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Successor Opportunity & Challenge 

 

Owner  

We know that the items that drive an owner/founder at this point in his life are the 

desires to: 

 Take care of the employees that helped to build the firm 

 Take care of the firm’s clients 

 Leave a legacy firm 

 Create a revenue stream that the owner/founder(s), or a charity can use in the 

future as they deem appropriate 

Conventional wisdom suggests that he could choose between an internal succession 

plan and an external sale. For purposes of this paper, we will assume has chosen the 

former. Creating this internal ownership track provides for a stronger and more stable 

business, which will ultimately make the firm more valuable to all concerned. Some 

owners make the mistake of thinking they have to find a successor, "just like him.” In 

truth, the skills it takes to build a firm from scratch are somewhat different from those 

needed to take a going enterprise and grow it. The progression from entrepreneur, to 

shareholder, to CEO, to mentor, is not the same set of skills it takes to move from 

producer/employee, to investor, to owner/partner, to the leader of the business. 

Make no mistake; an internal succession plan depends on firm growth to work. Most 

successor/advisors do not have the extra funds from their compensation to invest 

enough or write a large enough check. The cash flow in a growing business has the 

capacity to double twice over a 5 year period. The additional cash flow can mitigate the 

funding shortfalls. If we create an atmosphere and a culture where 2nd and 3rd 

generations and beyond of successor/owners are groomed, we create constant growth 

and enough cash flow to continue to fund the continuity planning process.  
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Successor Opportunity 

The obvious opportunity is to earn ownership in, and leadership of, a growing firm. It 

surrounds the advisor with a base and a springboard from which to grow a practice that 

would otherwise take at least a decade or longer to build. Coming into a situation that 

has been built over 20+ years saves the advisor a period in his/her career that it is hard 

to appreciate. The advantages of joining a going concern: 

 Provides the advisor with an opportunity to earn more money in compensation 

 Gives the advisor’s current clients a feeling of stability,  

 Increases credibility with prospective clients, because the advisor is backed by a 

local firm with a larger asset base, and a presence, 

 Allow the advisor to seek larger clients, (especially business and institutional 

clients), because while important to the advisor, the firm is not primarily 

dependent on one client’s assets for survival  

 The firm can provide clients and assets to increase the advisor’s base beyond 

what would otherwise be available,  

 Provide the advisor with back office and middle office resources that would 

otherwise not be available, and  

 Can provide the opportunity to move from producer to owner/partner in a larger 

firm in a much shorter period of years, learning and earning on the job. 

Perhaps most important, the advisor can buy into a significant firm by becoming a key 

contributor to the growth of said firm, rather than being required to write a large check, 

drawn from money saved from normal compensation. (Some of the revenue can be 

drawn from successor advisors who come after the 1st generation successor.) 

The advisor will earn normal compensation from his/her salary and or bonus. Small 

amounts of this should be invested in the firm which allows the firm to compensate the 

advisor through corporate distributions, which enjoy a better tax treatment. Those 

distributions should be reinvested into the firm to begin to “buy in.” Remember that the 

advisor’s value in the firm grows at a “0” percent tax rate as the firm grows, (which the 

advisor has a direct hand in). Consider the progression: 

Revenue flows into the firm/corporation ► 

 

The Corporation pays the advisor ► Compensation and covers Expenses 
 

http://www.moissongrp.com/


  www.MoissonGrp.com 

  Phone (515) 963-5374 

  Fax (863) 457-9980  
 

3 
 

Recruiting Consulting Acquisitions 

 
 

 

The Corp also provides ►Distributions to the owners, based on firm growth. The 
advisor/successor should reinvest most of this back into the corporation to increase 
his/her stake and help to decrease the stake of the owner/founder. 

 
►Equity in the firm grows tax free. As the firm grows, the stake the advisor is buying 
becomes exponentially more valuable  
 

In the end, the owner/founder’s stake has been reduced as he is paid significant 

distributions over time, (5 years, 10 years, or 20 years, as arranged). 

