however, G2s cannot afford the 
acquisition; or, after working for a time, decide that firm ownership is not what they desire.

Full succession to G2s offers many of the same benefits as staged succession. It also allows you 
to reach your goals more rapidly and reduces the possible pain of transition for clients.

Sometimes advisors talk about wanting to “take some chips off the table” but remain engaged in 
a career they’ve come to love. Imagine selling the bulk of your business to another advisor and 
keeping only your most satisfying clients, the ones who make you smile when they call. The route 
to this best-case scenario is a partial book sale. You can tuck under the buyer, and he or she can 
take on administration of the business. Meanwhile, you get to recapture the joy of your chosen 
career. That sounds pretty good, doesn’t it? Of course, you will have to take on the work of finding 
a qualified buyer who will suit your firm’s culture. You may also have to explain to some of your 
clients why you transitioned them and kept others.

The final choice is in some ways the simplest: selling your entire business to another advisor. 
This is the fastest way to transition the firm, and you can invest your proceeds. You may decide 
to stay on as an employee, or you may decide to engage in your post-succession life right away. 
If you have an immediate need, health issue or family issue, a straight-on sale can be the most 
satisfying strategy. Again, you must find your qualified buyer and communicate the change 
effectively to staff and clients.

PRICING YOUR FIRM

It’s important to think through deal structure and determine what is most important to you.  At 
Live Oak Bank, we have a saying: “You name the price, I will name the terms; or you name the 
terms, and I will name the price.” There are three key components to any deal structure; price, 
terms and taxes.

Most independent advisors have heard of multiples. Like stocks, advisors’ firms do have a P/E 
multiple; as with stocks, those multiples vary.  The average price of all homes sold in the US in 
2016 was $123 per square foot, according to the website Realtor.com.  That number may or may 
not apply to your home! The same is true for your business. The multiple is just a starting point, 
not a valuation.

At Live Oak Bank, we strongly recommend hiring an experienced valuation specialist. You need 
to know what you’ve got before you go to market. Often, a valuation specialist can give you good 
ideas for increasing the value of your firm as you prepare.

Bear in mind that even the best valuation is not the same as a price — and it typically does not 
equal the final amount paid. Think about how important your firm’s price is to you.  Would you 
sell to a buyer who does not fit your culture just to get a higher price?  Are you willing to accept 
a long-term payment plan from a buyer, with all its inherent risk, just to get a higher price?  Are you 
willing to accept a less favorable tax structure just to get a higher price?
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It is just as important to think about the terms of the deal as it is to think about the price you want. 
Deal terms govern how a buyer will compensate you for your business and how the buyer and seller 
will distribute risk.  If the buyer bears most of the risk—by paying for the firm quickly— they usually 
can ask for a discount. If the seller bears most of the risk—by maintaining equity in the firm for an 
extended period—they can usually ask for a premium.  How much risk in the transaction are you 
willing to bear?

Taxes are another key component of the deal. Some tax allocations, such as goodwill, allow for 
long-term capital gains treatment. Other allocations, such as consulting, are taxed as earned income 
and therefore may be subject to federal and state income tax (if your state has its own income tax), 
FICA and Medicare. Are you willing to take a lower price or increased risk in the deal in exchange for 
a favorable tax allocation? These are important issues to discuss with your accountant and attorney 
as well as your spouse. Your accountant and attorney will have a lot to say about what would be an 
optimal deal structure for your specific situation and desires. 

The Deal Structure Flexibility Matrix found on page 26 of the workbook will help you think through 
and prioritize the deal components from most important to least important. You’ll find more details 
on deal components in “Structuring the Deal” on page 12.

MAXIMIZE THE VALUE OF YOUR FIRM

Buyers are looking to acquire revenue that is affordable, transferable, predictable and lasting. How 
your business is structured, the demographics of your clients, growth potential and other factors 
will influence the value of your practice.

These are a few of the items that will create a discount for your practice: 

• Aging client demographics
• Concentration of AUM among a few clients
• Declining revenue
• Assets in alternative investments that are difficult to transition or service
• Expenses that the buyer will be required to accept (lease, staff, etc.)
• Service model that is difficult or expensive to replicate
• Distant client relationships
• Ongoing compliance issues

These are some of the items will create a premium for your practice:   
• High business potential
• Accelerating or steady growth
• Strong cohort of younger clients
• Ease of transition
• Ease of business

You can take steps now that will prepare your business for acquisition and possibly create a premium 
for yourself. Start with the mix of products. Are the products you use easy to understand? Do they 
create recurring revenue? Are they easy to maintain and service? Are they easily transferable? If you 
are a registered rep with a broker-dealer, bear in mind that there are certain products such as REITs 
or alternatives that some BDs simply refuse to transition, and their revenue streams may become 
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worthless if selling to an advisor outside of your BD. Also, some products such as annuities early in 
their surrender period can lock up AUM in a non-recurring revenue state for an extended period of 
time. This can detract from your firm’s value because the product creates service responsibility but 
little or no revenue.

