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Overview

* While financial advisers assist clients in planning for their eventual transition out of the working world and into
retirement, they are falling short in planning for their own futures, revealed The Future of Practice Management, an
inaugural study by the FPA Research and Practice Institute — a program of the Financial Planning Association® (FPA®).

* The study — which included nearly 2,400 professionals, including financial advisers, junior-level advisers, support staff,
and non-adviser management — was conducted to provide a comprehensive assessment of current and future trends
for financial advisers related to managing and growing an advisory business. The data gathered is designed to help
assess advisory businesses on a range of practice management metrics; identify potential gaps in advisory businesses;
and isolate the trends that may impact how advisers do business in the future.

* While the study, done in collaboration with New York-based Advisor Impact, examined several key areas of business
operations, including business planning, marketing, and human resources, a major theme evolved that indicated that
financial advisers are not widely considering their own business and personal retirement planning. The data shows:

* 50% of financial advisers do not have a written business plan, but larger firms are more likely to have a plan in place

* 46% of financial advisers do not have a retirement plan for themselves, yet 40% are planning to retirement within
the next 14 years

e Only 25% of financial advisers have a succession plan in place to ensure their business transitions appropriately
when they retire — the percentage with a formal plan increases slightly to 31% at age 60-64 and 41% at age 65+
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Overview (continued)

* Though some advisers may not be “practicing what they preach,” a likely culprit for their inability to plan for their own
future may fall squarely on a simple lack of time. The study exposed that while advisers recognize that time
management is among the most important business attributes they can possess, they are struggling to manage their
time effectively.

* Other thought-provoking takeaways from The Future of Practice Management study included the future shift of
advisers toward wealth management as a descriptor and the lack of understanding of who advisers serve.

Shift to Wealth Management:

* In an effort to clearly describe what they do for clients, many advisers are planning to change how they position their
businesses with clients within the next five years. The study shows:

* 76% of Money Managers indicate they will change. Of those who plan on changing, 44% will transition to Wealth
Managers

* 72% of Investment Planners indicate they will change. Of those who plan on changing, 46% will transition to
Wealth Managers

* 53% of Financial Planners indicate they will change. Of those who plan on changing, 62% will transition to Wealth
Managers

* Only 30% of Wealth Managers are planning to change
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Overview (continued)
Lack of Understanding of Who Advisers Serve:

* Aduvisers, like any other professional, endeavor to grow their businesses by identifying individuals and families who are
good candidates for their services. However, advisers are not clearly defining who they serve. The study shows:

* Only 25% of advisers have a formal definition of their ideal client which describes the best candidates for their
services

* Only 38% of advisers who have defined their ideal client say 75% of their current clients fit their definition

* Advisers are more likely to set an asset minimum (43%) than to have a definition of their ideal client

* With these benchmarks in place, the FPA Research and Practice Institute will begin conducting quarterly studies in
2014 that will provide deeper analysis on the gaps in advisory businesses.
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Response and Methodology

* 2,376 respondents completed the on-line survey, from October 1-15, 2013, taking an average of 27
minutes.

* 1,954 of those respondents were advisers and 422 were a mix of junior advisers, support staff and non-
adviser management.

* Results for the last three groups have been isolated and reported separately. They were asked a
separate sub-set of questions.

* The margin of error on adviser data is +/- 2.21% 19 times out of 20.

* A profile of respondents is provided at the end of this report.
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Practice Management Model

* The study findings, and implications for
building and improving advisory businesses,

Set Personal Goals

are structured around the following ‘1'
components of a robust practice Define Business and |
L Succession Goals |
management model. ¥
. . . . Measure Performance

* The model is designed to highlight the ways Define Business Model y Y

in which the different elements of practice

management are connected, suggesting that ‘1'

effective practice management demands Define Ideal Client — Define Growth Plan

alignment across all key areas. \1,

Define Offer

v

Define Service Plan

v

Structure Team

v

Define and Standardize
Process
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1. Set Personal Goals

* Personal goals drive business goals, suggesting
advisers need to start with a clear vision of their
own future.

46%

40%

* Nearly half of advisers say they don’t have a clear
plan in place for their own retirement.

