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Adding Clients and Revenue by Offering Succession Planning 

 

Succession Planning is a major subject in the advisory business: it also provides you, 

the advisor, with great opportunity. As you know, you cannot pick up a magazine or a 

blog without reading about it. With the average age of advisors, depending on who you 

ask, somewhere between 53 and 55, it is an issue that will be with us for quite some 

time. Not to be too obvious, but advisors are not the only Baby Boomers who will be 

turning 65 over the next few years. Attorneys, CPAs, engineers, architects, plumbers, 

manufacturers and hundreds of other types of business owners will be looking at how 

they exit from their businesses, whether they want to, or not.  

In this paper, we are going to discuss how advisors can take advantage of this situation. 

We will discuss the basics of how you can add this service for your clients, how you can 

work with strategic partners, and offer ideas on how to broach the issue in order to 

demonstrate your point of difference. Perhaps most important, we will show you how 

you can be highly compensated, without a major overhaul of your practice approach. In 

the interest of not losing the reader, we will address your revenue opportunities first. 

What is in it for you the Advisor? 
 
Let’s talk about where you can find assets to manage or generate revenue for your firm 
in this process. 
 

 A discussion of Succession Planning is a terrific way to get a client serious about 
estate, financial, and business planning. The potential surviving spouse will 
certainly thank you. 

 A modified buy-sell agreement funded with life insurance with multiple policies, 
beneficiaries and owners is a typical way to effect the transfer of equity value. 

 Non-qualified deferred compensation plans, likewise funded with variable life 
insurance is a good way to create a corporate asset that is used to buy the 
retiring owner’s stock and / or to indemnify the business against his or her 
unexpected loss. If you have ever been involved in deferred comp plans, you 
know that the participants put new money into these almost every year.  

 If the company collects proceeds from a life insurance policy due to the death of 
an owner, its managers need help determining how to positon the cash and plan 
for its use.  

 Employee Stock Ownership Plans, (ESOP), or a non-qualified look alike plan is a 
good way to allow employees to become equity-owners without the owner giving 
up control. Depending on the client’s corporate structure, it can be extremely tax 
efficient and highly leveraged. 
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 When an owner sells his or her firm, he or she has a great deal of cash to invest. 

 When you go through the process of discovery, to determine the manner in which 
to help the client and his or her company, (or if you can), it is inevitable that you 
will see what they are doing with their corporate cash flow, building funds, 
pension money, and any number of asset sources. 

 As alluded to above, you also get to see how the corporation affects their estate 
and personal assets. 

 The discovery process also allows you access to their attorneys, CPAs, and 
other professionals as well as those you may bring into the process to help.  

 For those clients for whom you do not have all their money to invest, it gives 
them another reason for you to co-ordinate all of it. 

 Finally, there are financial, estate and business planning fees for the work you 
perform. 

 Smart, imaginative advisors will find additional sources. 
 

The Market 

In his book, The Coming Widow Boom, author and Certified Financial Planner, (CFP®), 

James F. (Buddy) Thomas, Jr. points out that women traditionally survive their 

husbands 80% of the time and on average, they outlive them for 14 years. More to the 

point of this paper, Mr. Thomas says that the average age of a surviving widow is only 

56, and 25% of them are under age 45. These statistics are for all people; not just 

business owners, which is our focus here, but it stands to reason that we will see a 

large number of widows, wondering what will happen to their husband’s business in the 

next decade and beyond. Of course there are plenty of strong women who own their 

own businesses and the number is rapidly rising. Suffice it to say that man or woman, 

these stats point out that it is never too soon to begin planning. According again to Mr. 

Thomas, something like $41 trillion, that is $41,000,000,000,000, is projected to be 

inherited by the children of Boomers. A great deal of that is wrapped up in business 

valuations. According to business consulting firm Group 50, a firm that is focused on the 

manufacturing sector, there are about 2.5 million businesses in this country whose 

owners are over age 50. The important statistic is that only 10% of them have 

succession plans! 

