Index

Accountability, 24, 29, 113, 197
Acquisition phase, 209
Administrative partner, 84
Administrative resources, 167
Advisory One Survey (2010), 12, 137
Affiliation models, 8

Assets under management (AUM), 70
Associate advisor, 31

Average cost per client, 173

Balance of life issues, 15
Bank of America, 7
Base compensation, 94
Benchmarks, 178
Benefits, 97—98, 155—156, 176
Bonus. See also Owner bonuses
methods of, 98
as percentage of salary, 152
performance based, 152
team-based, 153—154
Brand name, 26—27
Broker-dealer (BD), 42 ¢S, 73
Brokerage “tribes,” 4/ 117
Brown, Valerie, 118
Budgeting, 178—179
Bunting, Bob, 124
Business development bonus, 98—99
Business development incentive plan, 154—155
Business development skills/training, 42, 54—55
Business expenses, 164
Business plan, 61, 67—68
business transition, 67
compliance, 67
physical space, 67
technology and operations, 67
Business transition, 67
Buy-in of partnership, 128—131
Buy-out, 204—205
Buy-sell agreement, 75
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Capital calls, 72
Car payments, 177
Career changers, 44
Career path, 23, 29
Cell phone bill, 177
Certified Financial Planner, 42
Cetera, 118
Character for ravnership track, 126—127
Client-centric medei, 181
Client meet'ngs, 84—85
Clietis »wiiership, 115—116
Cli-nt relationship, 47—-50, 65, 110
casemble concept and, 5
shared pool clients, 83
Client Relationship Management system (CRM),
26, 186—187
Client relationship ownership, 49—50
Client relationship skills, 42
Client segmentation, 170, 174
Client service, structuring of, 45—46
Client service administrator, 45
Coaching programs, 176
Common-sized income statement, 164—165
Communication, in mergers, 63, 76—78
Compensation, 68. See also Owner’s
compensation; Professional compensation
cost of, 40
discretionary expenses and perks, 100
discussion worksheet, 100—102
equity ownership in income, 99—100
labor vs. equity, 89—92
owner base compensation, 94—99
return on equity investment, 90—92
Compensation management process, 156—157
Compliance, 67
Confidentiality (nondisclosure) agreement, 65
Conflict, 114
Consolidation deals, 203, 207—209
acquisition phase, 209
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Consolidation deals (Continued)
mature operations, 209
minority interest, 207
Continuity plan, 13—14, 62
Control, 14—15
Corporate culture, 106
Cost accounting, 94
Cross-referral incentives, 99
Culture, 21, 105
conflict in, 114
consistency in leadership, 116—117
customer service as, 108—110
definition of, 105
establishing priorities and values, 106—108
hierarchy in, 111
as invisible hand, 105
key components of, 108
performance as part of, 112—113
promotion preference in, 114
relationships between employees, 110—112
self-awareness in, 118
shared client ownership, 115—116
stewardship vs. ownership, 115—116
team model, 107, 112
tribes, 117
Custodian, change of, 73
Customer relationship management (CRM), 67
Customization, 185—186
Customizing cost, 171172

Data
clients, 65
financials, 66
investments, 65
mergers and, 61,°95--:C7
operations, 66
people, 66
Deals, 69—70
as transactions, 60
Decision making, as partners, 73—75
Departments, 32—33
department-based structure, 19
insurance department, 33
investment department, 33
operations department, 32—33
planning department, 33
tax department, 33
DiMeo, Bob, 112
DiMeo Shneider, 112
Direct expenses, 81, 163
Discretionary expenses and perks, 100
Distribution strategy, 34
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Dividend distributions, 72
Draw systems, 97
Drosdick, Ed, 60, 109
Drucker, Peter, 118