Percentage of respondents

20%

* The adviser’s retirement horizon has almost no
impact on outcome; those who have a plan are o
no more or less likely to be retiring sooner. Ves

* Age does not have an impact on the likelihood to coy QDo vou have aclear plan in place for your own retirement?
have a plan until advisers are 65+. The
percentage is unchanged for all age segments at
52-53%, jumping to 66% for those who are 65+

* Implications: Defining long-term goals will help
advisers make the best choices for all aspects of
their businesses. Your business plan should
reflect what you are trying to accomplish in your

; 6% 6%
life
. 0%
w2 1l B

<1 vyear 1-5 years 6-9years 10-14 years 15-19years 20+ years Never

o,
40% _—

22%

20% 15%
12%

Percentage of respondents

Q: When do you plan to retire?
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2. Define Business and Succession Goals

* With personal goals established, advisers can 100%

craft a business plan that will allow them to 80%

reach those goals.
. ) 60% 50% 50%
* Half of advisers say they have a formal, written

business plan; however, 67% say that have an
effective business planning process in place
(somewhat or completely agree).

40%

20%

Percentage of respondents

0%

* As expected, larger firms are more likely to have Yes No
formal business plans. Of interest is that younger Q: Do you have a formal, written business plan?
advisers are the most likely to have a plan, at 100%
61%.

80%

* The majority of advisers, who have a plan, review
progress relatively frequently. The planis a
‘living plan’ for about a third of those who have a
plan; they review monthly.

60%

40% 31% S

19%
20% 12%

Percentage of respondents

3%

* Implications: In the absence of a clear business

plan, many advisers may be ‘operating without a 0%

, . . Monthly Quarterly Semi-annually Annually Other
CompaSS ' A Clear plan 1S a foundatlon to a” Other Q: How often do you review performance against your plan/goals? (n = advisers with
aspects of practice management, providing a gl

filter for strategic choices.
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Succession Planning
* Only 25% of advisers say they have a formal succession plan in place. The percentage with a formal plan increases
slightly to 31% at age 60-64 and 41% at age 65+

* 35% of advisers have not identified a preferred path. Of those who are planning to sell, 6% are actively looking for a
purchaser, 18% in the next 10 years and 49% in more than 10 years.

* Implications: A majority of advisers are not building a business with a clear view to exit. Having a clear vision may
impact how you grow the business today, even if you do not plan on retiring for many years.

40%
E 30%
©
c
8
5 20% . 17%
()
& 14%
g 12%
8 99 10% 10%
& 10% 7%
. -J%
0%
Sell to an Sell to an Transfer/ Sell to Sell to Plan to sell No plans Other I don't know
existing existing selltoa another another but no to sell/
senior junior non-staff firm adviser successor transfer
partner adviser family established
member

Q: What do you plan to do with your business/clients when you retire?
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Plans for Selling Business

100%
80%

60%

49%

40%

Percentage of respondents

20%

0%
| am actively engaged in | am considering | am considering | don't know
looking for/negotiating selling in the next selling but not for
with a buyer for the business five to ten years at least ten years

Q: Which of the following best describes your current plans with respect to selling your business? (n = advisers planning to sell business)

10
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3. Define Business Model

* A key component of the business plan is 50%
determining the business model, a definition
that provides insight into the range of
H Today 5 Years
services that you provide. o oo%
* Today, the largest percentage of advisers g
identify themselves as financial planners. % 28% 39%
* There is a strong shift toward wealth "é 40%
management as is evidenced on the next g 29%
page. g 22% 21%
* Implications: Advisers who offer financial 20% 13%
planning or wealth management services will 1 gy, 7% .
face increased competition and will need to . -
0%

find ways to clearly differentiate themselves.

Money Investment Financial Wealth Other
Manager Planner Planner Manager

Q: Which of the following titles best reflects how you describe your business today and how will you
describe your business in five years?

11
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Money
Managers

11% of sample

Financial
Planners

39% of sample

Q: Which of the following titles best reflects how you would describe your business today and how will you describe your business in five years?

Delta = Other

Stay the Same
24%

Investment
Planner

22%

Change
76%

Financial Planner
16%

Wealth Manager
33%

Stay the Same
47%

Money Manager
6%

Change
53%

Investment
Planner

9%

Wealth Manager
33%

CONNECTION “CFP°® Professionals

Investment
Planners

22% of sample

Wealth
Managers

21% of sample

Stay the Same
28%

Money Manager
10%

Change
72%

Financial Planner
25%

Wealth Manager
33%

Stay the Same
70%

Money Manager
4%

Change
30%

Investment
Planner

5%

12

Financial Planner
10%
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Channel Overview

80% Note that change is only for the 8% of advisers who say
they are making a change.
This is not a reflection of overall industry.
60%
2
[}
2
S 40% 36%
4
;c_-) 30% 29%
2 23%
.E 0,
g 20% . 15% 18%
a (o]
10% 10%
9 9 4%
0y L — [
Bank/Credit union CPA Independent RIA Insurance National or National, regional or Hybrid Other
brokerage/agency regional independent RIA/ Broker-
wirehouse broker-dealer dealer

Q: Which of the following best describes your business model/firm?
Q: Within which type of organization do you plan on working in the next five years (n=those that anticipate changing)?

