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Acquiring a practice can be a fast and rewarding way to substantially grow your business—if done well. If done 
poorly it can be an expensive, time consuming and frustrating experience. 

Acquisitions make up over 40% of Live Oak Bank’s substantial investment advisor financing portfolio. Through our 
industry expertise and years of experience working on hundreds of acquisitions we have learned a thing or two 

about what makes a deal successful. We created this guide to help you think through many aspects of acquiring a practice, with 
the goal of helping you make it a rewarding and positive experience—and ultimately, to win the deal.

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 is the only FDIC-insured national bank that was specifically 
chartered to provide cashflow-goodwill loans to financial advisors. With more than 600 highly experienced people on staff, we 
are well prepared to help you through this process.

This guide will walk you through the life cycle of an acquisition with information, tips and tools to help you navigate the 
process.  

We will cover the following topics:
√ The Challenge of Acquisition 
√  Preparing for Acquisition 
√  Sourcing Sellers 
√  Establishing a Relationship with a Seller 
√  Structuring the Deal 
√  Financing the Deal 
√  Transitioning the Practice

This guide is only the beginning of your acquisition 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 an acquisition. 
 

INTRODUCTION

Live Oak Bank and its affiliates do not provide tax, legal, or accounting advice. This material has been prepared for informational purposes only, and is not intended to provide, and 
should not be relied on for tax, legal, or accounting advice. You should consult your own tax, legal and accounting advisors before engaging in any transaction.
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Advisors operate in a seller’s market. What does that mean? Buyers far outnumber sellers, who can call the shots. 
You may have a hard time even finding a seller and, when you do find one, competition for the book is usually 
keen. This market pressure means that, in many cases, the structure of the deal will benefit the seller more 
than it benefits you. 

Will it always be a seller’s market? That is anyone’s guess. Many of our borrowers at Live Oak Bank have acquired several 
sellers’ books—which indicates that buyer demand will not be satisfied any time soon. Still, there is extraordinary 
opportunity for motivated buyers. According to a 2014 study by Accenture, $2.3 trillion in advisor AUM will transition in 
the next 10 years1. So, when you approach acquisition properly, you can find the deals that can help you achieve your 
growth goals.

As we said, demand is keen. According to researchers at The Oechsli Institute, the ratio of buyers to sellers is 50 to 12. But bear 
in mind that this is the ratio of interested parties, not qualified buyers. The ratio of qualified buyers to sellers is closer to 5 
to 13, according to Succession Resource Group. The key is to make sure you belong to the group of qualified buyers. You’ll 
learn more about qualifying yourself in the next section, "Preparing for an Acquisition."

Pricing Trends

Prices for practices, expressed as multiples of revenue, are showing an interesting pattern: Although multiples for recurring 
revenue (that is, fees) have remained stable over the last three years, multiples for transactional revenue (that is, commissions) 
have dropped each year. Lately, buyers have assumed that transactional revenue has no value—and it’s up to the seller to 
prove the transactional revenue is worth paying for. 

Down payments for practices have been climbing steadily over the past five years—and at Live Oak Bank, we take credit 
for the change. Owing to the increased availability of financing, buyers are paying more than 50% of the purchase 
price up-front, and this gives them leverage to structure deals more to their liking. In fact, thanks to the increased 
availability of financing, many deals now are all-cash, with a loan covering the full purchase price and some of the 
money placed in escrow to warranty a successful transition. Escrow or not, client attrition for most transitions 
remains low—well below 10% of the book.  

The Challenge of Acquisition 

1  Accenture, “Advisor Succession Planning: Managing the Retirement of Baby Boom Advisors”
2 Oechsli Institute, “10 Questions to Ask before Selling Your Practice”
3 Succession Resource Group, “Deal Structuring and Succession Trends for Advisors”
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In the previous section we talked about the difference between the “50 to 1” crowd—that is, the interested parties—
versus the “5 to 1” group of qualified buyers. You can move from the 50 to 1 crowd to the 5 to 1 group through 
preparation.