When you tell your clients to begin planning for retirement, do you tell them to begin in 

their 60’s? No, of course not. So it seems logical that a business owner should plan 

ahead for his or her exit from the business, whether through retirement, disability, or 

untimely death.  
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Knowledge Gap 

“To avoid criticism, say nothing, do nothing, be nothing.” - Aristotle  

I started in the business in 1976 with a major life insurance company. We were what we 

today call wholesalers of life insurance. We called on independent Property-Casualty 

insurance agents, attempting to get them to sell our products. However many of them, 

due to the china-egg relationship that they had with their clients, were afraid to bring up 

life insurance. They feared that the clients would ask them something about life 

insurance or estate planning that they did not know the answer to. We became their so-

called experts, and every call on one of their clients was a joint-call. I believe that many 

otherwise technically strong financial advisors and planners do not bring up succession 

planning to business owners for similar reasons. That, and perhaps they are afraid that 

a client will ask them, (as one of mine did recently, causing me to swallow hard), what 

they are doing about their own succession planning. It need not be a mystery. This type 

of planning is, for many advisors, a natural extension of what they already perform. The 

genesis of the process is in asking a few extra questions, as you will see. In this paper, 

we will discuss some basics of succession planning applicable to any industry. Here we 

just want to give you a clue to structure and some of the areas where you can help a 

business owner. Future material will get into specifics. In addition, there is an enormous 

amount of help from many of the same strategic partners who may be great sources of 

prospects. 

 

Strategic Partners 

Keep in mind that to do proper succession planning for any industry you need strategic 

partners. Attorneys write and execute documents, CPAs and business appraisers 

calculate valuations, insurance professionals may be helpful with the more technical 

policy design, real estate professionals can be helpful if property is a part of a firm’s 

value, and qualified plans specialists can also be helpful with advanced retirement 

planning tools such as ESOPs. Finally, recruiters who focus on other industries can be 

a good source of advisory clients. Are you looking for a way to develop closer working 

relationships with other professionals? How about bringing them business with the 

understanding of reciprocity? These professionals are no different than anyone else; 

they are interested in what is in it for them. If they see a consistent source of business 

from you, the good ones will recognize a mutually beneficial relationship. Be 

discriminating. Many advisors position themselves as the “head coach” of a client’s 

financial well-being, bringing it all together. We submit that a basic understanding of the 
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process to provide for the exit strategy of your client from his or her business is a 

critical, (and lucrative), element. 

 
Client Attitudes 

There are a few advisors who focus on succession planning for advisors. They do an 

excellent job of identifying the issues and assisting the clients in navigating through the 

process. While each industry has unique challenges, these advisors will tell you that 

there are issues that are prevalent in all industries. Our work with advisors has taught 

us that many of the issues in the advisory industry are common ground in virtually all 

industries.  

 Founders and owners are so busy building and maintaining their businesses that 

they do not adequately protect themselves and their families for the future by 

planning their exit strategy. 

 The immediate daily issues take precedence over long-term exit planning. They 

may plan for growth, but the idea of exiting is not on their radar.  

 Owners of businesses in which a great deal of the value of the firm, (or 

professional practice), is in the personal relationships of said owners, have a 

great deal of difficulty envisioning someone else in that role.  

 Owners fearing that someone they train will become their competition, hesitate 

teaching too much or allowing too much access.  

 Owners fear giving up control. They do not understand that sharing equity, does 

not equal sharing control. 

 

The Planning Process 

According to Wikipedia, which as we all know, is the last word on virtually everything, 

Succession Planning is defined as: 

“A process for identifying and developing internal people with the potential to fill key 
business leadership positions in the company. Succession planning increases the 
availability of experienced and capable employees that are prepared to assume 
these roles as they become available.” 
 
My own definition is that succession planning is simply a critical part of a 
comprehensive business plan that speaks to both continuity and an exit strategy for 
key players and owners, (equity owners), in the event they leave, are disabled, die, 
or they decide to step back or retire. It answers the questions,  
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 “What happens to the revenue and profits of your firm in the event that you or 
another key employee is not available for an extended period of time, or 
indefinitely?”  

