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The Strategic Landscape and
the Human Capital Crisis

Advisor headcount growth has stagnated, even as the

workforce ages rapidly. Roughly 37% of advisors

controlling 41% of industry assets plan to retire within

a decade. This “talent cliff” has created a hyper-
competitive recruiting environment, shifting leverage

to advisors and fundamentally altering compensation

economics.

Wirehouse vs. Independence

Wirehouses now deploy massive upfront deals to
retain top talent, often 300—400% of trailing
revenue, amortized over several years. Independent
firms counter with higher ongoing payouts and
equity opportunities, allowing advisors to build
enterprise value through long-term ownership.

The Double Dip Strategy

Some senior advisors execute a “move once,
monetize twice” approach: accepting upfront
compensation from a new firm, then executing
succession or equity plans later, maximizing career
earnings while layering on retention mechanics.
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Why Real-Time Reporting Matters

Delayed or opaque payouts force advisors to audit
earnings manually, creating parallel tracking,
operational friction, and repeated disputes. Real-
time reporting restores trust, reduces escalations,
and aligns day-to-day behavior with strategic
objectives.

Parallel Payout Tracking and
Operational Friction

Shadow accounting consumes advisor time,
increases operational cost-to-serve, and erodes
culture. Escalations pull managers into reactive
work, while errors ripple through revenue,
compliance, and retention.

From Sales to Stewardship

The shift from volume-based incentives to fiduciary

stewardship requires plans that reward asset

preservation, holistic planning, and deepening client

relationships. Properly aligned compensation
nudges advisors toward long-term value creation,
not short-term sales.
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Advisor Compensation:
Architecture & Design

Modern compensation is layered: base pay, variable incentives, long-term deferred
plans, and behavioral modifiers. Grid mechanics, hurdles, and decelerators influence
advisor behavior and profitability, while team and ensemble models promote
continuity and service quality.

Deferred compensation, phantom equity, and long-term incentive plans align
advisor payouts with firm performance. Carefully designed vesting schedules
create retention while preserving fairness, linking advisors’ outcomes to enterprise
value rather than just immediate production.

e Team-based structures divide revenue using joint splits and pools, requiring
robust systems to track contributions accurately.

e Long-term incentives retain top talent through deferred payouts, phantom
equity, or vesting tied to firm performance.

e Forgivable loans and transition deals serve as retention mechanisms, with
clear amortization and operational tracking to avoid disputes.

Advisor compensation is a cross-functional challenge across
Distribution, Finance, Legal, and Operations. Without clear
ownership and coordinated processes, disputes persist,
eroding trust, raising operational burden, and impacting

financial performance and long-term health. ‘
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Operational Governance: Ensuring
Accuracy and Compliance

The complexity of modern compensation requires a structured control framework. Applying COSO
principles ensures reliability, mitigates operational risk, and creates auditability for both internal and
regulatory review.

- A strong control environment sets the tone from the top, staffing
- compensation with qualified professionals and documenting policy
formally for Board or Executive approval.

Dynamic risk assessments identify potential fraud,
Je— complexity, and data risks inherent in hybrid
compensation models.

reconciliations, and threshold reviews, reduce human error and

%5) Control activities, including segregation of duties, automated
prevent financial loss.

Transparent information and communication provide advisors with
real-time dashboards and clear change management, building
trust and reducing disputes.

°@ Monitoring activities, including sample testing and periodic audits,
N/ validate accuracy and enforce accountability, ensuring consistent,

compliant execution.
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The Architecture of Alignment:
Modern Advisor Compensation

Wealth management firms face an unprecedented talent challenge. With advisors retiring, moving firms,
or seeking greater autonomy, compensation has become the primary lever for retention, recruitment, and
engagement. In this environment, pay is no longer a back-office calculation—it is a trust system shaping

behavior, satisfaction, and long-term loyalty.

Yet many firms still rely on delayed or opaque reporting. Advisors often reconcile earnings weeks after
payout, leading to disputes, shadow accounting, and eroded trust. For executives—from CFOs to COOs—
compensation is a strategic system spanning deal economics, operational governance, and advisor

experience.

Compensation as a Strategic
Imperative

Firms that make compensation predictable, timely,
and explainable gain a powerful advantage. Advisors
can reconcile earnings in-cycle, leadership can
manage risk and cost with confidence, and the firm
strengthens its ability to attract and retain top talent.
This is the foundation of the modern advisor value
proposition.

Predictable compensation directly impacts advisor
behavior. When advisors understand how their efforts
translate into earnings, they make proactive decisions
that align with firm strategy rather than relying on
guesswork or parallel tracking.

Explainable and timely reporting also protects the
firm. Operational friction, disputes, and errors are
minimized, freeing management to focus on growth

initiatives instead of reacting to avoidable escalations.
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Behavioral Incentives: Aligning
Advisors to Stewardship

Beyond mechanics, incentives must drive the right
behaviors. Advisors are increasingly rewarded for
planning, asset retention, and qualitative contributions,
not just production. Holistic incentive structures guide
advisors toward long-term value creation.

e Planning fees are increasingly separated from
AUM, with higher payouts to encourage
comprehensive client engagement.

e Advisors are incentivized to deepen share-of-
wallet with existing clients, promoting retention
and organic growth.

e Non-financial metrics, including Net Promoter
Scores, compliance gates, and malus provisions,
adjust payouts based on behavior and adherence
to standards.
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Technology as the Enabler

Sophisticated compensation structures fail without purpose-built technology. Spreadsheets
and manual processes create disputes, exceptions, and shadow accounting that erode trust
and operational efficiency.

ICM platforms provide a “golden source” of truth, automating calculations, tracking complex
splits, and delivering real-time dashboards to advisors. Scenario modeling allows firms to
simulate grid changes before implementation, balancing profitability and satisfaction.

Regulatory expectations, including SEC Reg BI, FINRA priorities, and global guidelines,
require conflict-neutral design, transparent reporting, and auditable processes. Technology
supports compliance by embedding controls and evidence trails directly into workflows.

PureFacts unifies calculation, billing, compensation, and analytics into a single platform.
With automated incentive calculations and advisor transparency dashboards, it reduces
disputes, strengthens trust, and operationalizes the Architecture of Alignment from concept
into practice.

Firms ready to turn complex compensation into a strategic advantage can rely on PureFacts.
The platform ensures accurate, timely, and auditable payouts, aligns advisor behavior with
enterprise value, and transforms operational governance into a competitive differentiator.
Let's build a better way to reward, retain, and grow together.

Let’s build a better way
to capture and grow
revenue together.
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