Next, assess your expense structure. Can you reduce or eliminate any expenses so they won’t transfer 
to the buyer? Inelastic expenses reduce your firm’s profit and may trigger a discount. Can leases be 
renegotiated to end with the sale of your business? Are there staff who can be incented to retire 
when you sell the business? Do you have paid referral relationships that can end with the sale of the 
business, or, if the buyer is interested, continue under the same terms?

Do you have a smooth and efficient service model that maximizes revenue and minimizes cost and 
effort? Have you segmented your clients into three or four groups? Have you developed a service 
model for each that matches the amount of revenue received?  Often, when advisors segment their 
clients into groups, they find that only the top and bottom tiers are profitable.  Advisors tend to 
know what services to offer to each.   The middle-tier clients are unprofitable, however, because they 
enjoy “service creep;” these clients wind up receiving top-tier service even though they generate only 
second-tier revenue.

Look at your service models and make sure they’re easily transferable and efficient. For example, 
meeting every “A” client in their home once a quarter may be difficult for a buyer to replicate. Training 
your clients to meet in the office or via a webinar can retain the value of your business.

How efficient are your other business processes?  Do you have documented workflows for your three 
key business processes: client onboarding, client service meeting, client requests service? Are the 
workflows automated, ideally within your contact management system?  Make sure staff roles and 
hand-offs are clear within your workflows. Some buyers find good business systems very attractive 
and will pay a premium to learn them and adopt them for their entire practice.

The Business Assessment Tool in the workbook will help you assess your business so you can analyze 
and maximize its value.

PREPARE YOUR STAFF FOR A TRANSITION

Staff can make or break a business, and staff can make or break the sale of a business as well. It’s 
essential to take time to think about your staff and to prepare them for the transition.

As stated above, it may be helpful to the buyer if you can incentivize some staff to retire when you sell 
the firm. In other cases, a highly skilled staff may be an asset of the practice, and the buyer may be 
interested in retaining your people. Take time to assess your staff and determine who should possibly 
stay through a transition—then nail those people down with retention agreements or non-competes. 
Staff that can maintain a satellite office, have strong relationships with clients, know your business 
systems or know your product suite may be good candidates for remaining with the business through 
the sale and transition.

Take some time to assess the skill level of your staff as well. Would they benefit from training that 
could make them more attractive to buyers—or, if they will not be part of the transaction, more 
attractive in the job market? If they will not be part of the sale and transition, do you have friends or 
colleagues who could possibly hire them? Could you make an introduction or recommendation?

Motivated staff can be the key to a successful sale and transition. Demotivated staff can delay 
transition and possible even sabotage a sale. Are the staff excited about the prospects of a new 
advisor and practice? Can you provide an incentive for a successful liquidity event? Can you assist 
them with financial planning and a “retirement package?” Now is the time to determine the level 
of motivation you can expect from each staff member and take steps, if needed, to create the best 
possible environment for a transition. 
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Have you thought through how you will break the news to your staff? Have you figured out how to 
communicate your key messages, such as:

• Why you’re selling

• What you envision happening to them

• How involved they will be in decisions

• How this can be a positive development for them 

Think through when and how to break the news. Be open and available for honest, hard questions 
from your staff. It may take a while for the news to sink in. Remember, most people need time to 
process change. The Staff Assessment and Planning Tool on page 22 of the workbook will help you 
work out the key issues of planning and supporting your staff through the sale and transition.

PREPARE YOUR CLIENTS

Client attrition during a transition can trigger a claw back on the initially agreed price for your 
business. By preparing your clients for a change, you can minimize attrition. If you have not 
segmented your book, now would be a good time to do that. Assess the communication needs 
of each client group. Review the product mix for each group. Do you need to shift to a more 
transferable product? Develop key messages for your clients.

• Why you’re selling

• What will happen to them 

• Why this is a positive development for them

Think through when and how to break the news. Many clients will need reassurance that they will 
be treated at least as well as you have always treated them. Be open and available for honest, hard 
questions from your clients. It may take a while for the news to sink in.