You increase the successor/owner’s stake and as you do so, the successor/owner, 

creates his succession plan by bringing in the next generation of advisors to groom over 

a 10-year or more period. 

 

Challenges 

Owner/Founder 

 Has to be willing to let go over time as confidence in the successor grows, (all the 

while reducing his time spent in the business). 

 Has to be willing to mentor the successor to take on management roles 

 Critical; once the succession has been completed, there needs to be a clear 

“changing of the guard.” This means that there is no second guessing the new 

leaders when one sees a client socially. Since the owner/founder’s continued 

payouts are dependent on the firm’s continued good fortune, it is 

counterproductive if clients become uncomfortable with the new leadership. 

Successor /Advisor (SA) 

 Has to produce. Production increases the value of the firm and the SA’s stake in 

the firm. It also demonstrates leadership to the firm employees; showing them 

that the owner/founder made the right decision.  

 

 Has to become a “leader” in the firm, long before he is a leader with any power. 

This means that he/she must demonstrate a stronger work ethic then anyone in 

the firm. He/she must be “friendly” with everyone in the firm, but not one of the 

guys or gals. He/she must remember that they will someday be his/her  
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employees. The work ethic issue will get you a long way, but demonstrating a 

sense of being “above the fray,” without being arrogant, can help later too. It is a 

balance that has to be found. Clients, who may be concerned about the future of 

the firm, want to know a strong hand will be guiding the firm someday as well. 

Sharing a joke or a story on occasion is fine, but less is better when dealing with 

employees. Better to be the serious guy or gal, than the one who can always be 

counted on to find something funny. Work to become the “go-to” person for help 

when the boss is not around, but remember to respect your time. 

 While it is not necessary to become an expert, the SA should learn about every 

facet of the firm, (marketing, asset management, administration, client service, 

etc.). In the future he will want to be able to be sure the firm is being run 

profitably. He has to understand what makes it so. This means working extra 

hours sometimes when everyone else is home. 

 While as mentioned it is important to be a producer, the SA, should refer to 

clients, not as his or her clients, but clients of the firm. Nothing demonstrates 

leadership better than making those around you understand how important they 

are. Take me, and my out of your vocabulary, and insert we and our. This will 

also begin to accomplish the SA’s shared goal with the owner/founder of 

continuity of the firm and its clients, long term. Try to take an attitude that no one 

person in the firm has clients; the firm has clients. When clients feel this way, you 

increase the chances of client retention when the owner/founder finally steps all 

the way back. 

 The SA is generally someone who had a practice and a book of his own prior to 

joining the owner/founder. The ability to run his/her book is one of the factors that 

make him attractive as a successor. The very thing that made him attractive can 

sometimes be a detriment to his growth because he is comfortable in his abilities 

and his manner of doing things. The SA cannot hesitate to ask for, and treat 

advice in a constructive manner. If he does not excel at time management, let the 

firm help with its resources. If the firm has ideas about prospecting and client 

management, listen and consider them in a pensive manner. In short, consider 

the advantages of a larger firm or the mentorship of the owner/founder. The 

owner will not bring in someone who he does not respect, as he has a great deal 

at stake; the SA and owner should work together to build out an even larger, 

more profitable firm. It is the 1 + 1 = 3 point of view. 
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Summary 

Many advisors would enjoy the opportunity to become the heir apparent in the 

succession plan of a successful advisor/owner. The thought of a young advisor, who 

has hitherto built a good book that produces $200k to $300k, or even $500k a year in 

revenue, working into a firm that will produce several million dollars a year in perhaps 

half a decade, seems like reaching for a cloud, but it is very real. The opportunity carries 

with it challenges for both parties, but the advantages of the endgame far outweigh 

them. The owner gets to enjoy his level of lifestyle, while finding the time to do the 

things he has never been able to do while building a firm. The successor/advisor gets to 

buy in to a situation that would otherwise be beyond his means, build a substantial 

lifestyle of his own, and plan for a future that would rival, if not exceed, that of his 

predecessor. The road is not free of bumps for either party, but with proper planning 

and focus, both can reach their objectives.  
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