Earnings before owner compensation (EBOC),
160—162, 207—208
Earnings before partner compensation, 177
Economies of scale, 26
Efficiency, 185—186
Emerging partnerships, sharing in, 24—28
Employee performance, 112—113
Engagement economics, 166—167
Engagement pricing, 166
Engineer types, 4
Ensemble concept, 5—7
advantages of, 5—6
culture of, 5
defined, 5
leverage in, 5
Ensemble practice, 19—21. See also Consolidation
deals; Partnership; Super-ensemble firms;
Tiue-<nsemble
{cquicers of, 209—210
characteristics of, 86—88
clients preference for, 12—14
control in, 14—15
demographics of, 7—10
division of responsibilities, 46
equity planning for, 204—206
evolutionary pattern in, 19
expertise and continuity of, 13—14
finding your deal, 211
future of, 17, 213—216
growing into, 39
growth of, 9—10
management priorities and growth phases, 20
as profitable and valuable, 10—12
Enterprise value, 129
Entry-level position, 31
Entry-level professionals, 42
Equity ownership in income, 99—100
Equity planning, 204—206
number of partners, 204—206
Equity question, 55—57
Executive compensation, 72
Expense sharing agreement, 80—81
Experienced brokers, 44

FA Insight, 11, 130, 203
FA Insight Compensation Survey, 149
FA Insight Survey of Financial Performance, 161
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FA Insight Survey of Staffing and
Compensation, 95
Fee-based financial advisory, 4—5
Feedback, 112
Financial advisory industry, 213
culture of industry, 213
ensemble practice, 3
fee-based practices, 4—5
key terminology of, 7—8
management of people in, 3
practice growth limits, 14
sales culture of, 8
solo practices, 3—4
Financial management, 66
advisory firms, 160
budgeting and, 178—179
client segments, 170
cost of customizing, 171—172
as diagnostic tool/indicator, 179
engagement economics, 166—167
income statement, 163—166
key ratios, 177—178
minimum account requirements, 172—174
mixing personal and business expenses, 164
overhead management, 176—177
pricing grid, 169—171
service as product, 169
suboptimal profitability, 160
unit economics, 167—174
Financial Planning Association (PFA) 42
Financing partnership purchase, 130—131
Firm identity, 137
Firm roster, 66
Fish, Kathy, 14
Focus Financial, 161
Formal performance evaluation process, 113
FP Transitions, 11, 70
FPA Compensation Survey, 149
Franchise, 36
Fusion Advisor Network, 12, 64, 77
Fusion Challenge Survey, 138

Gibson, Cathy, 29
Growth
four stages of, 137—140
partnership, 138—139
past the owners (institutionalizing), 139—144
practice growth, 138
team service, 138

Hierarchy culture, 111
High-maintenance clients, 166, 169
Hiring
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affording additional compensation cost, 40
brokers, 43—44
business development skills, 42
career changers, 44
characteristics of candidates, 42
client relationship skills, 42
emotional preparation for, 41
entry-level professionals, 42
of executives, 73
right time for, 39—41
service professionals, 43
structuring client service for, 41
technical skills and theoretical knowledge, 42
technicians, 43
Hiring process, 50—53
advertising the position, 50'=51
equity question, 55—57
family, friends, and-clier.ts, 53
following a process;-51—52
job descriptioi. 51
making an offer, 52—53
making the decision, 57—58
seilir g question, 53—55
How v2 Value, Buy or Sell an Advisory Practice
(T'ibergien), 203
Hunter type, 4, 8

Incentive compensation, 151—155
bonus plans, 152—153
business development plan, 154—155
multi-criteria advisor plan, 154
team-based bonus pool, 153—154
Income bogey, 161—-163
Income partnerships, 131—132
Income statement, 92, 163—166
common-sized, 164—165
revenue, direct expense, overhead, 163
Independent broker-dealer affiliated advisors (IBD
advisors), 7, 17, 36
Independent firms, 7
Institutionalizing steps, 140—144
behave like a large firm, 142
conceptual value proposition, 140
decision-making infrastructure, 142—143
firm ownership of clients, 144
identifying markets/sources of new business,
141—142
invest in people, 143
service standardization, 141
specialists and expert jobs, 143—144
Insurance department, 33
Insurance firms, 8
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Intellectual contribution, partnership track, 127
Investment committee, 183—184
Investment department, 33

Job descriptions, 29, 51
Junior advisor, 31

Labor vs. equity, 89—92
Large firms, 7, 32
Lead advisors, 19—20
Leadership, 198
Letter of understanding, 150
Leverage, 5, 2124
critical decisions in, 23—24
resource leverage, 34—35
Leveraged buyout, 205