Let’s start with the “three C’s”: Culture, Character and Competence. When you can effectively demonstrate that   
your three C’s are in sync with those of your seller, you greatly increase the odds that you will be the chosen 
successor. 

Culture refers to the key elements that make up your business. Things 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 your honor and integrity. Are you someone who can be trusted to negotiate truthfully? Are 
you someone who can 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 their clients with honesty and integrity. 

Competence refers to both you and your practice. Do you and your practice have the capability and capacity to take on all 
the seller’s clients and serve them well? You may believe so, but it’s important to demonstrate your capability to the seller.

Preparation helps you better demonstrate your three C’s. In addition to the three C’s, you should also consider the following 
business components:

Staff:  Do you have sufficient staff at your office to take on extra business? If not, think about retaining personnel from the 
transaction. The positive is that you won’t have to pay for staff until you need them. Often the staff are quite skilled and 
they know the clients from the new book well, so they can provide consistency during the transition. The negative is that 
the staffers may not mesh well with your leadership style or may resist the transition—not because they don’t like you, but 
because in general people have a tough time with change.

If you hire new staff, you can select people who will appreciate your leadership style, your business model and your 
service model. 

Now let’s look carefully at the people who are already working for you. Do they have all the skill sets you need? If not, it’s 
a good idea to provide training now, ahead of the rush and stress of transitioning a seller’s book. And are your people in 
the correct roles? Do you have overlap in tasks, creating waste, or do you have gaps in tasks, creating service issues? If you 
were to add to your team what would be the next role? How would that role fit with existing ones? It’s a good idea to make 
some of these decisions prior to seeking an acquisition.

4 Based on the InvestmentNews 2016 Financial Performance Study.   5 Based on the InvestmentNews 2016 Financial Performance Study

Preparing for Acquisition
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Branding: You have a brand or a public persona. Some of 
that brand you can control, some you only influence. Your 
brand says something about your three C’s. It’s important 
that you review the elements of your branding and 
communications and update them to speak as accurately 
as possible to your three C’s. You also have a virtual 
presence. What do your website, LinkedIn, Facebook and 
FINRA Brokercheck say about your culture, character 
and competency? What about the remarks on review 
sites like Yelp? It is helpful to ask an objective third 
party to review your web presence and give you their 
impressions. If your reviews are damaging or inaccurate, 
contact the sites and challenge the remarks. In addition, 
ask clients to submit positive reviews. One bad review 
that’s contradicted by several good ones will be taken 
less seriously.

Office: You have a physical presence: your office. What 
does your office say about your culture, character, and competence? Is it in a nice location? Is the parking lot clean, with 
well-painted stripes? Is your reception area neat? Most importantly, what do your environment and décor say about your 
firm? Often times the seller will be joining you in your office for the year of transition.Do you have a clean, professional 
and welcoming space for them?Can the seller picture themselves there in your space and feel good about how they will be 
perceived and valued by your firm? Be sure all staff offices and cubes are clean and embody your three C’s.

Finances: Prepare financially for the challenge of an acquisition. For most advisors, the top line—that is gross revenue—is 
the most important element of the firm’s financial statement. This is how firms are judged for size. Those advisors with 
broker-dealer relationships are aware that gross revenue often determines payout percentage and which conferences you 
can attend. When it comes to acquiring a business, the emphasis must shift from top line to bottom line, or net operating 
income. This will determine your firm’s ability to acquire other businesses.

Review your firm’s expenses. Is there anywhere you can cut expenses without reducing the quality of the client experience 
so that more revenue drops to the bottom line? Also, look at your personal balance sheet. The amount of personal 
debt you carry affects the way underwriters calculate your business’s profitability. Is there any way you can pay off some of 
your personal debt and reduce payments? These play a role in the owner’s compensation calculation that you will see in the 
“Financing the Deal” section. Reducing your personal debt has a profound effect in dropping more money to the bottom line.

