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Advisor

The Research:
Defining, Building and Realizing Value

On-line survey conducted in January, 2009
420 financial advisors responded
A Margin of erroris +/ - 4.8%

A The study was exclusively sponsored by the Financial
Planning Association. The FPA will be providing
members with the opportunity to learn more about the
findings and the implications for advisors today.

A The following summary provides all responses to the
survey, showing the average and
The latter is the top 20% of advisors based on assets
under management. Where appropriate, other
comparisons are shown.
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Key Findings

A Exit strategy isndt just about the

o Our selected exit strategy influences how we build and
manage our businesses today.

A We woul dnodét make good boy scout s.

o In general, advisors are not prepared for exit, underscored
by the low percentage with a written plan.

A We donodt |l et reality get in the way

o While counselling clients to the contrary, a majority of
advisors have not altered their own plans based on current
markets.

A The ball is in our court. Confidence in reaching goals is driven
by what we do, specifically:

o Planning

0 Measuring

o0 Managing client relationships and the team

o Implementing and automating process 3
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Exit Strategy
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Q2: What do you plan on doing with your practice when you retire (what is your exit strategy)? advisorimpact.com
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Successor ldentified
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Q3: If selling, have you identified a successor or firm to buy your business? advisorimpact.com
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| f not selling owhat do you plan on

you retire/what is your exit strategy?
<Open -ended question. Representative sample of comments.>

Keep my main clients and manage their investments throughout my retirement
Refer to another advisor.

| have no plans to retire.

Stop working and still draw some residuals.

Remain on board part time with a junior staff.

At this point, | don't know.

Gradually release my smaller clients and continue to service larger clients
indefinitely.

Close it down and walk away.

| plan to continue to transfer smaller clients to other advisers and retain the
most profitable clients, while continuing to reduce the number of hours worked.

have not thought about it as it is 6 to 9 years away and a lot can change. added
junior partner this year -- depending upon progress, he will 'inherit' the
business.

o Do Po o Do Do Do Do Do Do
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Adjusting Retirement Plans
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Q15: Given recent market conditions, have you changed your anticipated retirement date? advisorimpact.com
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Value Expectations
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Q16 and Q19: What would estimate value of business today/at exit? advisorimpact.com
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Valuation Methods
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Q17: How did you arrive at your valuation estimate? Select up to two primary methods. advisorimpact.com
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Adjusting Expected Value
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Q18: Given recent market conditions, have you changed the value you expect for your business at exit? cdvisorimpact.com
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Percentage  recurring revenue
Assets under management

Gross revenue

Client satisfaction

Strength of  personal relationships
Profit margins

Free cash flow

Growth rate (assets or revenue)
Documented systems/processes
Skills/experience of team
Automation of systems/processes
Client attrition/loyalty

Average client net worth

Profile in community

Potential for business among existing clients

Importance in

reaching goals
(out of 5)
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Extent to which
currently  on track
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Q21: To what extent do you believe the following will impact the ultimate value of your business (given your strategy)?
Q23: Thinking of each of the following, to what extent are you currently on track to meet the goals you have set for exit?

-0.6

-1.2

-0.9

-0.2

+0.1

-0.6

-0.7

-0.6

-0.3

-0.1

-0.3

+0.2

-0.2

+0.1

—

advisorimpact.com



<Advjsor__

| mpact of Todayo:e
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Q20: Does your chosen exit strategy influence the choices in how you build/manage business? cdvisorimpact.com
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Basic Challenges Identified
In Meeting Exit Goals

A Finding the right successor
A Funding for junior to take over the practice

A Market conditions; value of business
A Finding the time to define and plan

A Building transferable value in the business (e.g.
consistent client experience and process)

13
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The High Confidence Group

A The results of the study were analyzed to highlight
a group that we may want to emulate.

A As goals/exit strategies differ from one advisor to
the next, a group of advisors were analyzed who
were more confident that they were on track to
reach their goals. These advisors also tended to
be the larger or more successful businesses.

A These advisors were isolated and analyzed to
understand what they do differently and many of
the differences were clear.

A References to these groups are highlighted on the
following pages.
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Confidence in Meeting Goals

o 100%
3
= )
22 80% 76% 74%
c o
S g
oo C
0
£ 3 60%
M 4
==
28 40%
o < °
T .=
C
O L
%f_’ 20%
[ O
Y—
o 3
v 9 0%
oo wn
[ - .
*GEJ O Average High Asset Have Ensemble Solo
N Succession
o ©
o Plan

15

Q: How would you rate the extent to which you are currently on track to meet the goals you have set for exit? adyvisorim pact,com
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High Confidents are Succeeding
(Medians)

High Confidence Low Confidence

Assets under Management $60m $30m
Gross Revenue $619k $287k
Number of Households 145 100
Profit (before professional $400k $158k
compensation)

Assets/client $491k $304k
Revenue/client $5.2k $2.9k
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Confidence: Key Differentiators of
t he OHIi gh Conf i der

A Who | am

o Ensembles tend to be more confident that they are on track to
reach their goals.

A What | track

o Confidence is accompanied by a focus on profitability in the
business

A How I plan

o Confidence is accompanied by a focus on planning (specifically
have a written succession plan)

A What | do

o The most confident advisors believe that their exit strategy
influences how they run their businesses; they are more
disciplined with respect to:

o Client management
o Team management
0 Process

advisorimpact.com
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Advisor

Differentiators: Who | am

A Confidence is linked to business model and size of
business.

A Ensembles are somewhat more confident in their
ability to reach their goals.

A Confidence is driven by greater likelihood to have
a plan and timeline in place, based on internal
succession plan

A Confident solos and confident ensembles do not
behave very differently, other than with respect to
team management.

19
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Business Model:
Momentum toward ensembles
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B Average: Today M Average: At retirement

Q8 /9: How would you describe your business today/at retirement? advisorimpact.com
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Differentiators: What | Track

Low High
Confidence Confidence

Assets under management
Gross revenue

Number of new clients
Number of lost clients

Revenue by client

90%
83%
75%
58%
52%

88%
94%
/8%
64%
62%

Q: Which, if any, of the following do you track in your practice?

advisorimpact.com
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Differentiators: What | Track

Low High

Confidence Confidence

Cash flow/free  cash flow 41% 20% 61%
Practice profit 54% 19% > 73%

Client satisfaction 32% 15% 47%

Total expenses 78% 14% 020

Profit by client 17% 14% 31%

e

Q: Which, if any, of the following do you track in your practice? advisorimpact.com



Succession Plan: Contents
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Q13: What is included in your succession plan advisorimpact.com
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Succession Plan
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Q11: Do you have a formal, written succession plan? advisorimpact.com
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Succession Planning and
Years to Retirement
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Percentage of respondents with formal
succession plan

Years to Retirement

11% donodot know wher
7% say they will never retire
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Q11: Do you have a formal, written succession plan? advisorimpact.com
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Differentiators: What | do

A The most confident advisors are clearly
di fferentiated with respect t
o Client management
0 Team management
0 Process

28
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Client Segmentation
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Q31: Have you segmented your clients based on the value they bring to your business? advisorimpact.com
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Service Standards
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Q32: Do you have clearly defined service standards for each client segment? advisorimpact.com
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Client Contact
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Percentage of clients met

Q30: With what percentage of clients did you, or someone on your team, hold a face-to-face or telephone review?
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Minimums
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Q33: Do you have a defined asset or revenue minimum in place for your clients? advisorimpact.com
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Client Age

Q28/29: What percentage of total clients in these age categories/assets represented by 65+ years?
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