Consider creating a client advisory board if you do not already have one. (If you are not familiar with 
client advisory boards, they are NOT a governing board. Their role is to give you feedback from a 
client’s point of view.) Your advisory board can review key messages and give you feedback on how 
they will be received by the rest of the clients. In addition, they will be able to provide feedback on 
potential buyers and proposed transition plans.

PREPARE YOUR FAMILY

Your family can be an important part of your support system. Sometimes advisors go back into 
practice because the increased time with their spouse and family produces undue stress in their 
relationships. Think through how the sale of your business will change your time and commitments 
and how it will affect your family life. Take time to discuss your plans to sell the business with your 
family. Talk to them about how you plan to spend your time and how that will impact each of them. 
Your loved ones have a right to ask questions and provide feedback on your plans. 
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DEFINE YOUR IDEAL BUYER

As we said at the beginning of this guide, when you announce that you are planning to sell your 
business, you can expect a lot of interested but not qualified buyers to approach you. Their attention 
can be very distracting just when you need to work hard at maintaining the level and therefore the 
value of your business. Take time now to define your ideal buyer; a process to quickly identify them 
will save you a lot of time, effort, distraction, and frustration.

There are several ways to assess a potential buyer and determine whether they are actually qualified:

• How much experience does the buyer have? Is three years in the business enough? Are they 
nearly your age—which may place your clients into a cycle of repeated sales and transitions?

• What is the buyer’s level of production? Are they considerably larger than you? Does that 
matter? Are they so much larger than you that you feel your clients may get “lost” in the new 
practice?

• Does location matter to your clients? Does the advisor need to interact with them in person, or 
can they leverage technology while living and practicing in another location?

• Does the BD or custodian affiliation matter? Would you be willing to move your business to a 
different BD or custodian prior to the sale?

• Are you expecting the buyer to hire your staff? What if they already have enough staff and do 
not want yours?

• Is there a cultural fit between your business and the buyer’s business? Do you have similar 
value propositions? Do you have similar business models? Does it matter if they are a 
registered rep, hybrid, or fee-only RIA? Do you have similar service models, product suites, and 
advice philosophies? Do you have a similar ideal client or target market?

• What observable hallmarks of the buyer’s character can you perceive? What observable 
hallmarks of integrity can you discern?

• Are the buyer and his business competent to take on your clients and to serve them well? Do 
they have the capacity? Do they have the capability? 

Can the buyer afford your business? Can they secure bank financing? What is their credit score 
(look for at least 680)? Do they have any bankruptcies, tax liens, foreclosures or short sales? Are 
their expenses no more than 40% of their gross revenue? Do they already have a relationship 
with Live Oak Bank? It’s okay to ask the hard questions early. 

The Ideal Buyer Profile on page 23 of the workbook will help you document the key attributes of your 
ideal buyer and help you distinguish between an interested party and qualified buyer.

SOURCING BUYERS
It will not be difficult to find buyers. In fact, they will find you once you go public with your 
intention to sell. The challenge will be finding the right buyer as efficiently as possible. Start by 
considering your sources. The source of the buyer will drive the type of deal. Here are a few 
sources to consider:

• Your staff: Selling to the next generation in your office usually provides the best cultural fit and 
client experience—but they may not be the top bidders or most experienced buyers. 

• Natural market: Those advisors you know and respect usually allow for a good cultural fit and 
easier transition.

• Introduction to other advisors through your BD or custodian expands the scope of your search 
but makes the transition easier.

• Listing services tend to broaden your scope and focus on price—but may not provide the best 
cultural fit or transition. 

Once you have decided on your sources, it’s time to filter those 50 interested parties down to the 
5 most qualified buyers.
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Let’s start by introducing what Live Oak Bank calls the 4 C’s: Culture, Character, Competence and 
Capital. These 4 C’s can help you find your best-fit buyer and provide a better experience for you and 
your clients. 

Culture refers to the key elements that make up your business, such as your value proposition, your 
business model, your service model, your advice philosophy, your investment philosophy, etc. Even your 
office dress code counts. 

Character refers to honor and integrity. Is the buyer someone who can be trusted to negotiate truthfully? 
Can the buyer be trusted with the seller’s valuable clients? Many advisors consider the transition of their 
clients to be their last act of service, and they want to make it one of their best acts of service by placing 
their clients into the hands of a successor who will treat them with honesty and integrity. 

Competence refers to both the buyer and their practice. Does the buyer and their practice have the 
capability and capacity to take on all the seller’s clients and serve them well? The buyer may believe so, 
but they should be ready to demonstrate their capability to your satisfaction.

