How to Evaluate an Offer

Looking Beyond the Headline Number

Selling your advisory practice is one of the most important financial and personal
decisions you will ever make. For many advisors, it represents decades of work,
community relationships, family sacrifice, and trust built one client at a time.

In today’s environment, advisors are increasingly receiving unsolicited offers from private
equity-backed firms, RIA aggregators and large broker-dealers. Some of these offers can
seem impossible to ignore. Multiples that would have sounded unrealistic five years ago
are now being discussed openly. Advisors who never considered selling are suddenly being
approached with numbers that can create excitement, curiosity, and sometimes
confusion. The challenge is that the headline number rarely tells the full story.

A “10x EBITDA” offer may not actually result in the best outcome for the advisor, their
family, or their clients. In many cases, advisors only begin to understand the true
economics and personal consequences of a transaction after the documents are signed.

This guide is designed to help advisors think through the broader implications of a sale. The
goalis not to suggest that internal sales are always good or that external buyers are always
bad. There are situations where external transactions make perfect sense. Instead, the
goalis to help advisors ask the right questions before making one of the biggest decisions
of their career.

Atits core, this process is not just about valuation.
Itis about:

¢ Whatyou actually take home after taxes

¢ How longyou are required to work

e Whether youremain independent

¢ What happensto your clients

¢ How your staff is treated

¢ Whether your reputation in the community changes

¢ Whether your clients continue receiving the same level of service

¢ Whether you still recognize the business you spent decades building

The best deal is not always the highest number.

The best deal is the one that aligns with your goals, protects your clients, fits your desired
lifestyle, and reflects how you want to finish your career.



What Do You Actually Take Home?

One of the most common mistakes advisors make when evaluating an offer is focusing too
heavily on the headline valuation while spending too little time understanding what they
will actually receive. An offer that sounds enormous upfront can look very different once
taxes, earnouts, equity rollover requirements, and future obligations are fully understood.

For example, an advisor may hear:
“We are offering you 10 times earnings.”
That sounds extraordinary. But the real questions are:

¢ How much is paid in cash vs stock?

¢ How much is contingent on future growth or client retention?
¢ Whattaxtreatment applies?

¢ What happens if markets decline?

One advisor who received a large RIA backed offer later realized that less than half of the
stated upfront value would actually be received in cash at closing. A significant portion
was tied to future production targets, retention requirements, and equity in the acquiring
company. While the headline number looked impressive, the amount of truly guaranteed
liquidity was far lower than expected.

Another advisor compared two offers:

One had a larger upfront valuation but created a significant ordinary income tax burden.
The second had a lower headline valuation but used installment sale which resulted in
more favorable tax structuring. After taxes, the advisor actually kept more money with the

lower headline offer.

This is why experienced M&A professionals often repeat the same phrase: Structure
matters more than price.

A deal should never be evaluated based solely on the multiple.

The “best” deal is often not the one with the largest number at the top of the page.



Internal vs. External Buyer

One of the biggest strategic decisions in succession planning is whether to pursue an
internal transition or an external transaction.

An internal transition usually involves another advisor already connected to the practice,
such as ajunior advisor, partner, or another advisor within the same broker-dealer or RIA.
In many cases, the clients already know the successor long before the transaction formally
occurs. The transition can feel gradual and natural because trust is transferred over time
instead of overnight.

External buyers often operate very differently. These firms may include private equity-
backed consolidators, RIAs, or large broker dealers. They frequently offer larger headline
valuations. For advisors near retirement, especially those looking for immediate liquidity,
these offers can appear extremely attractive. However, the structure behind those offers
often creates tradeoffs that are easy to underestimate.

An advisor described the excitement of receiving a large offer after spending years building
his practice. The number felt validating. He believed he was joining a strategic partnership,
but right away, he realized many of the decisions he once controlled were no longer his to
make. Clients were transitioned away. Reports changed. Investments changed. Staff who
had worked with him for years became frustrated with so much change.

Another advisor who completed an internal transition described a completely different
experience. For years, the successor attended client meetings, joined planning
conversations, and gradually became familiar to households before the senior advisor
reduced involvement. By the time the official transition occurred, many clients barely
viewed it as a sale. To them, the younger advisor had already become part of the
relationship.