Finally, develop a banking relationship before you start looking for a firm to buy. Being able to tell a possible seller 
that you have already qualified for a loan for the acquisition is a powerful statement. It moves you from the “50 to 1” 
crowd to the “5 to 1” group.

In the Workbook section in the back of this 
Guide you’ll find three tools that will help you 
prepare for acquisition:

• Staffing benchmark – Compare your staffing 
ratios to other firms your type and size.4 

• Business expense benchmark -- Compare your 
P&L to other firms your type and size.5

• Public persona rating – Compare your 
impression of your branding and public-facing 
profile with that of your objective third party.
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Finding the right practice to buy requires preparation. Start by defining the type of practice you seek and the 
geography you prefer, then assemble your sourcing tools.

There is no one type of seller. Some advisors want to sell the firm and leave right away. Many more want to “slow down” or 
“take some chips off the table” but remain with the firm for an extended transition period. The more flexible you can be about 
the type of seller you seek, the greater the odds you will find one.

Some advisors only want to seek sellers in their home town. Consider that, because of technology, it is possible to expand your 
search to include your county, your state, your region or perhaps the entire nation. Again, the more flexible you can be on 
geography, the greater the odds that you will find a seller. Keep in mind, however, that serving clients in multiple locations can 
increase costs for staffing, office space, travel and more. 

The final step is to assemble your tools. The right tool set can extend your reach.

Start with your own broker-dealer or custodian, who will be glad to assist you at keeping assets “in the family.” If you can’t find a 
seller easily, though, keep an open mind. The right practice may affiliate with another broker-dealer or custodian. In that case, 
look into what it will take to bring the book over (or move to the other platform). Ask yourself: Are you willing to seek a seller 
from a wire house? If you are interested in buying a wire house book, talk to your attorney about what steps are required—with 
or without the Broker Protocol.

Market yourself: Consider printing a peer-to-peer business card that says, in essence, “I buy practices and take very good care 
of clients.” These cards can be used by your centers of influence to extend your reach. 

Some broker-dealers and custodians can supply you with a list of advisors that’s sorted by zip code, age and production. This 
list can be helpful in mailing, calling, and reviewing centers of influence.

Consider various forms of communication. Draft an email template, draft a phone script, draft a direct mail personal letter or 
draft an article for your social media feeds. All will enhance your efforts to seek a seller.

Where the sellers are
There at least seven sources of sellers. Not all sources are created equal. We have listed them in order of effectiveness, based 
on our experience at the bank:

1. Natural Market: Who do you know? Who has offices in the same 
building, down the street or in your neighborhood? Who do you see 
at church and other gatherings?

2. Networking and Professional Events: Talk to colleagues at your 
local FPA chapter or at the conferences you attend. Plan to eat lunch 
with someone you believe could be a seller.

3. Centers of Influence: Talk to attorneys, CPAs and wholesalers. 
Give them your peer-to-peer business card to distribute. Share your 
list of advisors and ask them to mark the ones of interest. Please keep in mind that wholesalers can jeopardize their 
positions by helping you, so confidentiality is a must.

4. Calls and Emails to Local Advisors: Using the list generated by your broker-dealer or custodian, consider mailing and 
calling potential sellers to invite them to coffee or lunch, one on one. This is the hard, time-consuming part of sourcing 
sellers. Set aside two to four hours each week to engage in business development activities.

5. Clients: Clients often have contacts with other advisors. Care must be given to communicate that you have more 
than enough capacity to grow (and won’t shortchange your existing clients), and you want to help your industry and 
community by helping advisors effectively succeed from their practices.

6. LinkedIn Second Connections: You can use your list of advisors to determine where you have second connections 
and ask for an introduction.

7. Paid Search through a firm: This is an expensive option, but in some instances may lead to a potential seller. 
 

Sourcing Sellers

In the Workbook at the back of this 
Guide is a sourcing plan that you can 
complete for yourself.
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Once you find a firm that interests you, it’s time to build a relationship with the seller. Financial advice is a 
relationship business, and you’ve no doubt created many powerful relationships with clients. This time, though, is 
different. Make the seller the star and be an active, appreciative listener. You may be very proud of your business 

and your staff. Even so, this is not the time to focus on or promote either. This is the time to listen. 

