Preparing Yourself &Your
Practice for Acquisition
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Module Overview

» Understanding Today's M&A Landscape

» Gaining Clarity on Your “"WHY" and “WHAT”

» Determining if your Practice is “Acquisition-Ready”
» Developing Your Acquisition Strategy

» Deal Structure & Financing Considerations
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Understanding Today’s M&A Landscape
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M&A Landscape - Facts, Challenges, Opportunities

Facts ______________|Challenges Opportunities

* 43% of the U.S. advisor « Talent gap: low number of + Follow demographic shifts
population is over 55 years old* new advisors entering + Technology adoption
* 100,000 advisors control $10 industry + Train and position next Gen
trillion client assets aging out of New advisor failure rate talent
business in next 10 years*™* 1 . :
' Y Under-capitalized G2 and G3 -+ Build practice team and

« 45% are aiming for an internal

ownership transition/sale to an advisors _ infrastructure
employee or family member** « Cost of capital « Understand key components
« 30% are hoping for an external of acquiring

transition, which would involve
selling the business**

« 25% of the advisors heading
toward retirement with no
concrete plan**

*Deloitte: 10 Disruptive Trends in Wealth Management
**Cerulli Associates, 2023 Advisor Survey
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Strategic Growth for your Practice

Organic Growth
Strategy

Mergers and
Acquisitions Strategy

Strategic Alliances
Strategy
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Reasons for Employing an M&A Strategy

I I

Financial Scale
+ Additional AUM » (Geographic
* Higher Operating Margin » Technology
» Revenue Growth » Operations

For Financial Planning Professionals. Not for use with the investing public.
Investment advice offered through Stratos Wealth Partners, a registered investment advisor.

e

Products and Services

« New Offer

* Close Product and/or
Services Gap

oo
DO
o

Talent

+ Financial Professional Talent
+ Executive Talent

+ Specialized Expertise

+ Expanded Equity Ownership

STRATOS



Getting Clear on Your “WHAT”

What is the

Financial financial benefit?
Benefit

Sweet

Strategic Spot

What is the Benetit

strategic benefit? Feasibility What is the
feasibility?
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Are you Acquisition Ready?

Don’t build your empire
on a shaky foundation.....
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Key Pillars of a Top-Performing Practice

STRATEGY & PLANNING
Goals and Objectives
Strategic Planning

Key Performance Indicators (KPIs)

Client Managemeant

Systemns & Process

Time Allocation

CLIENT EXPERIEMNCE

Client Information

BERANDING & MARKETING
Branding
Client Events

Strategic Partners

Client Service

Ideal Clients

CLIENT SUCCESS
Prospective & MNew Client Process
Client Communication

Client Referrals

TEAM DYNAMICS
Review, Feadback & Compensation
Communication & Development

Team QOrganization
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Assess Your Current Business

i WORKSHOP EXERCISE #1:

e e Take 5 minutes to complete the
o e s Practice Assessment
Questionnaire
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Developing Your Acquisition Strategy

Consider Developing a Compelling Value Proposition That Sets
Your Firm Apart When Approaching Potential Sellers

Clients

Products & Services
Client Profile

Firm A Employees

Client Approach Firm Culture
Service Model Staff Expertise
Platform

Deliver a Powerful “Why Us”™
Value Proposition

Pitch Book

Firm Website
Brand & Reputation
PR

Social Media
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« How will | and my firm employees be involved in

the new firm? What role will | play?

« How will you help fuel longterm future growth?

 How will your service model and technology

platform help me become more productive and
better engage with clients?

« What are the economics of the deal, including

equity and compensation?

« Do our values and beliefs align, including

investment philosophy?

STRATOS



Alignment of Interests: Identifying Synergies

When Trying to Succeed in Today’'s Market, Think About Value
iIn Terms of Alignment of Interests

Seller Buyer
O "D
=

Liquidity and off-loading Growth and
operations quality client service
Close gaps in technaology and Specialized skills in a specific
operating platform qeographic market

Both buyers and sellers should incorporate the motivations of both parties into their story and negotiations.
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Developing Your Acquisition Strategy