Capital tells you whether the potential buyer is a browser or a buyer. Do they have access to adequate 
funds to purchase your practice and invest in serving your clients? When a potential buyer can 
demonstrate that they have access to appropriate amounts of capital, you can manage down your risk 
of non-payment.

FINDING THE RIGHT BUYER 
Start by creating an ideal buyer profile. You will find a buyer profile on page 23 of the workbook that will help 
you identify and prioritize the attributes of your ideal buyer. This tool will help you filter through all those 
interested parties to find the truly qualified buyers. The attributes you may want to consider include:

• Designations
• Affiliation
• GDC
• AUM
• Number of existing clients
• Number of current staff
• Credit score
• Percent of revenue (post grid if a registered representative) that is spent on overhead
• Other important considerations

We are going to work through three stages which will progressively filter out more and more 
interested but unqualified parties.

Stage One – Buyer Questionnaire

Start by sending out a Buyer’s Questionnaire to all interested parties. Set a firm but fair deadline, 
such as two weeks, for buyers to return the questionnaire. Responsiveness is a key indicator of 
the quality of the buyer. As you receive the completed questionnaires, compare them with your 
prioritized ideal buyer profile. Place the buyer in one of three categories:

• Top Candidate—Move on to next stage
• Maybe—Worth another look if no one works out in the top group
• Filtered out 
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Stage Two – Initial Background Check

This is a high-level background check. It does not replace the deeper due diligence you will do 
when you have identified one or two qualified buyers. 

Do an internet search of the advisor’s name and firm name. What do you find? Is there anything that 
either verifies or counters their questionnaire responses? Make notes on the questionnaire if relevant.

Review the potential buyer’s web site. Again, is there anything that either verifies or counters their 
questionnaire responses? Make notes on the questionnaire if relevant.

Finally, review their Brokercheck and/or SEC report. Are there any disclosures? How were they 
resolved? Are there any themes you can detect? Make notes on the questionnaire if relevant.

Place the buyers who made it to this stage in one of three categories:
• Top Candidate—Move on to next stage
• Maybe—Worth another look if no one works out in the top group
• Filtered out

Stage Three – Interview Top Candidates

By now you have most likely had several conversations with potential buyers. You may have 
already selected your most qualified buyer! But whether your choice has come down to one, two 
or three, don’t make a final choice without a formal interview. 

The objective of your interview is two-fold: to rectify any potential conflicts and to gather 
additional information on attributes that could be a key factor for you. Get a feel for the 
candidates’ presentation style and how they respond when challenged. Listen for those who will 
best help you achieve your post-transition goals, who will best serve your clients, and who are the 
most financially qualified.

Typical interview questions you may want to ask include: 
1. Tell me about your ideal client.
2. Tell me about your value proposition.
3. What do you like about your business?
4. What is one thing you would change about your business if you could?
5. How have you segmented your book?
6. Tell me how you serve each client segment.
7. What is your fee structure?
8. Tell me about your product and service offerings.
9. Tell me about your capacity to serve my clients.
10. How would my clients plug into your service model?
11. Ask about anything you found on Brokercheck/SEC Web Site.
12. Ask about anything you found on Google.
13. What is your credit score? (Ask to see Creditwise or Credit Karma.)
14. What percentage of firm revenue goes to expenses (look for less than 35% excluding 

owner’s compensation)?

Once you have selected a top candidate, conduct a deeper due diligence. 
• Review the buyer’s client segmentation.
• Review the buyer’s product suite.
• Interview the buyer’s staff.
• Sit in one or two client meetings.
• If the buyer has a client advisory board, attend a meeting.
• Review licenses and registrations.
• Examine the buyer’s valuation documents. 
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STRUCTURING THE DEAL
A deal has three basic components: price, taxes, and terms. Each component works in relation to 
the others. Often, buyers shy away from a high price. But savvy sellers will continue the discussion, 
recognizing that often a high price can be mitigated by tax treatment or favorable deal terms.
 
Let’s talk about price first. Prices are determined by three elements: the multiple, the valuation, and the 
final price paid. The multiple does not equal the valuation, and the multiple and valuation do not equal 
the final price paid. 

Multiples of recurring revenue have held steady for the last three years at about 2.4 times, while 
multiples of transaction-based revenue have declined steadily. 

Valuations are usually based on discounted cash flow, multiples of EBOC (Earnings Before Owners 
Compensation) or EBITDA and market comparables—that is, recent prices for similar firms. These 
are weighted, blended and then adjusted for such factors as transferability of the business and client 
demographics. To qualify for financing, a buyer will need a certified valuation by a third party. Several 
firms specialize in valuing investment advice practices. Custodians and independent broker-dealers 
often have lists of valuation firms to recommend. 