What are you listening for? You are listening for what components of the deal are most important to the seller. Is it price? 
Terms? Tax treatment? Does the seller want the buyer to assume any expense items, such as staff or lease payments? By 
listening, you can craft an offer that more closely matches the desires of the seller.

You are also listening for how proud the seller is of their business, their service model and their staff. You want to position 
yourself as the only one who will serve their clients in a way they have become accustomed.

You are listening to the seller’s vision of life after the sale. You want to position yourself as the one who is dedicated to help the 
seller achieve their goals. And when you do talk, you want to guide the process and propose next steps.

This is your time to demonstrate excellent client service. Treat the seller as your largest single client—because on a GDC basis, 
they probably are your largest client. Only commit to what you can accomplish and respond to requests quickly, professionally, 
and with high quality.

Finally, come with a banking relationship already in hand. When a seller is on the fence, 43% of the time the seller will come off 
the fence when the finances of the deal become real. Give us a call to discuss the deal.

Conducting Due Diligence
Due diligence usually starts as you begin building the relationship and continues until you close the deal. The purpose of due 
diligence is to assess the transferability, predictability and longevity of the practice’s revenue.

Transferability is affected by the investment model, business model, service model and client relationship with the 
advisor. The seller may be offering alternative products that you may not be familiar with or be able to hold. If the advisor 
has a business model that offers a unique experience which you cannot replicate or can only replicate by spending a great 
deal of time and expense, you may risk losing clients. It is important to assess the relationship the seller has with their 
clients. Do they have many complaints? Are their contacts with clients frequent enough? Most importantly, do your best 
make sure there are no lurking compliance issues. These questions and others are important to ask and answer.

Predictability is affected by product type and client demographics. Commissionable products lend little 
predictability and clients who are new to the firm or are advanced in age may make it harder to predict future 
revenue. 

Longevity is affected primarily by client demographics and client relationship with the advisor. Be sure to delve deeply into 
both aspects of the business. Again, older clients can reduce the longevity of revenue. A high concentration of AUM with 
just a few large clients can add risk to the longevity of the revenue as well.

What you discover about transferability, predictability and longevity of the revenue may impact your decision to proceed, as 
well as the price or deal terms.

Establish a Relationship with the Seller
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There are three basic components to a deal: price, taxes, and terms. Each component works in relationship to the 
others. One author said, “You name the price, I will name the terms. You name the terms, I will name the price.” 
Often, buyers shy away from a high price. But savvy buyers 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 does 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 
revenue have declined steadily.

Valuations are usually based on discounted cash flow, multiples of EBOC or EBITDA and market comparables—that is, recent 
prices for similar firms. These are weighted, blended and then adjusted for things such 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 price reflects the valuation and the multiple, but ultimately it is driven by deal structure, and whether the buyer or seller is 
bearing the risk. The more risk borne by the buyer, 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 form 8495. (Live Oak Bank does not practice 
accounting, please see your CPA or tax professional.)

• Goodwill is usually most of the allocation. It is allocated for the client relationships. 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 even 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 the buyer or seller like 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 to allocate enough consideration for a judge to determine the protective covenants 
enforceable. 

Structuring the Deal

__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________
__________________________________________________________________________________________________________________

NOTES



10

LIVE O
AK BAN

K
In rare instances a very small amount might be allocated to tangible assets.

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 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 
principle, rate, and term are all fixed. 

5. Variable Seller Note: The seller agrees to lend the money to the 
buyer usually for 3 to 6 years at about 6%. The principle may be 
reduced if client attrition reaches higher levels than agreed to. 

6. Live Oak Bank Loan: 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 is 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 in the process. 

Many advisors who borrow from Live Oak Bank end up acquiring as many as six practices. Often, after the first 
smooth transition and satisfied seller, new opportunities appear. Selling advisors have friends and colleagues 
who may be quietly observing the acquisition and transition. Just like working with clients, acquiring practices is a 
referral business and a great transition can lead to additional opportunities.