Acquisition Target Profile

Worksheet

WORKSHOP EXERCISE #2

With your valu
generva] b € proposition created, the natural Progression is to further refin
er attributes to customize your target profile. A thoughtful target pre

your target profile. Below are
to efficiently execute your inorganic growth strategy

ofile lasers your focus enabling you

Attribute

AUM range to purchase

Take 5 minutes to complete the

Geography: national, regional, local

Acquisition Target Profile worksheet

Number of advisors

Employment structure: W2, 1099

Are Next-Gen staff (G2) required to be in place?
Number of staff

Number of households

Average client size

Target clients (i.e. client niche or AUM)

Client service model: financial planning? asset
management?

investment philosophy: active vs. passive
investment vehicles: managed platforms
professional designations: CFP, CFA, CPA, ChFC, etc.
seller’s transition: sell-and-go or sell-and-stay

Lifecycle stage: growth, stable, decline

seller’s years of experience

Other

STRATO>
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Developing a Successful Outreach and Infroduction Strategy

Network
Know Your Network

Market Network

Understand
Your Fit

Based on your
practice assessment

Social
Media

Leverage .
COl's Execution Industry

(Wholesalers) Strategy Lists

Proactive
Reach Out

Prospect for acq. the
way you prospect
for clients

Leverage

Be Prepared current

to tell
your ‘why’

platform
business
partners
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Valuation Methodologies

Determine the fair market value of the target business. Work with financial experts to
assess the valuation based on financial performance, assets, and market conditions.

Multiple of

Multiple of
Revenues VS

| EBITDA

*Understand channel implications — Wire, Bank, Independent
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Letter of Intent

STRATOS Key Components

WEALTH PARTNERS

» Offering price

2024

Advisor

123 Main Street « Anticipated close date

Anywhere, USA 1010111753

Dear Advisor,

This non-binding letter of intent ("LOI") describes the general business terms and deal structure which the ° Te rmS a n d paym e nt Stru Ctu re - payme nt ti m el i n e

ANYHWERE USA of MY FIRM is prepared to pursue in connection with the acquisition of 100% of the equity of the
wealth management business of YOUR FIRM based on a valuation of $1,000,000 on a debt-free basis (the
"Acquisition™). Stratos Wealth Partners (the "Company™) and YOU (the “Seller”) hereby agree to the following:

« Client / Asset retention targets

¢ The Parties agree and acknowledge that the purchase price is based on the full year 2023 Gross Revenue of
SXOOLXXX (the Revenue).

¢ The parties hereto agree and acknowledge that the Acquisition is targeted to close on or around April 1, 2024. [ “C | aWbaCk” P rOVi Sion S

The Parties hereto agree as follows:

a. Subject to the terms and provisions set forth in this letter of intent and the final transaction

documents executed by the Parties, affiliates of the Company shall pay Seller the sum of ° Due dlllgence ag reement

$1,400,000 as follows:

(M $500,000 at closing (the “Cash Payment”). The Cash Payment will be treated as 75% ..
capital gains and 25% ordinary income for tax purposes. ° Excl u SIVIty

(i) $250,000 per year for 2 years paid quarterly ($31,250) beginning at the end of the 5t
Quarter after the date of Closing (the “Deferred Payment”). The Deferred Payment will be
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Deal Structuring - Example

Agree-To Price Cliosts

$2,500,000

Post-Sale Payment
= $1,250,000

Down Payment
$1,250,000

« Due Diligence « Seller vs buyer risk Years 1 2 3 4 5
* Financial Statements e Current market: 50% )
- Client Info / Lists - Financing Options - Quarterly payments initiated . gah’mer:ts o
« Review contracts « Closing date . $78,125 (4-year) elierstays on, =1 or exits
» Legal docs / leases + Purchase agreement * Promissory note or bank- + Payments complete
« Employee Contracts + Non-solicit / Non-compete financed : iy « Seller continues, PT or exits

. Client communication . Seller ‘salary’ (1-2 years) ° f\II cllents_trarlsnmned (before 12 mos.)

. Practice t ii « Retain staff + “Revaluation” at 18 months to 2 years

re@ies UEineien « Strategize growth » Potential for clawback or enhanced
payments

« Decisions on staff / real estate
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Financial Considerations

What types of Capital What is the right
Options are available? consideration mix?

Traditional Debt / Bank Financing Stock vs Cash
Equity Capital / Equity Swap Optimal Timing of Payments
Revenue Parficipation / Earn Out Clawback

Seller Note Tax Implications

For Financial Planning Professionals. Not for use with the investing public. S I RA I OS

Investment advice offered through Stratos Wealth Partners, a registered investment advisor.



Questions?
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