The final price a firm commands will reflect the valuation and the multiple, but ultimately it is driven 
by deal structure, and how much risk the buyer and seller will respectively bear. The more risk borne 
by the buyer—that is, the greater portion of the price the buyer pays up-front—the greater the buyer’s 
power to drive down the price. 

There is no right or wrong in how the taxes are allocated for a deal. It is all a negotiation. The most 
important point is that the allocation of value must match for both the buyer and seller on their IRS 
forms 8594. 

Goodwill for client relationships usually makes up most of the allocation. Sellers prefer goodwill 
because it will be taxed based on long-term capital gains rates. Buyers do not like goodwill because 
they must depreciate it over 15 years. 
 
Consulting accounts for the work the seller will do to transition the book. Sellers do not like this 
allocation because it will be taxed as ordinary income and therefore is subject to federal income tax 
and self-employment tax, as well as state and local income tax (depending on the location of the 
business). Buyers prefer this allocation because they will be able to deduct the full amount in the year it 
is paid. 
 
A certain amount will be allocated to restrictive covenants such as non-compete, non-solicit, or no-
serve clauses. Neither buyer nor seller likes this allocation. The seller is going to pay income tax and 
the buyer is going to depreciate it over 15 years, but it is important legally. You need to allocate enough 
value to your protective covenants for a court to determine them enforceable. Your accountant and 
attorney should be able to help you here. 

In a few instances, a very small amount of the deal might be allocated to tangible assets. Tangible 
assets might include such items as furniture or computers.

There are six ways to pay for a deal, and many can be combined. 
1. Cash: This is the hard way to pay for an acquisition and is generally reserved for a small portion 

of the deal—or very small deals. 
2. Period Certain Earnout: Buyer agrees to pay a percentage of revenues to the seller for a fixed 

period. The actual amount may vary based on the revenue of the business during the time 
frame. 

3. Amount Certain Earnout: Buyer agrees to pay a percentage of revenues to the seller until a 
certain amount is reached. The timeframe will vary. Usually, a bank cannot be involved when an 
amount certain earnout is part of the deal structure. 

4. Fixed Seller Note: The seller agrees to lend the money to the buyer, typically for 3 to 6 years at 
about 6%. The principal, rate and term are all fixed. 
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5. Variable Seller Note: The seller agrees to lend the money to the buyer usually for 3 to 6 
years at about 6%. The principal may be reduced if client attrition reaches higher levels than 
indicated in the agreement. 

6. Live Oak Bank Loan: There are a handful of lenders who will provide credit to financial 
advisors, but Live Oak is the industry leader. Live Oak Bank Loans are 10-year term loans 
with no prepayment penalties. Often Live Oak Bank can finance 100% of the deal over 10 
years. This makes for positive cash flow from the first year for the buyer. To qualify for the 
loan, a buyer must have a credit score of at least 680 on the lowest of the three reporting 
agencies with no tax liens, foreclosures, bankruptcies, short sales, etc. The buyer must be 
in the business for at least one year and in good standing. The buyer’s business must have 
a debt service coverage ratio of 1.75. The process to apply and close on the loan takes on 
average, 37 business days. While that sounds like nearly two months, it is best to think 
in terms of three months so there is time to address any issues uncovered during the 
application process. 

Prior to any negotiations, you should determine what component of the deal structure is most 
important to you and make sure to consult your accountant. Be sure to communicate your 
priorities to your qualified buyer. On page 26 of the workbook is a Deal Structure Flexibility Matrix 
that will help you prioritize the deal components from most to least important. 

TRANSITION: YOUR LAST ACT OF SERVICE TO YOUR CLIENTS
You have spent years providing your clients with top-flight service. A smooth transition that serves 
your clients well can give you the satisfaction that your last act of service was as thoughtful and 
attentive as the service your clients had come to expect throughout your career. You can take this 
satisfaction with you into your post-transition years.

Many people are concerned about expected attrition rates during transition. This is what we have 
encountered at Live Oak: 

• Internal transition from Generation 1 (G1) advisor to Generation 2 advisor (G2) – 1% to 3% 
client attrition

• External transition from one advisor to another advisor external to the practice but part of the 
same broker-dealer or custodian – 3% to 6% 

• External transition from one advisor to another advisor external to the practice and external to 
the broker-dealer or custodian – 4% to 10% 

Planning for the transition should begin at the early stages of negotiation. It is important that the 
book be segmented, and that key messages and contact methodology are defined for each segment. 
Also, it is important that the staff know the key messages and communicate them consistently. 

