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A detailed quantitative report was published in February 2016 —
2016 Trends in Practice Management: Understanding and Driving_
Client Value — and is available here. The reports were created to
help you answer three important questions:

CRITICAL QUESTION WHITEPAPER PUB DATE

MONETIZING YOUR VALUE

I nt rO d u Ct' O n a Defining and Communicating Your Value: An Action Plan

How do you define and communicate your value February 2016
in a way that sets you apart?

Operationalizing the Delivery of Your Value: An Action Plan

This is the third in a series of three tactical whitepapers a What internal processes and structures need to be o 2016
that focus on how you define, operationalize and transfer n place to support you in delivering value consistently ’
i . . . and profitably?
value. Each of the whitepapers draws on input from financial
planners and advisers across the country, part of the on-going Monetizing Your Value: An Action Plan
research of the FPA Research and Practice Institute™ @ How and when are advisers monetizing the value June 2016

they have created?

Each whitepaper incorporates feedback from 706 respondents
from across the country and across channels, including both FPA
members and honmembers. Participants responded to an online
survey conducted in November 2015. A comprehensive participant
profile can be found in the main quantitative report.
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MONETIZING YOUR VALUE

The Journey

The first two whitepapers examined how advisers define,
communicate and deliver value to clients. As we learned
about how advisers are delivering value to clients, it also
became clear how these same activities contributed to the
long-term value of the business.
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1. The Current State of Succession. Have you created a plan that not only
defines how you will create value, but how that value will be monetized
and the actions you need to take to maximize long-term value?

. Communicating Succession Plans to Clients. Have you built a team that
can execute on your value proposition and provided them with the tools
and accountability to add significant value?

. Communicating Succession Plans to the Team. Have you communicated
your plans to the team, emphasizing the drivers of value and the role of the
team in driving value today and once you have retired?
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MONETIZING YOUR VALUE 29%

The Current State

44%

of Succession i

1 OF 10

This is not the first report to point out that a relatively

low percentage of advisers have a formal succession plan
in place. And while less than a third of advisers say they
have a succession plan in place today, a further 27 percent
say they are working on it.
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The Current State of Succession

2 OF 10

There is some evidence that younger advisers think differently about
succession. The percentage of advisers who have (or are working
on) a succession plan and who are under the age of 40 is about the

same as those between the ages of 40 and 60.

SUCCESSION PLAN
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63%

37%

65+

If we look more closely at those advisers with no plan in place, the
largest proportion simply feel it’s too early to create this kind of
plan. For context, nine percent of respondents said they are actively
seeking a buyer for the business today and another 22 percent say
they will sell their business in the next five to ten years.
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The Current State of Succession

3 OF 10

If we isolate those advisers who don’t have a plan and think it’s too early to have one, we once again
see the impact of age. However, about 30 percent of advisers who are 60 years of age or older say it’s

too early to start.

78%
64%

41%
30% 28%
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The Current State: Take Action

4 OF 10

Assess your current position with respect to succession planning by answering the following questions:

1. My transition/succession plan is: 2. | do not have an up-to-date,
(Choose most applicable) written transition/succession
plan because | am:

(Choose most applicable)

[J Written down and up-to-date

1 Written down; requires updating

O In my head and up-to-date [J Too busy

O In my head; requires updating [J Too young

O] Something | wish | had [J Too important to my business

[1 Too attached to my business

1 Something | don’t need

[ Unsure what | would do after | retired

1 Concerned clients and staff will
react negatively

1 Concerned about conflict among
potential successors

[1 Not sure how to develop a plan

[J Not concerned about selling my business
at a good price when | am ready

[J Actually, | don’t feel the need for a
transition/succession plan

[J Actually, | have a written succession plan

that gives me confidence
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The Current State: Take Action

3. | think a transition/succession plan 4. Things that might motivate me to
should help me: consider selling my practice are:
(Choose all that apply) (Choose all that apply)

[1 Take control of my eventual exit from the business [ Opportunity to cash in at a good price

] Maximize the value when | exit/transition [ Tired of the business

L1 Ensure | can fund my own retirement 1 Want to mentor someone else

] Give my family, clients and staff confidence and peace of mind [J Want different lifestyle e.g. more travel, hobbies, etc.