13
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Revenue Composition: Present and Future

Present Future
(2012) (2013 est.)

Fees charged on AUM 46% 49%
Fees from 401 (k) Plans 4% 4%
Commissions on investment products 21% 18%
Commissions/trailers on annuities 9% 9%
Commissions/trailers on insurance 9% 9%
Hourly fees/retainer charged for financial planning, estate planning,

tax planning, and/or consulting e B
Other 4% 3%

Q. How did your revenue break down last year and how do you anticipate it will break down next year?

14
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Value Proposition

» Related to choice of business model is the ability
for advisers to clearly define, articulate and
communicate a clear value proposition. 84% 82%

100%

* A small majority of advisers say they have a 80%
documented value proposition although more
than three quarters suggested that they
somewhat or completely agree that they have a
clear value proposition. The gap is likely based
on the formality of the plan (e.g.
documentation).

60% 57%

40%

Percentage of respondents

* When in place, they generally feel their team can™ 20%
both understand and communicate that
proposition.

0%
® Implications: A cIearIy defined value proposition Yes Team understand Team can communicate

. . . q 4or5 4o0r5
helps advisers to effectively communicate their (4or3) (4or3)
‘sto ry’ to current and prOSpeCtive clients. Q: Do you have a documented unique value proposition, or equivalent, to communicate your

value to existing and prospective clients?
Q: To what extent do you agree that your team fully understands and can communicate your
value proposition?

15
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4. Define Ideal Client

* By defining your ideal client, you can then define the
appropriate offer and service model. Your business
model may inform your choice of ideal client.

100%

80%

61%

60%

* Only a quarter of advisers say they have a formal
definition of their ideal client, although a substantial
majority (86%) say they have a general idea of the

40%

25%

Percentage of respondents

20% 14%

kinds of clients with whom they want to work. More 0%
than 80% would describe their definition of the ideal ves, we have aformal  Yes, we have a generalidea. No, we have not defined
client as ‘clear’. Q: Do you have a clear definition of your ideal client?
* 38% of advisers say that 75% or more of their clients
fit that definition of the ideal. 100%
* The largest firms (5500m+) are more likely to have a 80%
formal definition and greater success in attracting (or 60%
43%

accepting) clients that meet that definition. s

26%

* Advisers are more likely to set an asset minimum
(43%) than define their ideal client.

Percentage of respondents

20%

* Implication. Absent of a clear definition of the idea, 0%
. . . Have asset minimum Have revenue/fee minimum
advisers may be accepting clients who are not
appropriate and/Or prOfita ble for the bUSineSS. Q: Today, do you set an asset/revenue minimum for new clients?

16
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Clients Meeting Ideal Client Definition

100%
80%
£
3
< 60%
Q.
4
%
38%
& 40% A
2
g
o
20%

0%

<10% 10-24% 25-49% 50-74% 75% +

Q: What percentage of your clients would you say meet your definition of the ideal client? (n = advisers with definition of the ideal client)

17
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Minimum Assets for New Clients

100%
80%
Median Minimum: $250,000

60%

40%

28%

20%

Percentage of respondents

0%
<$100, 000 $100, 000 - $249, 000 $250,000 - $499, 000 $500,000 - $999,000 $1,000,000 +

Q: What is your asset minimum for new clients? (n = advisers that set asset minimum)

18
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* Less than half of advisers indicated they are
actively targeting younger clients.

Trend: Aging Client Base & Targeting 100%

Younger Clients , %

* Two-thirds of clients are 50 years and older, with § 60%
close a third at 65 plus. g 39%

o 40%

20%

* Implications: Advisers may experience client

attrition if they are not building relationships %

Under 30 yrs old 30-49 yrs old 50 - 64 yrs old 65 yrs old+
. . . ) , 0

with their aging clients fam”y in order to Q: What percentage of your individual clients do you estimate fall into the
capitalize on the impending transfer or wealth. Lo following age categories?
Actively targeting younger clients would help
mitigate some of the client attrition risk. L 80%

3

S 60% 55%

g 45%

5

o 40%

5 20%

0%

Yes
Q: Today, are you actively targeting younger clients?