Management contribution, 126
partnership track, 126
Management of people, 3
components of, 29
Management responsibilities, 83—84
Management responsibility premium, 98
Managing advisors, 29
Market presence, 55
Mature operations, 209
Maximizing profit/revenue, 168
Mentoring, 29
Mercer Global Advisors, 140
Mergers, 59—61, 203
adjustments after the deal, 71=72
announcements of, 77
business planning, 61, 67-68
buy-sell agreements, reciresients, breakups, 75
communicating ta ciients/employees, 76—78
compensation, 68—C9
data sharing/discussion, 61, 65—67
deal step, 62, 69—72
decision making as partners, 73—75
factors for decision making, 60
owner rights, 72—73
partnership structure, 61—62, 68—69
personal goals, 61
process steps in, 61—62
pros and cons of, 59—60
as relationships, 60
shared strategy, 61—63
shared values, 63—65
size premium, 71
unequal mergers, 70—71
Merrill Lynch, 7
Mid-level broker, 44

Minimum client account requirements, 172—174

Minority interest/owner, 72, 207

Model portfolios, 65

Morgan Stanley Smith Barney, 7

Moss Adams LLP, 7, 70, 115, 124

Moss Adams Survey of Compensation, 149, 163

Moss Adams Survey of Financial Performance
(011), 10, 160

Moss Adams Survey on Staffing and
Compensation, 95

Multi-criteria advisor plan, 154

Multiple lines of business, 34—35

Multiple locations, 35—36

National Financial Partners (NFP), 161
Nonreciprocal merger agreements, 70

Office space, 25—26

On Wall Street, 150

One-on-one relationsizizs, 13

One-time expens=s, 164

Operations,-32—53; 66—67
custoniiz-tion and efficiency, 185—186
leadcrship in, 184—185

Gualtty control and risk management, 187—188

uniform process for, 181—183, 189

vendor and strategic partner choices, 188—189

Overhead, 163
Overhead management, 176—177
Overhead percentage, 178
Owner bonuses, 98—99
business development bonus, 98—99
cross-referral incentives, 99
management responsibility premium, 98
profit center percentage, 99
Owner rights, 72—73
Owner’s compensation, 160
base compensation, 94—99
benefits, 97—98
draw systems, 97
income bogey, 161—163
owner bonuses, 98—99
payout systems, 96
salaries, 95—96
Ownership track. See Partnership track

Paraplanner, 31

Partner compensation, 68, 89

Partner compensation discussion worksheet,
100—102

Partner meetings, 195

Partner responsibilities, 89

Partner roles, 68

Partnership, 26—27, 64
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critical decisions in, 28
decisions of, 73—75, 198—199
handling disagreements, 198—199
losing control of firm, 196—198
number of partners, 204—206
practical suggestions for, 73—74
protecting ensemble, 200—201
sources of conflict in, 194—196
underperforming employees, 199—200
Partnership opportunities, 57
Partnership stage, 138—139
Partnership structure, 24, 29, 61—62
Partnership track, 121
alternatives to full partnership, 131—134
buying in, 128—131
character, 126—127
criteria for, 124—127
economicand professional qualifications for, 121
financing, 130—131
growth criteria for, 122—124
income partnerships, 131—-132
intellectual contribution, 127
management contribution, 126
operations employees, 127
ownership as privilege, 121
phantom stock, 132—133
presence, 127
profits interest, 133—134
reasons for promotion, 134—135
revenue contribution, 125—126
stock appreciation rights (SAR). 152—133
stock options, 133
valuation, 128—130
when to add, 122—12:
Past the owners (institusienalizing) stage, 139
Payout-based compensation, 150
Payout systems, 96
Performance evaluation, bonus and, 152
Pershing LLC, 130
Personal expenses, 164
Personal goals, 61
Phantom stock, 132—133
Physical space, 67
Planning department, 33
Platform firms, 36
Pomering, Rebecca, 64, 177
Practice growth stage, 138
Practice Made Perfect (Tibergien & Pomering), 177
Presence, partnership track, 127
Pretax income per partner, 10—11
Pricing grid, 169—171
prospective/retroactive pricing, 171
Pro forma financial statements, 70