L1 Ensure my legacy is what | want it to be [ Health concerns

[ Actually, | don’t feel the need for a transition/succession plan [J Family issues e.g. caregiver, divorce, death of spouse, etc.

L1 Other (specify)
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The Current State: Take Action

5. My targeted transition/succession
timeframe is:

[ Less than 2 years
] 3-5 years
[1 6-9 years

] 10+ years

6. On a scale of 1 to 10, | would say
my preparedness for my transition/
succession from my business is:

(1 = Totally unprepared; 10 = Totally prepared)
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7. Considering my answers to the
prior questions, the “next steps”
| will take with respect to preparing
for my transition/succession are:

www.OneFPA.org/RPI
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The Current State: Transferring Value

The ways in which advisers plan to monetize the value of their firms varies widely; however, internal

succession plans are most popular at 24 percent. The largest proportion of advisers are in the 26 percent

who either have no plans (13%) or don’t know what they will do with the business (13%).

QUESTION: What do you plan to do with your business/clients when you retire?

Sell to an existing associate/junior adviser

I will sell, but have no clear plan/successor established

| have no plans to sell/transfer the business

| don't know/None of the above

Sell to an existing senior partner

Other

Sell to another adviser (not on my team)

Transfer/sell to a family member who is not currently an
adviser in the business

Sell to another firm (consolidator, bank, etc.)
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Among those who have identified a clear plan, about 49 percent
have a single successor in mind and 22 percent are grooming more
than one individual.

QUESTION: Which of the following describes your situation today?

60%
49%
40%
20%
8%
0% I
&
N
\Q\P R
\0?,
950?\
9“0%

www.OneFPA.or;

RPI


http://www.OneFPA.org/RPI

MONETIZING YOUR VALUE

The Current State: Risks

The advisers who participated in the study represent a range of ages and it’s clear that many advisers
hope to stay active for a long period of time. Among those advisers who were 65 years of age, just over a
third said they planned on retiring in the next five years. Eighteen percent of advisers who are 65 years of
age or older say they don’t know when they will retire (8%) or don’t plan to retire (10%).

QUESTION: When do you plan to retire?

50%

40%

35%
30%
23%
20%
10% _., 10% 0
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The Current State: Risks

9 OF 10

The data demonstrates that many advisers will work very late in life and many will never create a formal
succession plan. This raises the question of whether there are some potential risks to consider. The lack
of succession planning leads to obvious comparisons to the shoemaker’s children syndrome, but even
that requires some explanation. The most common reason cited by advisers is that they won’t fully retire,
perhaps reducing their workload to a few key clients. This strategy might work unless we think about four

key stakeholders in the process:
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The Current State: Risks

Your family.

There are too many horror stories of advisers passing away without any
form of buy-sell agreement in place that has a devastating financial
impact on their families. The agreement is important, but in order to
maximize the long-term value of the business, it needs to form the basis
of a plan that deals with issues beyond legalities, particularly transition.
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You and your legacy.

One of the unsung benefits of a succession plan is that it allows you
to take control in defining the legacy you want to leave. The goals

you set for your own retirement are tightly linked to the future of the
business and should dictate how you structure your business today. A
succession plan is a business management tool that helps you make
the right decisions today.

For the balance of the report we focus on if and how advisers are communicating
their plans to their clients and their teams.

www.OneFPA.org/RPI


http://www.OneFPA.org/RPI

MONETIZING YOUR VALUE

Communicating
Succession Plans
to Clients

1 0F6

When it comes to their clients, more advisers are willing

to share the details of a succession plan with clients

(31%) than to tell those clients when they plan to retire
(18%). While it is difficult to know exactly why there is

such a difference, there are two possible reasons. One

is simply that some advisers don’t know when they will
retire, suggesting a timeline isn’t an integral part of the
succession plan. Another is that advisers may be concerned
that specifics of the timing would create some negative
response on the part of the client.
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Communicating Succession Plans to Clients

A stunning 70 percent of advisers who are 65 years of age or older
QUESTION: Have you shared the details of your retirement say they have not told clients when they plan to retire and over half

. : o _ _ .
ClAA TSR ORI S have not shared the details of their succession plan.

| have shared the details of my exit/succession plan with clients.