Typical key messages include:

• I’ve followed my own advice and I’m planning for a fulfilling retirement
• I have done rigorous due diligence and have identified [buyer] as my successor.
• They will do a good job because [list attributes]…
•  My confidence in him/her is so high that they will be my advisor, too.

Many acquirers benefit from establishing a client advisory board made up of a few of the selling 
advisor’s trusted clients to help provide feedback during and after the transition. At times, they 
have even helped advocate for the new advisor. However, be careful of the rules regarding client 
testimonials. 

Once you have closed your deal, you may want to start with a few “D” clients and practice your 
key messages and contact methodology. Work with the buyer on outreach and make sure your 
messages are consistent. Once you and the buyer both have a smooth and effective key message, 
get in touch with the “A” clients and work your way through the segments.
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CONCLUSION
In this guide, we helped you plan and execute a succession that benefits your clients, your family and 
you. Here are the key takeaways: 

Preparation: Preparation will help you achieve a better experience for you, your clients, your staff and 
your family. 

Sourcing Buyers: It is important to prepare, define and document your ideal buyer. 

Finding the Right Buyer: Filter candidates using your ideal buyer profile. Research and listen for 
aspects that either reinforce and counter attributes of your ideal buyer. Be sure to select a buyer with a 
relationship with Live Oak Bank or another source of capital. 

Conducting Due Diligence: Assess each candidate’s 4 Cs through further research, observation and 
interviews.

Structuring the Deal: Price, Terms and Taxes are all negotiated and generally work in relationship with 
one another. 

Financing the Deal: Your buyer can finance a deal through cash, earn out, seller note or Live Oak Bank. 
Live Oak Bank offers you the ability to eliminate the risk of non-payment and give you peace of mind as 
you pursue new opportunities.

Transition the Deal: Transition is your last act of service to your clients. Plan the transition early, draft 
key messages and contact strategy for each segment, and practice on “D” clients before moving to the 
“A” clients. 

We have several resources that can further assist you. Access these resources at  
https://www.liveoakbank.com/ia-knowledge-bank-form. 

If you have additional questions, please call us at 910.758.2261. We understand your business.
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GOAL DEVELOPER
Soon you will be free of your practice. How will you fill your time? Who will be with you? It’s 
important to take time to imagine your future so you can convert it from a hope and dream to a 
goal. Use the worksheets below to work through your ideas.

Talk about your goals

It’s a perfect day and you have sold your practice. What are you doing?

Who are you doing it with?

When are you doing it?

Where are you doing it?

How much will it cost to do each year?

It’s a perfect day and you have sold your practice, what else could you be doing?

Who are you doing it with?

When are you doing it?

Where are you doing it?

How much will it cost to do each year?

It’s a perfect day and you have sold your practice, is there anything else you could be doing?

Who are you doing it with?

When are you doing it?

Where are you doing it?

How much will it cost to do each year?
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RETIREMENT REVENUE ANALYSIS TOOL
This page will help you get a sense of what proceeds you may need from the sale of your practice in 
order to cover your future expenses and  goals.  This is just a start.  If the amount needed is greater 
than the value of your practice you may need to adjust your expenses, adjust your goals or work to 
increase the value of your practice.

Annual Costs
Housing 

Transportation 
Healthcare

Food
Entertainment

Travel
Personal Insurance
Cash Contributions

Taxes (Federal, State, Property, etc.)
Other

Goals (From previous workbook)
(Previous workbook Box E + Box J + Box O)

Total Annual Costs

Annual Income Streams

Total Income Streams (e.g. Annuities)
Expected Social Security

Other expected income streams

Total Annual Income Streams

Asset Based Revenue 
 
Total Revenue for all investments (excluding the practice) 

Additional Assets Needed (Perhaps from the Practice)

Total Revenue over (Short)
(Box A + Box B - Box C = Box D)

Additional Assets Needed
(If Box D is negative, divide by a -.04 = Box E)

Box A

Box B

Box C

Box D

Box E
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BUSINESS ASSESSMENT TOOL: PRODUCTS
You can take steps now that will prepare your business and possibly create a premium for yourself. 
Think through various aspects of your business. What can you change to enhance the value of your 
business?

Business Area Questions to Consider Rating (Needs Improvement, 
Adequate)

Planned Action Items

Products 1) Are the products you use 
easy to understand? 

2) Do they create recurring 
revenue? 

3) Are they easy to maintain 
and service? Are they easily 
transferable? 