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 communicates them consistently.

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.

After close and transition begins, you may want to start with a few “D” clients and practice your key messages and contact 
methodology. Once you and the seller feel you have a smooth and effective key message, get in touch with the “A” clients and 
work your way through the segments.

Transition: The Referable Experience

In the Workbook Section there is a 
deal component flexibility matrix 
that will help you determine which 
elements of deal structure are most 
important to you.



11

LIVE O
AK BAN

K

In this guide we walked through the life cycle of an acquisition. Here are the key takeaways:

Preparation: It is important that you can adequately demonstrate your three “C’s” (Cultural fit, Character, and Competence). 

Sourcing Sellers: It is important to prepare, be flexible in your search criteria and leverage as many sources as you can. 
More lines in a bigger ocean usually catch more fish.

Establishing a Relationship with a Seller: You must listen more than you talk. Listen for deal preferences, 
opportunities to position yourself as the best choice to serve the clients and to help the seller achieve their goals. Be sure to 
come to the seller with a relationship with Live Oak Bank.

Conducting Due Diligence: Assess the transferability, predictability and longevity of the revenue. It may impact your 
decision to proceed with the deal, adjust the terms or adjust the price.

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

Financing the Deal: You can finance a deal through cash, earn out, seller note or Live Oak Bank. Live Oak Bank offers you 
the ability to be cash-flow positive from the very first year. 

Transition the Deal: A smooth transition can result in additional sellers approaching you. 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 great 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.

Conclusion
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ACQUISITION WORKBOOK
Helping Advisors Win the Deal
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The acquisition guide walked you through the life cycle of an acquisition, with information to navigate the process and 
tips to help you win the deal. This workbook will help you put that information into action by providing tools to help you 
prepare for a successful acquisition. Let's make some calculations and start developing your acquisition plan.

√ This workbook includes:

√ Staffing Benchmark Tool

√ Business Expense Benchmark

√ Cash Flow Analysis Tool

√ Public Persona Rating

√ Sourcing Plan

√ Deal Component Flexibility Matrix

√ Practice Transition Plan

Introduction
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RATIO YOUR RATIO $100k-$250k $250k-$500k $500k-$1M Over $1M Your Goal Ratio

Clients per Staffer 75 47 35 27

GDC per Staffer $132k $140k $191k $266k

AUM per Staffer $16M $20M $30M $38M

RATIO ROLE Skill Level at Role
(1=Novice, 3=Solid Performer, 5=Expert

Development Plan

Next Role Targeted Skill Level
(1=Novice, 3=Solid Performer, 5=Expert

Skill Level at Role Development Plan
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______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

Staffing Benchmark Tool
Do you have the correct number of staff? Of the staff you do have, do they have the correct skill set? Should you provide 
training now ahead of the rush and stress of transitioning a seller’s book? And are your staff in the correct roles? Do you have 
overlap in tasks creating waste or do you have gaps in tasks creating service issues. If you add to your team what would be the 
next role? How would that role fit with the existing roles? It’s good to have some of these decisions made prior to seeking an 
acquisition.

Below is a Staffing benchmark tool based on the InvestmentNews 2016 Financial Performance Study. Compare your staffing 
ratios to other firms your type and size and assess their skill levels and roles for any gaps. Staff represents total headcount.

NOTES
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Public Persona Rating

Brand Element Culture Character Competency

Office

Website

Brokercheck

LinkedIn

Facebook

Google Search

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________

You have a brand or a public persona. Some of that brand you can control, some you only influence. What does your brand say 
your culture, character and competence (the three C’s)? 

Culture refers to 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. 

Character refers to your honor and integrity. Are you someone who can be trusted to negotiate truthfully? Are you 
someone who can be trusted with the seller’s valuable clients? 

Competency refers to both you and your practice. Do you and your practice have the capability and capacity to take on all 
the seller’s clients and serve them well.