19
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5. Define Offer

* Your ideal client will inform the scope of your offer, defined as the scope or range of services that you provide.

* Increasingly, advisers are offering a very wide range of services to meet the needs of their clients, with an emphasis
on adding specialist planning services. This may reflect the shift toward wealth management and will make it harder
to compete on the basis of range of services.

§ 100% 29% m Today Adding within 12 months
S 86% °
a 79% 80% 77%
¢ 80%
s 65% 69%
o 63%
oo
8 60%
[
g 43% 38%
[0 (]
o 40% 33% 34% 34% 31% 30%
24%
20% 16% 130, [l 16% 6% 18% 18% 16% e WM.
° ° 13% 7% 11% 79% 10% 10% .
% 0 (] % 6 A)
0%
< ° o )
& & & & @ & & & & ¢ ¢
& & 'z>° 'b° 'z>° & & F Q) 'b° & & o) & &> eé N
QF Q QF QS QF QF 3 < o Q o s & N C s &
) & & & <& & 3 < & <& <& <3 o (< g™ & @
. \4\ Q\Q o Nz @ a}"b (\(./ > @ S & &\, & P <& D
Q,(’) ) QR & b?} « \("b Q@ W© & :—,O > \e /b&
'S& oe’{.\ < < & &° Q/& - (\Q’r’ N ef.'\/b 0‘6
& &$ \f‘% ?° _@‘(\ Q,\)c’\ N R ,(&‘:\
& X &
R N

Q:  Which, if any, of the following services do you provide today and which do you plan on adding in the next 12 months? Please select all that apply (multiple select for response codes).
(n = advisers that are not ‘Money Manager’)

20
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Client Concerns

* Your offer may also reflect the specific needs and concerns of your target clients. Client needs typically stem from
financial concerns/worries. Maintaining sufficient assets to meet lifetime income needs tops the chart in terms of
perceived financial concerns for clients. This suggests, for example, that having a process to include both partners/
spouses in the planning process and incorporating family wealth management may be important.

100%
86%
t 80%
ael
c
<)
&
2 60%
G
()
@ 39%
S 40%
8 0 29%
& 25%
0,
20% 11%
1% 3% 2%
0%
Maintaining Coping with a Ensuring his/her Dealing with the  Leaving a financial Other Caring for elderly  Leaving a financial
sufficient assets to  significant market  partner/spouse is rising costs of legacy for his/her parents legacy for a charity
meet lifetime downturn taken care of should health/long-term children
income needs he/she pass away care
first

Q: What do you consider the biggest financial concerns/worries for your clients today (from your clients’ perspective)? Please select top two concerns (multiple select for response codes).

21
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___________________________________________________________________________________________________________________________________________ 0 | e
6. Define Service Plan .

 Your offer should inform your service plan, defined § 60%
as the specific ways in which you will deliver service §
(e.g. frequency of contact). % 40% 29%

* A majority of advisers (71%) have defined service g 20%
standards for their clients. The same number =
indicate they have a process in place to track success o Yes No
in meeting those goals. Q: Do you have clearly defined service standards for your clients (.g., you have quantified the

number of reviews that your clients can expect to receive)?

* While a positive result, there is room for
improvement on some of the activities surrounding

. ese 100%
such a definition.
— 61% have segmented clients based on value 5 80%
. . . e 60%
(which would support a tiered service plan). g 60%
— Only 27% have a formal, written service 5 .
: A% 27%
agreement (which would help to manage £
expectations). 5 0% 12%
* Implications: Advisers have effectively defined 0%
A b t t b icati th tt Written service Verbal review of what No formal
service but may no € communicating atto agreement clients can expect communication
Cl|ents, pOtent|aI|y Ieadlng to m|smatChed Q: How, if at all, have you communicated your service standards to your clients? (n = advisers

with defined service standards)

expectations.