 “What are your defined written plans to mitigate or eliminate the loss of 
revenue or profits of the company, or service to your clients caused by the 
loss of human capital, (you or another key person)?” 

 
In fact, these are two questions that can help get the discussion rolling. As business 
owners, we all wonder how much our business is worth. We might have some idea what 
the going multiples are in our industry at any given time, but what would the business be 
worth without the guiding force in the business? What elements of our particular 
company affect the value? 
 
I remember a couple of years ago, sitting across from a very successful business owner 
who indicated that he could sell his business today for upwards of $6million. I asked 
him, “What is it worth without you?”  He looked at me like a deer in the headlights for a 
second. After a moment of reflection, this top professional finally adjusted his gaze; 
looking me strait in the eye and said, “A whole lot less.”  
 
It does not mean he went out and did something about it that day, but he did agree to 
begin what became a 2-year process to work toward it. Along the way, he made some 
good decisions and there were some speed bumps, but all-in-all, his firm is better off for 
it. He has a person who he feels comfortable will take over for him, and possibly most 
important, the revenue stream for his firm is better today than it was when we started. 
This is part of the key to convincing someone to engage in a process. They have to see 
how the process will improve their current situation as well as the long-term health of 
the firm. In addition, do not forget to make it personal. Remind him or her of the 
personal financial goals and keep asking what events or dangers could stand in the 
way. The more the owner can “feel” the difference the process will make in his or her 
life, or that of a spouse, or the company which becomes their legacy, the more they will 
engage in the process enthusiastically.  
 
Something else we have learned that will be no surprise to advisors who work with 
couples; when you engage the beneficiary of the business owner’s estate, they will help 
you, because he or she is dependent to some degree on the success of the business 
that their spouse or significant other owns for his or her financial security. 
 
 
How to start 
 
Experts agree that first step in an owner’s process is to assemble the succession 
planning team, consisting of a business advisor; a CPA; the family’s financial 
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advisor;  the attorney for the business; an insurance agent; and many times, an 
investment banker or valuation specialist.  How many of these roles could you fill?  
 
Take stock of your current clients. With any of them who own businesses, consider what 
you think would happen to your their business, (and by the way, the money that the 
clients have invested with you), if they were unable to work in it. I attended a meeting 
with a group of advisors a few months ago when the question was posed to the group, 
“What are you doing to hold on to the next generation of your clients and their money?” 
The answers primarily concerned how to get the children involved in the planning 
process. These are sensible concerns, but what if most of a client’s net worth is 
wrapped up in his or her business? What if the children work in the business? There are 
statistics that indicate that there is a high probability that most business enterprises 
never survive the initial founder. In the advisory business, this failure rate in the second 
generation is 99%; incredibly high, but it is extremely high in virtually every other 
business type; especially among closely-held businesses. If you can help them develop 
plans to mitigate the possibility of this loss, I submit that you could be a trusted advisor 
to the next generation and beyond.  
 

Discovery  

Whether a current client, or someone you wish to make a client, the initial step is 

discovery. You need to know how things in the business are structured, what your 

clients’ attitudes are in a number of areas, and of course what he or she has done to 

protect themselves and the business. Use a basic financial planning or business 

planning questionnaire but add questions such as these, in an order that makes sense 

for your conversation: 

(Note: We will assume for these questions that a client is the sole owner. However, 

these questions should be asked of all owners) 

 What do you tell customers when they ask about your company succession 

plan? 

 If you were to be forced, due to accident or illness, to stop working in your 

business, what would you like to happen with it? (If you ask them about when 

they will retire, you will inevitably get the answer “I will die at my desk.”  

o After you have received this answer, then you can ask, “What would you 

like to happen with the business when you retire?” “If you are disabled?” 

 Under what circumstances would you sell your interest in the firm? 

 Do you know who you would sell to?  

o If yes, is there a buy-sell agreement in place? Is it funded? 

o Is there a formula in place for a sale price? 
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o Does it set the value of your business for estate tax purposes? 

o How would your heirs pay the estate taxes if you pass away? 