It’s important that you review the elements of your brand and make changes to more accurately speak to your three C’s. Below 
is an opportunity to assess the elements of your brand and what it may say about you. Ask an objective third party to complete 
worksheet and review it with you.

NOTES
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Sourcing Plan

Type of Seller 
(Describe)

Source for Type
(Check all that apply)

Reach Out
(Check all that apply)

Day and Time Each 
Week You Will 

Reach Out
 � Natural Market
 � Networking and Professional Events 
 � Centers of Influence 
 � Calls and Emails to Local Advisors 
 � Clients 
 � LinkedIn 2nd Connections
 � Paid Search

 � Call
 � Mail
 � Email
 � “Run into at a Meeting”
 � Introduction by Other
 � Other ____________

 � Natural Market
 � Networking and Professional Events 
 � Centers of Influence 
 � Calls and Emails to Local Advisors 
 � Clients 
 � LinkedIn 2nd Connections
 � Paid Search

 � Call
 � Mail
 � Email
 � “Run into at a Meeting”
 � Introduction by Other
 � Other ____________

 � Natural Market
 � Networking and Professional Events 
 � Centers of Influence 
 � Calls and Emails to Local Advisors 
 � Clients 
 � LinkedIn 2nd Connections
 � Paid Search

 � Call
 � Mail
 � Email
 � “Run into at a Meeting”
 � Introduction by Other
 � Other ____________

 � Natural Market
 � Networking and Professional Events 
 � Centers of Influence 
 � Calls and Emails to Local Advisors 
 � Clients 
 � LinkedIn 2nd Connections
 � Paid Search

 � Call
 � Mail
 � Email
 � “Run into at a Meeting”
 � Introduction by Other
 � Other ____________

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

Take time to develop your sourcing plan to seek sellers. Remember to prepare first and assemble your tools.

Step 1: Define each type of seller.

Step2: Determine the source or sources (check all that will apply)

Step 3: Determine how you will reach out (check all that will apply)

Step 4: Schedule the activity

NOTES
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Deal Component Flexibility Matrix

Place only one “X” in each column

Deal Component Most Flexible Medium Flexibility Least Flexible

Price

Taxes

Terms

There are three basic components to a deal: price, taxes, and terms. Each component works in inverse relationship to the 
others. Often buyers shy away from a high price. The savvy buyers will continue with the discussion, recognizing that often a 
high price can be mitigated with tax treatment or terms.

Take time to think through each component and determine where you are flexible, then rank the components accordingly, 
from most flexibility to least flexibility. It may be easiest to determine which component you can be most flexible about and 
then the one you are least flexible about, leaving the remaining component in the middle. Place only one “X” per column.

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________
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Practice Transition Plan

Client Segment Key Messages Contact Methodology Times to Complete 
Transition

“A” Clients  � Meeting
 � Call
 � Mail
 � Other ________________

“B” Clients  � Meeting
 � Call
 � Mail
 � Other ________________

“C” Clients  � Meeting
 � Call
 � Mail
 � Other ________________

Other Clients  � Meeting
 � Call
 � Mail
 � Other ________________

Often, the result of a smooth transition and a happy selling advisor who has achieved their succession goals is more 
opportunities to acquire practices. Selling advisors have friends and colleagues quietly observing the acquisition and 
transition. Just like working with clients, acquiring practices is a referral business and a great transition can lead to more 
opportunities to acquire.

Planning for the transition should begin at the early stages of negotiation. It is important that the book is segmented and that 
key messages and contact methodology are defined for each segment.

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________
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Business Expense Benchmark

Ratio Your 
Ratio

$100k-$250k $250k-$500k $500k-$1M Over $1M Your Goal 
Ratio

Total Revenue 100% 100% 100% 100%

Overhead Expenses - TOTAL 36% 35% 36% 38%
Staffing Expenses 
(Comp., Taxes, Benefits and Training)

13% 17% 17% 18%

Occupancy Costs  
(Rent Utilities, etc.)