(There are certain products 
that some BDs simply refuse 
to transition. Those revenue 
streams can become worth 
zero if selling to an advisor 
outside of your BD if you are 
a registered representative. 
Also, some products can 
lock up AUM in a non-
recurring revenue state for 
an extended period. This can 
trigger a discount creating 
service responsibility with 
little or no revenue.)

Notes:
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Notes:

BUSINESS ASSESSMENT TOOL: EXPENSES
The table below is from the Investment News Financial Performance Study of Advisory Practices. Find the 
revenue range at the top that best fits your revenue. In the top row, find your revenue range. Then, study the 
ratios in that column and answer the questions below.

Business Area Questions to Consider Rating (Needs Improvement, 
Adequate)

Planned Action Items

Expense 
Structure

1) Are there expenses that 
can be reduced or eliminated 
instead of transitioned to the 
buyer? 

2) Can leases be renegotiated 
to end with the sale of your 
business?  

3) Are there staff who can be 
incented to retire when you 
sell the business? 

4) Do you have paid referral 
relationships that can either 
be shifted to the buyer or if 
the buyer is not interested 
can end with the sale of your 
business?

(Transitioned expenses reduce the 
profit and can create a discount.) 

*Investment News 2016 Financial Performance Study
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Notes:

BUSINESS ASSESSMENT TOOL: SERVICE MODEL
Business Area Questions to Consider Rating (Needs Improvement, 

Adequate)
Planned Action Items

Service Model 1) Do you have a smooth 
and efficient service model 
that maximizes revenue and 
minimizes cost and effort?

2) Have you segmented your 
clients into three or four 
groups?  
 
3) Have you developed a 
service model for each that 
matches the amount of 
revenue received?  

4) Are your service models 
easily transferable and have 
you minimized the effort 
required? 

(Often advisors segment their clients 
into groups and the top tier client 
group is profitable and the bottom 
tier client groups are profitable.  
Advisors tend to know the service 
to offer to each of these.  But often 
the second-tier client group is 
unprofitable because they receive 
top tier service but only generate 
second-tier revenue.)
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Notes:

BUSINESS ASSESSMENT TOOL: WORKFLOWS
Business Area Questions to Consider Rating (Needs Improvement, 

Adequate)
Planned Action Items

Workflows 1) Do you have documented 
workflows for at least your 
three key business processes; 
client onboarding, client 
service meeting, client 
requests service? 

2) Are the workflows 
automated perhaps within 
your contact management 
system?  

3) Are staff roles and 
handoffs clear within your 
workflows?

(Some buyers find good business 
systems very attractive and will 
pay a premium to learn them 
and adopt them for their entire 
practice.)
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Staff can make or break a business. Staff can make or break a sale of the business as well. So it’s 
important to take time to think about your team and prepare them for the transition.

It may be helpful to the buyer if you can incentivize some staff to retire when you sell your business. 
In other cases, good staff may be a strength of the practice and the buyer may be interested in 
retaining them. You should assess your workers to determine who should possibly stay through a 
transition. People who can maintain a satellite office, have strong relationships with clients, know 
your business systems or know your product suite may be good candidates for remaining with the 
business through the sale and transition.

Now is also a good time to assess your staff’s skills. Do they need training to make them more 
attractive to buyers—or, if they will not be part of the transaction, more attractive in the open job 
market? If they will not be part of the sale and transition, do you have friends or colleagues who 
could possibly use your staff in their business? Could you make a recommendation?

Motivated workers can be the key to a successful sale and transition. Demotivated workers can 
delay or possibly even sabotage a sale or transition. Are the staff excited about the prospects of a 
new advisor and practice? Can you provide an incentive for a successful transition? Are they looking 
to retire at the sale of the business? Can you assist them with financial planning and a “retirement 
package”? Now is the time to determine the level of motivation you can expect from each staff 
member and take steps if needed to improve their motivation.

STAFF ASSESSMENT AND PLANNING TOOL

Name and Role Post-Transition 
Preference  
(Retire, Outsource 
or Transition to the 
Buyer’s Practice)

Motivation 
 (Low, Medium, 
High) 

Steps to Improve 
Revenue

Skill for Next Step 
(Low, Medium, 
High) 

Steps to Increase 
Skills
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When you announce that you are planning to sell your business, you can expect a lot of interested, 
but not necessarily qualified buyers to approach you. Their attention can be very distracting just 
when you need to work hard at maintaining, if not increasing, the value of your business. It is 
essential that you don’t waste time on buyers who are a bad fit. By taking time now to define your 
ideal buyer, you may save yourself a lot of time, effort, distraction, and frustration.