22
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Tracking Against Client Contact Goals

100%
80%
70%
© 60%
a
g
%
g 40%
g 30%
g
2
20%
0%

Yes

Q: Do you have a process in place to track your success in meeting your contact goals? In other words, would you know if you were falling short on a
contact goal? (n = advisers with defined service standards)

23
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7. Structure Team

* Service level should inform team structure by
defining the types of activities that need to be
performed. The overall business plan will also 80%
dictate both the size of the team and the roles
that you need in place.

100%

60%
* Team composition is also something that advisers

should consider, particularly in light of an
increased focus on finding younger clients.

28%
. . 0,
Advisers who focus on lowering the average age of B . 19%
. : 6 12%
clients may also need to focus on lowering the
average age of advisers on the team. o . -
CcCo (ee]e}

° The average team Size Of respondents |S 4' CFO Ol\rl)lerations I\'<IAarketing CIi'(\a/Int Service Other
. . anager anager anager
although there is a substantial range.

40% 34% 37%

Percentage of respondents

Q: Which, if any, of the following dedicated management roles do you have on your team (not
played by an adviser who also has client management responsibility)?

* A relatively small proportion of advisers have non-
adviser management roles, with Operations
Manager being the most common.

* Next hires are most likely junior advisers (35% of
those hiring) as well as client service and admin
support.

24
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Team Training

* Advisers indicate they have good processes in place regarding defining roles, however are less likely to have formal
training or mentoring for new staff.

* Implications: Advisers may need to consider how to integrate professional management as well as incorporate
training and mentoring programs and performance reviews for team members.

100%
82%
92 go% 76% 78%
4‘-:' (]
(]
©
c
o
& 60%
o
o
S
()
W 40%
€
()
e
[J]
a 20%
0%
Clearly defined Clients educated on Formal training  Team participation Regular Financial Formal mentoring
roles roles process for new in programs to performance  support/time off for program
staff improve skills reviews for team prof. development

Q: Please rate the extent to which you agree or disagree with the following statements: (Somewhat or strongly agree)

25
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8. Define and Standardize Process

* In addition to structuring the team, advisers should also consider defining process to allow team members to be as
efficient and productive as possible. In general, advisers feel they have effectively defined and automated processes
within their business. 42% of advisers say they have a written operations manual.

* However, 41% of advisers have not established a standardized business development process.

* Implications: Advisers should continue to focus on standardization and may want to consider if/how the business
development process can be more defined.

100% B Somewhat Agree Strongly Agree
80%
2
[}
E 38%
8 60% 31% 43% 45%
[
- 17%
()
g 40%
c
8
g
20%

0%

Routine processes and  Client meeting/management Financial planning process  Investment management Business development
systems within my business process process process

Q: To what extent do you feel you have established standardized routine processes in each of the following areas? (Somewhat or strongly agree)

26
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9. Define Growth Plan

* The average firm saw a median growth rate of 10%, however there is a substantial range. Median net new clients
was 13. The majority of new clients were referred by existing clients.

* On average, firms indicated they invested 14% of total expenses in growth/promotion.

* Organic growth was the dominant driver, including additional assets and client referrals, however a relatively high
percentage of advisers identified COI referrals and prospecting as also playing a role.

100%
£ 80% 70%
<
C
2 60%
8
o 40%
&
=
[}
e 20%
&
0%
Organic growth Prospecting (adding Center of influence Firm referral program Other Acquisition (e.g., buying
(increasing assets from clients individually, via referrals (e.g., through (e.g., bank, custodian) businesses or clients)
existing clients, methods other than CPAs)
generating client referrals)

referrals or other
sources of new
business)

Q:  Which, if any, of the following played a significant role in your growth during the last two years and which will play a significant role going forward (multiple select for response codes)?

27
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Growth Tactics

* Firm website and community involvement are the top tools/activities used to drive growth.
* The dominant tools/activities for future growth are social media and search engine advertising.

* Implications: Advisers may need to reduce the number of tools they use to drive growth and pay particular attention
to gaining expertise in using social media..

100%
80% B Using Today Not using, but will
@ 61%
g 60% 55%
2
g
o 38%
5 40% ’ e 34% 34% 34%
&
£ 26% 25% 9
5 23% 9 o 24% 23% 9
8 19% ’ 22% 19%  19% ’ 22%
a  20% 15% I I 15% 14%
Firm website Community  Seminars/ Event Marketing  Social media Advertising  PR/writing Other  Search engine

involvement Workshops sponsorship campaigns advertising

Q:  Which, if any, of the following do you use to drive growth in your business today and which do you not use now but plan to start using in the next five years (multiple select
for response codes)?