Financially, the internal deal may not have generated the same headline. However,
advisors retained something more, legacy and confidence that his clients would continue
receiving the same level of care that helped build the business.

The emotional component of these decisions is often underestimated. They are
transferring decades of trust built inside their community. Clients may include close
friends, church members, neighbors, or even family members. Advisors should ask
themselves if those relationships will be long-term partnerships or part a roll-up strategy.

That does not mean external transactions are always wrong. For some advisors,
particularly those with shorter timelines, no successor, or a desire for immediate liquidity,
an external transaction may be absolutely appropriate. But the decision should be made
with a full understanding of both the financial and personal consequences.



Structure of Payments

The structure of a transaction dramatically impacts both the economics and the
experience of a transition. Unfortunately, many advisors focus heavily on total valuation
while spending far less time understanding how and when they actually receive the
proceeds.

Experienced buyers understand that structure drives outcomes. Two offers with the exact
same valuation can produce dramatically different results.

The real questions are:

¢ How much is guaranteed vs depends on future performance?
e Whatrisks remain with the seller; markets decline or clients leave?
¢ What taxtreatment applies and how long are payments stretched out?

Seller-financed notes, for example, can create excellent flexibility and tax planning
opportunities. In the right situation, installment payments may produce a significantly
better after-tax outcome than taking all proceeds upfront. However, they also create
dependency on the future success of the buyer. If the acquiring advisor struggles
operationally, payments may become difficult.

Revenue sharing arrangements can work extremely well when books continue growing and
retention remains high. Some advisors prefer these structures because they maintain
alignment between buyer and seller during the transition period. But they also create
uncertainty. Market declines, client attrition, or operational changes can materially impact
future proceeds.

The structure must fit the advisor’s:
¢ Risktolerance
¢ Retirement goals
e Time horizon
¢ Taxsituation
e Lifestyle expectations

A great transaction is not simply about maximizing price.

Itis about maximizing certainty, flexibility, and long-term outcomes.- Lifestyle preferences



Control, Culture & Clients

Many advisors spend decades building client relationships that become deeply personal
over time. Clients are not simply a number they are often neighbors, church members,
local business owners, family friends, and multi-generational households that have
trusted the advisor through retirement, market volatility, business sales, deaths,
inheritances, and major life decisions. That is why cultural alighment matters so much
more than many advisors initially realize.

One advisor who sold externally admitted that he underestimated how emotional the
transition would become once the deal actually closed. Before the transaction, he
believed the acquiring firm would preserve the same service his clients had always
received. But within the first year, he began hearing frustration from clients who just
wanted to talk. The advisor eventually realized the issue was not that the acquiring firm
was necessarily “bad.” It simply operated differently. The systems were designed for scale
and efficiency rather than highly personalized relationships.

Fee structures are another area where advisors often underestimate the long-term impact
of a sale.

Many independent advisors have longstanding pricing arrangements with friends, family
members, and community relationships. Some clients may receive discounted fees
because the advisor has known them for decades. Others may have unique arrangements
tied to long-term loyalty or difficult life situations. Large firms frequently standardize
pricing after acquisitions.

One advisor shared that several longtime clients became upset after learning their
discounted fee schedules would no longer continue under the new ownership structure.
The advisor understood why the acquiring firm wanted consistency, but the clients viewed
the changes personally. In smaller communities, these situations can have a lasting
impact.

Advisors should think carefully about how they want clients to feel five years after the
transition.

Will clients feel cared for? Will they still feel known? Will the advisor still feel proud
introducing people to the acquiring firm years later?

Money matters. Butreputation, relationships, and legacy matter too.



Performance Expectations

One of the most misunderstood parts of many transactions involves what happens after
the sale actually closes. Many advisors imagine the sale of their practice as the beginning
of retirement or a gradual reduction in responsibility. In reality, many transactions create
entirely new obligations that can dramatically change the advisor’s daily life.

Today’s larger transactions frequently include employment agreements, retention targets,
production requirements, and long-term transition obligations.

