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Introduction

With a focus on legacy building, our role at NBC Securities is to provide the tools and
opportunities to plan ahead and thrive at every stage of life—both for our advisors and the
investors they serve. The role of succession planning in building legacies goes under the
radar for many advisors and advisory firms yet is critical in the process of preparing for
what’s next.

It’s not just about planning for retirement—it’s also about preparing for unexpected events
and ensuring the continuity of the legacy of your practice. Without a plan in place, your
practice risks losing its value, your clients could be left in a state of uncertainty, and your
life’s work may not be preserved as you intended.

This Succession Planning Guide for Financial Advisors walks you through the essential
steps that we take at NBC Securities to build a strong, flexible succession plan, tailored to
your unique needs and objectives.



Succession planning refers to the process of
ensuring that your financial advisory practice
can continue to operate and support your clients
successfully after you’ve retired or in the event
of an unforeseen circumstance.

Definition and Benefits: A strong succession
plan provides a smooth transition of leadership,
preserves firm value, maintains continuity, and
reassures clients about their financial future.
Planning early allows for gradual development
of successors, ensuring a seamless handover.

Common Challenges and Misconceptions:
Advisors often delay succession planning,
thinking it’s only necessary for large firms

or something to tackle later. However,

even small practices benefit from starting
early, as the process can take years to
implement successfully.

Consequences of Not Planning: Without
a succession plan, firms risk losing value,
client trust, and key employees—potentially
damaging their reputation, stability and
financial prospects.

When it comes to stakeholders, succession
planning is relevant to several key groups within
a financial advisory network, each with their
own needs and motivations.

Incoming Advisors into a Network: For
new advisors, succession planning offers a
path to a seasoned book of business. Whether
internal or external successors, these advisors
gain credibility by stepping into an established
firm with loyal clients. A clear plan ensures a
structured takeover, fostering continuity and
minimizing client disruption.

Advisors Looking to Retire: As retirement
approaches, many advisors look to monetize
their life’s work by selling their book of
business. A robust succession plan can help
maximize the practice’s value and ensure that
the transition doesn’t erode client trust or firm
profitability.

Unexpected Circumstances: Succession
planning isn’t just for retirement. Accidents,
illnesses, or sudden life changes can disrupt a
business without warning. Having a contingency
plan in place ensures the practice can weather
these storms without leaving clients and
employees in a vulnerable position.

The Advisor Approaching Retirement

Peter, a seasoned investment advisor in his late 60s,
is preparing for retirement after over three decades of

building a loyal client base and a $500M practice. He seeks
to sell his business to a suitable successor who will ensure
a smooth client transition. His goals include monetizing the

practice to fund his retirement and securing his family’s

future against unforeseen events.




The first step in building a succession plan
is to evaluate your practice’s current
status to understand what’s needed for a
smooth transition.

Evaluating Firm Value: Determine your firm’s
market value by examining factors like AUM,
profitability, client demographics and brand
reputation. A professional valuation ensures fair
compensation during a sale or transition.

Identifying Key Personnel and Their Roles:
Who are the indispensable members of your
team? Identify individuals whose skills, client
relationships, or institutional knowledge will be

crucial during the transition. This should involve

training and retaining these key employees to
maintain continuity.

Young Advisor Looking
to Make Their Mark

Analyzing Client Relationships and
Retention Rates: High client retention rates
and long-term relationships add significant
value to your firm, making it more attractive
to potential successors. Analyzing these
metrics will help you understand the risks and
opportunities involved in succession.

Financial Health and Business Metrics:
Review your firm’s financial performance,
including revenue growth, expenses, and profit
margins. A financially stable and profitable
business is much easier to transition than one
with volatile revenue or high debt.

Hannah, a young advisor in her early thirties, has been with
a prominent investment firm for years but struggles to build
her own client base while managing the aging clients of a
senior advisor who isn’t stepping aside. Frustrated with the
slow progression, she’s exploring independent RIA firms
where she could partner with an advisor or acquire her own
book of business.