28
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Net New Clients Today

100%
Median number of clients added: 20
Median number of clients lost/culled: 13
80%
2 60%
§_ 51%
e
k3
2
0,
£ 40% 33%
20% 16%
0% -
Yes - Higher Yes - Lower No - About the same

Q: Will the proportion of clients who were culled/fired change in the next five years? (n = advisers who culled/fired clients in last 12 months)

29
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Investment in Marketing

80%
60%
o
[V
o
g 42%
<
2 40%
c
[
©
c
o
x>
e
s 20%
&
€
8
g
0%
Marketing and promotion (to Technology Partner or adviser All other expenses
attract new clients) salaries/compensation

Q: In order to analyze the data further please identify what percentage of your 2012 expenses was invested in the following?

30
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10. Measure Performance

* While advisers routinely track traditional growth metrics, there is little analysis on profitability and client satisfaction.

* While 63% of advisers say they gather feedback from clients, only 22% do so using a written survey. Six percent are
using advisory boards.

100%

80% 9% 7%

= 69%
g 64%
g 58% o
2 60% 54% 53%
.l 48%
o
() 0,
£ 40% 38% 35%
g 29%
&
20%
0%
AUM Gross New Client Total Revenue Total Lost Client Free Profit
revenue clients  households expenses by client profit clients  satisfaction cash by client
flow

Q: Which, if any, of the following do you track in your business (multiple select for response codes?
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Capacity Analysis
Fewer than half of advisers have formally assessed capacity. 71% believe they are operating under capacity and can

comfortably add new clients.

Implications: As part of improving overall planning, advisers would be well served by assessing key indicators of
financial health in their businesses.

100%
80%
£
3
c
S 60% 53%
¢ 47%
o
g 40%
c
g
2
20%
0%

Yes No

Q: Have you formally assessed capacity in your business? In other words, do you know the number of clients that you can effectively manage with current resources?
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Managing Growth

100%
80% 74%
" 60%
€
[}
©
c
o
o
] 40%
G
()
&
= 19%
o 20%
&
7%
0% ]
We are at capacity; We are above capacity; We are under capacity;
we can meet current we do not have enough we can add new clients
demand but it may be... resources to manage... without adding resources

Q: Based on that analysis, which of the following best describes your business capacity today? (n = advisers that have assessed capacity)
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Use of Client Feedback

100%
80%
60%
2 0
S 40% 35% 37%
2
o
o
4
kS 20%
[J]
&
c
3
g 0%
Yes, informally Yes, using a client Yes, using a Yes, using a Yes, by some other No
advisory board written/online survey telephone/in-person means
interview

Q: Have you asked clients for feedback (e.g., a written survey) in the last two years? Please select all that apply (multiple select for response codes).
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Assessing Gaps

* On the following page, we provide an assessment of practice management gaps for financial advisers.

* On arange of issues, you will see both the importance rating and the performance rating. The gap is the difference
between the two.

* Those in red are those with the most significant gaps and are, therefore, key priorities for the industry.
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Running a Great Advisory Business: Importance & Gaps

Business Attribute Importance Performance
(Avg. out of 5) (Avg out of 5) (Average)

Efficient/Effective client communication process -0.75
Effective time management 4.5 3.6 -0.94
Clearly defined value proposition 4.5 4.0 -0.44
Effective use of technology 4.4 3.9 -0.50
Feedback from clients on what is important 4.4 4.2 -0.19
Standardized processes in the business 4.4 4.0 -0.43
Effective business planning process 4.4 3.8 -0.63
Process to maximize client referrals 4.4 3.2 -1.21
Effective team management 4.3 3.9 -0.48
Process to maximize center of influence referrals 4.3 3.1 -1.18
Effective delegation 4.3 4.0 -0.30
Process to drive organic grown (cross-selling, additional assets) 4.2 3.8 -0.42
Clearly defined ideal client 4.2 4.1 -0.10
Effective client segmentation process 4.0 3.7 -0.32
Formal succession plan 3.7 3.2 -0.57

* Figures in red indicate the top three attributes based on ‘gap’ to performance

Q Please review the following statements and identify the importance you would place on each in managing or growing a great advisory business. / To what extent do
you agree or disagree with the following statements about your business?
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The Future of Practice Management

Findings for Non-Financial Advisers
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Non-Adviser Segments

# of Respondents % of
Respondents

Non-adviser manager 126 30%

Support staff 177 42%

Junior adviser 119 28%
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Role: Non-Adviser Managers and Support Staff

* Broad range of roles covered in Non-Adviser Manager and Support Staff respondent base, which is indicative of the
distribution of roles in the broader industry.