One advisor who sold externally admitted that he underestimated how difficult the
emotional transition would be from owner to employee. For decades, he had controlled his
own schedule. He attended his weekly golf league every Tuesday afternoon during the
summer and had done so for over 30 years.

Several months after the sale, he left the office 30 minutes early for golf and was formally
written up by management for leaving without approval.

To the firm, it was simply an attendance issue. To the advisor, it was the moment he
realized he no longer owned his own business.

Stories like this resonate with independent advisors because freedom and flexibility are
often some of the biggest reasons they entered the profession in the first place.

Many advisors spend years building practices specifically so they can:

¢ Control their schedules

e Prioritize family time

e Attend children’s events

¢ Take extended vacations

e Participate in community activities
¢ Workin ways that fit their lifestyle

After certain transactions, those freedoms can change substantially.

Many advisors focus heavily on valuation during negotiations while spending far too little
time discussing what their actual life will look like in the upcoming years.



Systems & Operational Changes

Technology and operational changes are another area where advisors often underestimate
the real impact of a transaction.

Before a deal closes, conversations usually focus on valuation, liquidity, and growth
opportunities. Operational integration tends to sound simple during presentations and due
diligence meetings. In practice, it can become one of the most disruptive parts of the
transition.

Most large consolidators, aggregators, and private equity-backed firms create efficiency
through standardization. That usually means advisors are expected to adopt the acquiring
firm’s preferred systems, workflows, reporting processes, and compliance procedures.

One advisor explained that the technology transition became far more stressful than
expected because clients suddenly had:

¢ New portals

e Newreports

¢ New statements

o Different service contacts

Even advisors who personally embraced the changes found that some longtime clients
struggled with the transition. Staff members often feel the operational pressure as well.

One advisor shared that after an acquisition, employees who had worked together for
years suddenly needed to learn entirely new CRM systems, reporting software, and
workflows in a short period of time. Productivity dropped significantly during the transition,
and several employees became frustrated.

After some acquisitions, that flexibility disappears. The goal of the acquiring firm is usually
consistency and scale.

Operational issues may not seem like major concerns during negotiations, but after the
excitement of the transaction fades, these day-to-day realities often become some of the
most important parts of the advisor’s experience.



Things to Consider Before Selling

Before pursuing any transaction, advisors should take a step back and evaluate broader
questions that extend far beyond valuation.

One of the most important questions is surprisingly simple: What do you actually want
retirement to look like?

Some advisors envision a clean break. Others want to gradually reduce hours over time.
Some want to continue mentoring younger advisors, while others want complete freedom
immediately after closing. The problem is that many advisors never fully define what they
want before entering negotiations.

Financialreadiness is another area advisors often underestimate. Many advisors assume
the sale of their practice will fully fund retirement. In reality, some discover they still have a
significant savings gap.

Many advisors spend decades helping clients prepare for retirement while delaying
difficult conversations about their own financial planning.

That is why advisors 10 or more years from retirement should begin focusing on
succession early. The advisors who create the best long-term outcomes are usually the
ones who spend years improving:

¢ Recurring revenue

¢ Multi-generational relationships
e Documentation

e Junior advisor development

e Staff continuity

Ultimately, advisors should ask themselves whether the buyer truly aligns with their values
and long-term goals.

e Would you feel comfortable introducing your family to this firm?
e Would you still feel proud of this decision five years from now?
e Doesthe transaction reflect the legacy you want to leave behind?

These are not emotional questions separate from the financial decision. They are part of
the financial decision.



Bottom Line

The M&A environment for advisory firms has changed dramatically. Large offers with
private equity capital are now common realities in the industry. Some of these transactions
make excellent sense. Others create outcomes advisors later regret.

The advisors who navigate these decisions best are usually the ones who:

e Prioritize long-term outcomes

e Align the transaction with personal goals
e Fully understand the tradeoffs

e Think beyond the headline number

At the end of the day, selling your practice is not simply a financial transaction.
Itis a decision about:

e Yourclients

e Your family

¢ Yourreputation

¢ Yourindependence
¢ Your lifestyle

e Yourlegacy

And the right decision is the one that allows you to feel good about both the economics
and the people impacted long after the transaction closes.