The table here will help. Complete the Ideal Requirements and Relevance columns (pink) on the 
table. To assess a potential buyer, add their actual attributes and compare them to your ideal. You 
give each prospective buyer a score by multiplying the relevance score of the item by the fit score of 
the item.

Here are some questions to consider as you complete the form on the next page:

• What is the buyer’s level of production? Are they considerably larger than you? Does that matter? 
Are they so much larger than you that you feel your clients may get “lost” in the new practice? 

• Does location matter to your clients? Does the advisor need to interact with them in person, or 
can they leverage technology while living and practicing in another location? 

• Does it matter which BD or custodian they affiliate with? Would you be willing to move your 
business to a different BD or custodian prior to the sale? 

• Are you expecting the buyer to inherit your staff? What if they already have enough staff and do 
not want yours? 

• Is there a cultural fit between your business and the buyer’s business? Do you have similar 
value propositions? Do you have similar business models? Does it matter if they are a registered 
rep, hybrid, or fee-only RIA? Do you have similar service models, product suites, and advice 
philosophies? Do you have a similar ideal client or target market? 

• What observable hallmarks of the buyer’s character can you perceive? What observable hallmarks 
of integrity can you discern? 

• Are the buyer and his business competent to take on your clients and to serve them well? Do they 
have the capacity? Do they have the capability? 

• Can the buyer afford your business? Can they secure bank financing? What is their credit score 
(look for at least a 680)? Do they have any bankruptcies, tax liens, foreclosures, or short sales on 
their credit record? Are their expenses no more than 40% of their gross revenue? Do they already 
have a relationship with Live Oak Bank? It’s okay to ask the hard questions early.

On the final page is an interview guide that you may find helpful in scoring your potential 
buyer. After interviewing the potential buyer, review the scores on the following page and make 
adjustments.

IDEAL BUYER PROFILE AND ASSESSMENT
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IDEAL BUYER PROFILE AND ASSESSMENT
Potential Buyer: _____________________________________________

Question Answer Score Fit (High=3, 
Medium = 2, Low = 1)

1) Tell me about your ideal client.

2) Tell me about your value proposition.

3) What do you like about your business?

4) What is one thing you would change 
about your business if you could?

5) How have you segmented your book?

6) Tell me how you serve each client 
segment.

7) What is your fee structure?

8) Tell me about your product and service 
offerings.

9) Tell me about your capacity to serve my 
clients.

10) How would my clients plug into your 
service model?

11) Ask about anything you found on 
Brokercheck/SEC Web Site.

12) Ask about anything you found on a 
Google search.

13) What is your credit score?  
(Ask to see Creditwise or Credit Karma)

14) What percentage of firm revenue 
goes to expenses (look for less than 35% 
excluding owner’s compensation).

Total Score
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Item Ideal Relevance (High=3, 
Medium = 2, Low 
= 1)

Actual Fit (High=3, 
Medium = 2, Low 
= 1)

Score (Revelance 
X Fit)

Age

Years in the Business

GDC

AUM

Number of Clients

Number of Staff

Proximity of Office

Broker/Dealer

Ideal Client

Target Market

Cultural Fit

Value Proposition

Business Model

Serice Model

Advice Philosophy

Product Suite

Character (Honesty and 
Integrity)

Designations

Capability

Practice Capacity

Credit Score

Any Bankruptcies, tax 
liens, foreclosures, or 
short sales?

Expense Ratio

Existing Relationship with 
Live Oak Bank? 

Total of Score (maximum 
= 207)

IDEAL BUYER PROFILE AND ASSESSMENT
Potential Buyer: _____________________________________________
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DEAL STRUCTURE FLEXIBILITY MATRIX

High Medium Low

Price (Total amount paid for the deal)

Taxes (Goodwill = long-term capital 
gains, Consulting = possible state, 
federal, possible FICA and possible 
Medicare taxes)

Terms (Buyer bears risk with all cash, 
Seller bears risk with a seller note, 
Buyer and Seller transfer risk to Live 
Oak Bank)

A deal has three basic components: price, taxes, and terms. Each component works in relation to 
the others. Often, buyers shy away from a high price. But savvy sellers will continue the discussion, 
recognizing that often a high price can be mitigated by tax treatment or favorable deal terms. Prior 
to any negotiations, you should determine what component of the deal structure is most important 
to you and make sure to consult your accountant. Be sure to communicate your priorities to your 
qualified buyer.

On the table below place an “X” only once in each column, In the top row, find your revenue range. 
Then, study the ratios in that column and answer the questions below. 
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