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Selling Your
Accounting Practice?
Avoid the Costly Mistake of
Choosing the Wrong Buyer
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By Harry L. Olson, CPA

he largest transfer of firm ownership in the history of the
accounting profession is now underway. Owners of CPA
practices are retiring in record numbers. Regrettably, many
of these Baby Boomers have no internal succession plan in place.
Often, the best alternative to an internal succession plan is finding a
buyer for the practice. Choosing the wrong buyer can be extremely costly
– both in terms of client loss and lower firm value. However, some CPAs
have misconceptions about the type of buyer to choose. Others have no
idea what to look for in a buyer.
The following buyer selection criteria is helpful to consider when selling your accounting practice to an outside buyer. Failure to heed the following selection criteria can result in professional embarrassment and
significant financial loss to the seller. Alternatively, a seller who is mindful of these issues will be better prepared to minimize client attrition and
maximize the transformation of accounting practice value into dollars
ultimately appearing in the seller’s bank account.

Desired Deal Structure and Due Diligence
Sellers often do not achieve the purchase price and terms they desired
because the wrong buyers were at the table from the beginning of the
process. It is common for a seller to call a couple of respected local competitors to see if they would like to purchase the firm. Assuming these
competitors respond favorably to the inquiry, the seller often has no idea
what some buyers are willing to pay until near the end of the process …
after the buyer’s due diligence is complete.
Allowing the buyer to perform due diligence prior to an offer is completely backwards and subjects the seller to potential problems. Many
buyers who utilize this approach impose significant delays in making an
offer over many months until just before the seller’s busy season. Too late,
the seller finds that the buyer is willing to offer nothing more than a low
priced deal with a zero-cash-down “earnout” that is 100 percent contingent on collections from the clients of the firm being sold. Due to the
timing of the buyer making the offer late in the year, such a seller often
has two choices – accept the atrocious deal that has been offered or go
through another busy season and attempt to sell the firm again next year.
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When it comes to ensuring a favorable deal structure, a better process to determine which buyers should be at the table from a negotiating
standpoint is as follows. First, multiple buyers should be identified – not
just one or two. Multiple buyers provide a seller with crucial negotiating leverage throughout the process. This is one significant advantage of
inserting a CPA practice broker into the process. In fact, most sellers do
not have sufficient time to manage the CPA practice while concurrently
performing an adequate and confidential promotion of the firm to find
enough buyers to enable negotiating leverage.
Next, each buyer should be provided comprehensive disclosure related to the firm only after first signing a confidentiality agreement.
If the information provided to potential buyers is comprehensive
enough, each buyer will have adequate information to determine what
they will be willing to pay for the practice, as well as the terms they are
willing to offer.
The seller should conduct meetings only with the best candidates.
Any candidate who verbally indicates that the deal would likely include
a low cash payment and large contingency should be eliminated immediately. All buyers who are unwilling to issue a letter of intent prior to
performing due diligence should also be removed from the process. The
letter of intent should state the buyer’s price and terms with three contingencies: due diligence, financing and the final definitive agreement.
Assuming that letters of intent are received from more than one qualified buyer willing to pay the seller’s price and meet the seller’s terms, the
seller will be in the ultimate position of negotiating a superior deal for
the sale of the firm.

Professional Qualifications
Selling a practice to a buyer who is not professionally qualified is a
recipe for disaster. Optimally, the buyer of a CPA practice should have
significant experience in the type of work the seller performs. The purchaser should possess the professional gravitas to elicit the immediate
respect of the clients and to rise to the challenge of all technical aspects
of the CPA firm being sold. This is true whether the buyer is a firm or
an individual CPA.
Today’sCPA

Pl
eas
es
eenex
tpag
ef
ori
mpor
t
antaddionali
nf
or
ma on.

The following extremely important information is highly relevant to any seller who wishes to obtain maximum value for
their accounting practice sale and was not part of the original JOA article.
Receive the Free Report: “12 Fatal Errors You Must Avoid
When You Sell Your CPA Firm”
Click Now: https://accountingbroker.com/freereport/
Learn more expert M&A tips in published articles written by
the founder of Accounting Broker Acquisition Group to help
sellers achieve maximum value:
Click Now: https://accountingbroker.com/articles
Call or email now for free consultation to see what Maximum
Value could mean to the sale of your practice:
(800) 419-1223 Ext. 101
maximizevalue@accountingbroker.com