Productivity, 174—176
Professional compensation
benefits, 155—156
bonus, 152—153
business development incentive plan, 154—155
incentive compensation, 151—155
management of, 145—146
multi-criteria advisor plan, 154
payout-based, 150
philosophy of, 146—148
process of, 156—157
setting salaries, 148—150
team-based bonus pool, 153—154
Profit centers, 92—94, 99
Profit and loss (P&L), 163
Profitability
earnings before owner.¢hmpensation (EBOC),
160—162
income bogey, 161'-163
measures of, 150
simple view of) 162
Profits irter-st, 133—134
Pron.otions, 114

Juelity control, 187188

Ratio analysis
earnings before partner compensation, 177
overhead percentage, 178
revenue per client, 178
revenue per professional, 178
revenue per staff, 178
Referral sources, 54
Regional firms, 8
Registered Investment Advisor (RIA), 7, 17, 188
Relationship management, 49
in mergers, 63
Rent-the-owner proposition, 139—140
Reputation, 19, 55
Responsibility, 113
Retirement benefits, 156
Return on equity investment, 90—91
Revenue, 163
Revenue contribution, 125—126
Revenue per client, 178
Revenue per professional, 178
Revenue per staff, 178
Risk management, 187—188

Salaries, 95—96, 149
Sales process, 54
Scorpio Research, 13
Self-awareness, 118
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Serial redemption, 205
Service, as product, 169
Service advisors, 45—46
client ownership, 49—50
client relationships, 47—50
leverage in, 21—24
selling question, 53—55
staffing of, 30—31
support to relationship management, 49
Service business, 160
Service culture, 108—109
Service process, agreement on, 181183
Service professionals, 43
Share dilution, 72
Shared office space, 25—26
Sharing, 24—-28
brand name, 26—27
clients and profits, 27—28
office space, 25—26
staff, 27
Silo practice, 6, 12, 28
expense drivers, 81—82
profit centers, 92—94
shared bottom line, 80—83
to ensemble firm, 79—80
Silo practice-to ensemble firm, 79—88
assign management responsibilities, 83—84
changing thought patterns, 87
“mine, yours, and ours” model, 83
prenuptial agreement, 85—86
share client meetings, 84—85
shared bottom line, 80—83
steps in, 86—88
Silverman, Stuart, 25, 54
Size premium, 71
Small partnerships, 24
Smith, Adam, 105
Solo practices, 3—4, 7, 13, 111
Span of control, 123
Staffing costs, productivity and, 174—176
Stewardship vs. ownership, 115—116
Stock appreciation rights (SAR), 132—133
Stock options, 133
Strategic partner choices, 188—189
Strategy
mergers and, 61
shared strategy, 62—63
Stress, 118
Succession plan, 62
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Super-ensemble firms, 25, 34—37
distribution strategy, 34
firm as platform or franchise, 36
large as too large, 37
leveraging a resource, 34—35
multiple lines of business, 34—35
multiple locations, 35—36

Sweat equity, 128

Tax department, 33
Team-based bonus pool, 154—154
Team-based ensemble model, 8
Team model, 107, 112
Team service stage, 138
Technical skills, 42
Technicians, 43
Technology, 186—187
operations and, 67,
Technology platforms;.26
Technology spetiding, 177
Theoretical t.owiedge, 42
Tibergier, i 4ark, 64, 86, 164, 177, 203
Time com=aitment, 166
To) V/calth Managers Survey, 12
‘(ra’ning process, 29
‘yravel and entertainment, 176
Tribes, 4, 117
True ensemble, 25, 28—33
departments, 32—33
leverage and sharing combined, 28—29
managing advisors, 29
staffing of, 30—31
third level of advisor, 31—32
Trust relationship, 13

UBS, 7
Unit economics, 167—174
Unusual expenses, 164

Valuation, 70
enterprise value, 129
partnership track, 128—130
Values, 63—65, 106—108
Vendor choices, 188—189
Vertical ensemble, 19, 22
critical decisions in, 23—24

Wells Fargo, 7
Wirehouses, 7, 17
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