Defining Your Vision for the Future:

What do you want your legacy to be? Whether
it’s maintaining the firm’s culture, protecting
client relationships or maximizing sale price,
your vision should guide every step of the
succession process.

Establishing Clear Objectives: Your
objectives should address key aspects of the
transition, such as ensuring smooth leadership
transfer, maintaining client retention and
achieving financial security for both the seller
and the successor.

Determining Your Timeline: Establishing

a realistic timeline for the transition is vital.
Whether you plan to retire in five years or
within the next year, having a defined timeline
helps set expectations and ensures there’s ample
time for preparation and training.

Selecting the right successor is one of the
most critical decisions in the entire succession
planning process.

Internal vs. External Successors: Internal
successors, like junior advisors or family
members, offer continuity and align with your
firm’s culture. External successors bring fresh
perspectives and opportunities for growth,
particularly if your firm aims to innovate/expand
into new markets.

Criteria for Selection: When choosing a
successor, consider their leadership skills, client
management abilities, and their alignment with
your firm’s philosophy. You’ll also want to
assess their ability to maintain and grow client
relationships while managing the business.

Grooming Internal Candidates: If you

have identified internal successors, start their
training early. Assign them increasing levels of
responsibility and leadership roles to prepare
them for a smooth transition.

Conducting a Search for External
Candidates: If you opt for an external
successor, use a rigorous search process. Work
with recruiters or industry connections to find
a successor who not only fits your firm’s needs
but also has the vision and skills to lead it into
the future.



A detailed, actionable succession plan should
cover every aspect of the transition, from
leadership changes to legal matters.

Creating a Step-by-Step Plan: Break the
succession process down into manageable steps.
This should include a timeline for knowledge
transfer, leadership transitions, and milestones
for completing different phases of the plan.

Legal and Regulatory Considerations:
Ensuring compliance with industry regulations
is essential. Work with legal advisors to update
contracts, address fiduciary responsibilities, and
ensure all legal requirements are met for the
new leadership.

Structuring the Transition: Depending on
the successor’s readiness, consider a gradual
handover or immediate transfer. A phased
approach allows the new leader time to build
client relationships and understand operations.

Communication Strategies for Staff and
Clients: Clear communication is key to a
successful transition. Clients, employees,

and stakeholders need to understand the
reasons for the change and the benefits of the
new leadership to help maintain trust and
minimize concerns.

One of the most important aspects of developing
a plan is the implementation of the plan itself
and the training to ensure it is successful. The

implementation phase is where the succession
plan moves into action, ensuring the successor is
fully prepared.

Onboarding the Successor: Whether the
successor is internal or external, a thorough
onboarding process is essential. This might
include shadowing you during client meetings,
understanding operational processes and getting
to know key personnel.

Knowledge Transfer and Training
Programs: Develop comprehensive training
programs that cover everything from client
management to business operations. This
ensures that the successor is fully equipped to
handle the complexities of running the firm.

Gradual Handover vs. Immediate
Transition: Decide whether a gradual transition
of duties or an immediate handover is best
suited for your situation. Gradual handovers
allow for a smoother, less disruptive process,
while immediate transitions may be necessary in
the case of sudden events.

Monitoring and Support: Provide ongoing
support for the successor, even after the formal
transition is complete. Regular check-ins can
help address any challenges that arise and
ensure that the transition remains on track.




Financial aspects of succession planning for
advisors are often the most complex and should
be approached carefully.

Valuing Your Firm: Work with a
professional valuation expert to ensure your
firm is accurately appraised. This valuation
will form the basis of sale or ownership
transfer negotiations.

Financing the Transition: Determine

how the successor will finance the purchase
of the firm. Financing options may include
bank loans, internal financing, or installment
payments over time, depending on the
successor’s financial situation.

Tax Implications: Be aware of the tax
consequences involved in selling or transferring
ownership of your firm. Consult a tax advisor
to minimize tax liabilities and ensure a
tax-efficient transfer.