 Does the firm have a retirement plan? Details? Happy with it? 

 Does the firm have a non-qualified for tax purposes, deferred comp plan? 

o How does it work? Vesting? 

o Who are the participants?  

o How is the money invested? 

 Do you know what your firm is worth? Or do you know a formula for determining 

the value of your firm?  

 If you know what it is worth, is that enough for you or your spouse to live on if you 

quit working or your spouse has to live on the proceeds? If not, how do you plan 

to make up the difference? 

 How many of the clients would leave the firm if you were no longer around?  How 

long could you be gone before they would start leaving? How many staff would 

leave? 

 Do you have a family member who would or could take over for you? 

o How will you determine when he/she is ready to do so? 

 If no family member, do you have someone else in the company who would take 

over for you? 

o How will you determine when he/she is ready to do so? 

 Does the company have a training program for bringing younger executives 

along?  

o Does it address management and leadership skills? 

o Who is in the program today and where are they in the progression? 

 Is there a plan in place that allows key employees to buy into the firm in small 

amounts so they have a “stake” in the company? 

o If so, how does it work? 

o Which employees are involved currently? 

These and other questions will lead you to still others, but you also want to get to the 

owners attitudes. Pay attention to how he or she answers the previous questions and 

dive deep into the motivations for the answers. Get a copy of the client company’s 

Business Plan. If there is not one, help them develop one, (for a fee). Get a copy of the 

Profit and Loss statement for the past couple of years. You are looking to see what 

happens year over year with revenue and where it comes from. Then ask the owner if 

the revenue would be the same if he or she was not available. You will also want to 

know about the work flow in the firm, but that is beyond the scope of this paper. We will 

address that in a later release. 
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Strategic Plan 

According again to consulting firm Group 50, a plan should: 

 Define the owner’s personal strategy. I.e., the owner’s plan for the next phase of 

life. 

 Define the succession plan 

 Minimize the taxes in the owner’s liquidity event  

 Maximize the value of the business, by eliminating, (or at least mitigating), risk to 

revenue during a transition to a new owner. 

If this sounds remotely familiar, these are the primary issues facing owners of advisory 

firms too.  

Using the data collected from the questions above and more, develop a strategic 

Succession Plan. As mentioned, we see succession, (exit), planning as a part of a 

Business Plan, so it should be integrated with the company’s overall Plan. If you feel 

inadequate to do this, seek assistance from a professional in the field, or an attorney, or 

both. From a high level, it should contain the following: 

 The core values and mission of the firm as it moves forward. 

 The long-term vision and direction of the firm and its owner(s). (Personal 

Strategy) 

 The financial needs of the owners and key leaders. 

 A profile of the ideal successor(s). This is everything from skills and talents to 

attitudes.  

 Developmental talent training programs. 

 A determination as to whether the talent needed is on staff or can be developed 

from current staff. (Remember that recruiter focused on their industry?) 

o If not, how they will find the right talent set. 

 `Process for training as successor. 

 Compensation Plans for all concerned 

 Process/formula for valuation and buy-out. (Tax Planning) 

 A process and timing for monitoring should be adopted. 

Once the owner has settled on each of the previous items, then the documents, 

manuals, training programs, and buy-sell agreements, ESOPs or deferred comp plans 

should be prepared or adopted. Have an attorney prepare any documents when it is 

appropriate.  

Determine life insurance, and other funding or asset management needs and 

implement. Implement the timeline and procedure for monitoring. 
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Final Thoughts 

Granted, there is a lot of work here. That is why you may want to charge a planning fee. 

Our firm will be coming out soon with a ‘plug and play program,’ but in truth the 

succession process is not too far from the business planning that many of you are 

already performing. In the interim, as mentioned above, there are a lot of resources out 

there with strategic partners that can be very helpful and become sources of business 

for you too. The key is to begin the conversations, because it can lead to a great deal of 

opportunity to earn revenue and tie clients to you, (even on a multigenerational basis), 

for years to come. Simply bringing up the subject is a great way to set yourself apart.  
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