4% 6% 5% 4%

Technology Costs 4% 2% 3% 3%
Professional Services 2% 1% 2% 2%
Marketing and Business  
Development

2% 2% 2% 2%

Office Expenses 2% 1% 2% 2%
Travel 3% 1% 1% 1%
Other Expenses 6% 3% 4% 6%
Owner’s Compensation 48% 52% 43% 37%
Net Operating Income 16% 13% 21% 25%

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

Based on the InvestmentNews 2016 Financial Performance Study, you will be able to compare your P&L to other firms your 
type and size.

NOTES
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When acquiring another book of business, it’s essential that you determine how the deal terms will affect your firm. The goal 
is to have positive cash flow from year one. A common misconception is that rate is most important when determining deal 
structure. However, term has a greater impact on your cash flow than rate. How? Because term has the greatest impact on 
your monthly payment and therefore your bottom line!

This tool is designed to help you estimate your cashflow based on the deal that you are considering.  Follow the steps on the 
worksheet below.

For annual financing payments (steps 13 and 14): Calculate the payment using your financial calculator. Put in these 
entries: PV = Original amount of the loan, FV = 0, N + the number of years on the loan, i = The rate charged (contact Live 
Oak Bank for current rates), solve for PMT.

This tool does not guarantee final monthly payment or loan approval.  All loans must be underwritten and accepted at the time 
of the deal.

INCOME
 1) Enter your current revenue (after BD haircut if you are a registered representative).                 __________________
 2) Enter 90% of the revenue you are acquiring (after BD haircut if you are a registered representative).             __________________
 3) Sum steps 1 and 2.          TOTAL REVENUE              __________________

EXPENSES
 4) Enter your current expenses.                        __________________
 5) Enter the additional ongoing expenses you may inherit from the transaction.                  __________________
 6) Enter any temporary expenses that result from the acquisition (e.g. transition costs).                 __________________
 7) Sum steps 4,5 and 6.       ` TOTAL EXPENSES              __________________

OWNER’s COMPENSATION
 8) What percentage of your time will you spend on the new acquisition (e.g. 50% 75%, etc.)                   __________________
 9) Enter the amount of your compensation (salary, benefits, etc.).   TOTAL COMP                    __________________
 10) Enter the owner’s compensation allocated to the acquisition (multiply step 8 by step 9).                               __________________
 11) Enter the owner’s compensation allocated to the existing business. (from step 9, subtract step 10).             __________________

GROSS OPERATING EXPENSES
 12) From step 3, subtract step 7 and subtract step 9.             GROSS OPERATING EXPENSES           __________________

LOAN PAYMENT CALCULATIONS
 13) Calculate payments for the seller note using the instructions above (assume 100% financed).                __________________
 14) Calculate payments for the Live Oak Bank note using the instructions above 
 (assume 100% financed and contact Live Oak Bank for current rates).                   __________________

NET OPERATING INCOME (NOI)
 15) Calculate NOI when 100% financed by the seller note. From step 2 subtract step 5, subtract step 6, 
          subtract step 10 and subtract step 13.                      __________________ 

 16) Calculate NOI when 50% is financed by the seller note and 50% is financed by a Live Oak Bank note. 
          From step 2, subtract step 5, subtract step 6, subtract step 10, subtract 50% of step 13 
          and subtract 50% of step 14                        __________________ 

 17) Calculate NOI when 100% financed by the Live Oak Bank note. From step 2 subtract step 5, subtract step 6, 
          subtract step 10 and subtract step 14.                      __________________ 

Visit Live Oak’s Investment Advisory Knowledge Bank at liveoakbank.com/ia-knowledge-bank-form  
for an automated calculator version of this tool and for other acquisition resources.

Cash Flow Analysis Tool
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______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

______________________________________________________________________________________________________________________  

For more acquisition resources visit:
Liveoakbank.com/ia-knowledge-bank-form

For more information on investment advisor financing visit:
Liveoakbank.com/ia

©2018 Live Oak Banking Company. All rights reserved. Member FDIC
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