Non-Adviser Managers Support Staff
% of % of
Respondents Respondents
Director/ Mgr Operations 23% Client service 44%
Chief Operating Officer (COO) 15% Administration 13%
Director/ Mgr Business Development 14%
Paraplanner 12%
Director/ Mgr Client Service 11%
Analyst 11%
Chief Compliance Officer (CCO) 5%
. ) Marketing 6%
Director/ Mgr Marketing 4%
Chief Financial Officer (CFO) 1% Technology support e
Other 27% Other 10%
Q:  Which, if any, of the following best describe your role? (n = 126) Q:  Which, if any, of the following best describe your role? (n = 177)
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Anticipate Staying with Same Firm

* Non-Financial Adviser respondents are very loyal to their firms; almost all anticipate staying with their same
firm for at least the next five years. This helps provide stability to firm operations and client experience.
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20% 13% 14% 11%
0% _
Yes No
H Non-Adviser Managers M Support Staff Junior Advisers

Q: Do you anticipate working for the same firm in the next five years?
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Access to Training

* There is an opportunity to provide more structured training, development and career planning support for Non-
Financial Adviser roles, in particular for Non-Adviser Management roles. This will be critical to maintaining
continued levels of loyalty.
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g There is sufficient My firm provides me My firm provides me | have a clearly defined My firm supports me | have a clear career
access, in this industry,  with formal internal with informal training job description (e.g. financially or time)  path within my firm
to quality training training to help me  (e.g., mentoring) to help in participating in outside
designed for perform my job me perform my job more training/further
management/ support effectively effectively education
staff of financial advisory
firms
B Non-Adviser Managers M Support Staff Junior Advisers

Q: To what extent do you agree or disagree with the following statements? (Somewhat or strongly agree; average score out of 5)
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Running a Great Advisory Business: Performance Gaps

Non-Adviser Managers Support Staff Junior Advisers
s (s, Performanea - (s, Performanea - (s, Pestommanca -
Importance) Importance) Importance)
Process to maximize client referrals -1.19 -0.81 -0.96
Process to maximize center of influence referrals -1.07 -0.63 -0.81
Efficient/effective communication process -0.89 -0.60 -0.62
Process to drive organic growth -0.84 -0.28 -0.26
Formal Succession Plan -0.83 -0.49 -0.56
Effective time management -0.81 -0.57 -0.80
Effective use of technology -0.71 -0.58 -0.49
Effective business planning process -0.68 -0.72 -0.59
Effective Team Management -0.65 -0.70 -0.46
Standardized processes in the business -0.55 -0.44 -0.44
Clearly definitely value proposition -0.53 -0.58 -0.35
Effective delegation -0.48 -0.47 -0.30
Feedback from clients on what is important -0.41 -0.30 -0.16
Effective client segmentation -0.38 -0.45 -0.33
Clearly defined ideal client -0.32 -0.12 -0.15

* Figures in red indicate the top three attributes based on ‘gap’ to performance
Q: Please review the following statements and identify the importance you would place on each in managing or growing a great advisory business. / To what extent do you agree or disagree

with the following statements about your business?
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Participant Overview
Financial Advisers Only
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Participant Overview: Years as Financial Adviser

100%
80%
60%

40%

31%

. 18% .
20 17% 14%

Percentage of respondents

0%
Less than 3 years 3 to 5years 6 to 9 years 10 to 14 years 15 to 19 years 20 years or more

Q: In what year did you become a financial adviser (compute years)?
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Participant Overview: Gender
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Q: Are you...(male/female)?
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Participant Overview: Age
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0%
Under 30 30-39 40-49 50-59 60-65 65+

Q: Which of the following describes your age?
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Client Breakdown: Type
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Individuals/ households Institutions Non-profits/ foundations Other

Q: What percentage of your clients do you estimate fall into the following categories?
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Assets Under Management
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48%

40%

Percentage of respondents

20%

0%
Less than $50 million $50 million to $99 million $100 million to $249 million 250 million to $499 million ~ $500 million and over

Q: Please provide the following information for your business: Assets Under Management (2012)
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Client Households
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Q: Please provide the following information for your business: Total Number of Client Households (2012)
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