Compensation and Ownership Structures:
Consider structuring compensation and
ownership to benefit both parties. For example, a

Veteran Advisors Looking for

Further Expansion

gradual transfer of ownership, with the retiring
advisor retaining a minority stake, provides
financial security while easing the new successor
into full ownership.

Ensuring that the succession plan complies with
all industry regulations is vital to its success.

Establishing Compliance with Industry
Regulations: Work with legal and financial
advisors to ensure the transition complies with
all regulatory requirements, including fiduciary
obligations, SEC guidelines, and industry-
specific rules.

Updating Contracts and Agreements: Review
and update any contracts and agreements,
including employment contracts, partnership
agreements, and client agreements, to reflect the
change in leadership or ownership.

Working with Legal and Financial Advisors:
Having a legal team involved early in the
process will help you avoid any potential legal
issues during or after the transition.

Caroline, a successful advisor in her late 40s, feels
restricted by her current warehouses’ structure and limited
opportunities. With extensive expertise and an established
client base, she’s seeking an independent RIA or broker-
dealer that provides autonomy, flexibility, and a client-
centric approach—one where she can expand her business
and build a long-term succession plan with more flexibility
and a focus on valuation.




Managing communication effectively is
essential to avoid confusion and build confidence
in the transition.

Crafting a Communication Plan: Develop

a clear, well-thought-out communication
strategy for announcing the transition to clients,
employees, and other stakeholders.

Informing Clients: Clients should be informed
of the transition early on, with reassurances that
their needs will continue to be met. Emphasize
the strengths and qualifications of the successor
to maintain client trust.

Managing Client Concerns and
Expectations: Expect that some clients may
be concerned about the change. Address their
concerns with transparency and provide a clear
outline of the transition process.

Maintaining Trust and Continuity: The
goal is to maintain trust and ensure a seamless
continuation of services. Regular updates,
meetings, and transparent communication

can go a long way in keeping clients and staff
comfortable during the transition.

Advisor Seeking Independence & Flexibility Due to Team Conflicts

Kevin, a skillful advisor at a large financial institution, often clashes with his assigned team, fueling
frustration and a desire for independence. Tired of bureaucracy and interpersonal challenges, he wants
to become a sole practitioner under an independent RIA platform, where he can fully own his practice,
strengthen client relationships, and maximize its value for sale by age 55—achieving his long-term

retirement goal.




Succession planning for your practice should be
an ongoing process, with regular reviews and
adjustments to keep it relevant.

Setting Milestones and Performance
Metrics: Establish specific milestones and
key performance indicators (KPIs) to track the
success of the transition. This could

include client retention rates, profitability,
and successor readiness.

Regular Reviews and Adjustments:

Your succession plan shouldn’t be set in stone.
Review it periodically to ensure it remains
aligned with your firm’s evolving needs and
market conditions.

Contingency Planning: Be prepared for
unexpected events. Contingency plans can
include interim leadership appointments, backup
successors, or adjustments to the timeline.

After the formal transition is complete, there are
still important decisions to be made.

The Role of the Retiring Advisor:

Decide how involved, if at all, the retiring
advisor will be in the firm after the transition.
Some advisors choose to stay on in an advisory
capacity to provide guidance, while others prefer
a clean break.
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Staying Involved in a Limited Capacity: If
the retiring advisor chooses to stay involved,
they may do so as a consultant, offering support
and expertise to the new leadership. This can
help ease the transition and provide continuity
for clients.

Finalizing Financial and Legal Affairs:
Ensure all financial and legal matters are
finalized, including final payments, transfers
of ownership, and the settlement of any
outstanding agreements.

Conclusion

Succession planning for financial advisors is

not only about ensuring your firm or practice’s
continued success but also about preserving the
legacy you’ve worked hard to build. The earlier
you start, the smoother the process will be. With
a well-thought-out plan, you can ensure business
continuity, maintain client trust, and secure your
financial future.

Reach out to our team for personalized guidance
and resources to begin your succession planning
journey today.
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