QUESTION: Have you shared the details of your retirement or succession plan
with your clients?
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B | HAVE TOLD CLIENTS WHEN | WILL RETIRE

B | HAVE SHARED DETAILS OF EXIT/SUCCESSION PLAN WITH CLIENTS
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Advisers are split on when the time is right; however, nearly half say it is less than
three years from retirement.
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Communicating to Clients: Take Action

4 OF 6

Outline the “communication strategy” you will use to advise clients of your succession plan to reassure
them that their needs will continue to be well served. Consider the following:
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Communicating to Clients: Take Action o
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Clients Concerns:

What concerns will clients likely have and how will you respond to them? Clients will wonder about your timing, whom you intend to
appoint to look after them, what impact your retirement might have on the service they receive and whether they will have to make any
changes in their personal financial plan because of the transition to another adviser.

Complete the following statement: | will be specifically address potential client concerns by reassuring them that...

Customer Love!

18 | Monetizing Your Value: An Action Plan www.OneFPA.org/RPI


http://www.OneFPA.org/RPI

MONETIZING YOUR VALUE

Communicating to Clients: Take Action

Communication Plan:

How and when will you advise clients of your intentions?
Many advisers adopt a “tiered” approach to communicating
their succession plans to clients. Here’s an example: Describe your communication plan by completing the following table:

Activity Tierd | Tier2 | Tier3 | Tier4 Activity Tierl Tier2  Tier3  Tier4

Clients | Clients | Clients | Clients

Face-to-face meeting with you and your successor,

v

specifically for the purpose of introduction
Face-to-face meeting with you and your successor, v v
as part of regular review process
Face-to-face or telephone meetings with your

p : g y v v v
successor as per service standard
Email or newsletter announcement v v v v
Open house or introduction event (optional) v v v v
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Communicating

Succession Plan
with the Team

1 0F6

When compared to their approach with clients, advisers are
more likely to tell their teams when they plan on retiring
(26%), along with the details of the succession plan (40%).
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Communicating Succession Plan with the Team

As would be expected, advisers are more likely to share information

QUESTION: Have you shared the details of your retirement as they get older and succession becomes a reality.
or succession plan with your team?

| have shared the details of my exit/succession plan with team.

QUESTION: Have you shared the details of your retirement or succession plan
with your team?
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B | HAVE TOLD TEAM WHEN | WILL RETIRE

B | HAVE SHARED DETAILS OF EXIT/SUCCESSION PLAN WITH TEAM
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Communicating Succession Plan with the Team
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As was the case with client communication, advisers are split on when they share their retirement
details with the team. About a third of advisers say that the discussion should happen within three years
of retirement.
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Communicating with the Team: Take Action

4 OF 6

Outline the “communication strategy” you will use to advise clients of your succession plan to reassure
them that their needs will continue to be well served. Consider the following:
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Communicating with the Team: Take Action
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The Action Plan

DEADLINE

STRATEGY TACTIC

ASSESSING YOUR PLAN Assess your current position
o
www Identify clear next steps for your transition/succession plan

Define your timing
COMMUNICATING YOUR

PLAN TO CLIENTS
Define your messaging

. /Q’Q\ .: Identify potential concerns
Pipp
Create a communications plan and timeline

COMMUNICATING YOUR

Define your timing
PLAN TO THE TEAM

Define your messaging
°o o ) )
- - Identify potential concerns

Identify how you will communicate your plan to the team
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Final
Comment

This whitepaper focused on the tactical issues of transferring
value and the way in which those plans are shared with
clients and the team. However, it should be pointed out that
the information and actions shared in the first whitepapers
are as much about succession as the data shared here
because they speak to the process of creating a sustainable
business. That is the process that creates value, which has a
significant impact on your success in transferring that value.
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DEFINING AND COMMUNICATING YOUR VALUE

About the Authors
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