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Joel Sinkin is a Senior Partner of Accounting Transition Advisors, LLC a firm that 
exclusively consults on Mergers & Acquisitions for Public Accounting Firms. Mr. Sinkin 
is an expert in practice evaluation, succession planning and transaction structure. He has 
personally overseen 750+ transaction closings of accounting firms since 1990. He has 
worked with firms of all sizes from sole proprietors to large regional firms. He consults 
on internal and external succession planning and provides complete transaction support 
including valuations, alternative deal structures, documentation, due diligence and 
transitional issues regarding partners, staff and clients. 
Accounting Transition Advisors is dedicated to working exclusively with accounting 
firms nationwide to: 
*  Develop and execute strategies to expand through mergers and acquisitions 
*  Identify objectives and create unique methods to facilitate retirement and other 
transition of owners 
*  Build business plans and owner agreements to facilitate and manage internal 
succession 
 
Joel teaches CPE courses and lectures for the AICPA, North Star Conferences, many 
State Societies of CPAs, the National Conference of CPA Practitioner's, the National 
Association of Certified Valuation Analysts (NACVA), the National Association of Tax 
Professionals, the NSA and many other professional organizations. Mr. Sinkin is 
frequently quoted in trade magazines and has had articles authored by him or about him 
published in The Journal of Accountancy, The CPA Journal, Insight, The Practicing 
CPA, The Practical Accountant, The Tax Pro Quarterly, CPA Wealth Provider, 
Accounting Today, The Sum News, The Diplomat, The Business Journal,  Inside Public 
Accounting, The New Jersey CPA, The Asset, Mergers And Acquisitions, The EA 
Journal, Best Practices in People Management (a Watson Wyatt publishing product). Joel 
co-authored BUYING AND MERGING CPA FIRMS published by PPC. 
 
Recently Mr. Sinkin fulfilled a personal goal to create a new type of consulting firm that 
brings a fresh approach to the succession and growth needs of accounting firms and their 
owners. In the fall of 2004, he joined forces with Terrence E. Putney, CPA to form 
Accounting Transition Advisors.     



 



Valuation & Deal Structure
of an Accounting Practice Sale

By Joel Sinkin

If there are 50 things you need to think about in a 
transaction…….

……the smartest of us will think of only 35



How Most Purchase Prices Get 
Structured

•Fixed purchase price
-Fixed as multiple
-Fixed based on past compensation

•Purchase price and employment

•Multiple billings

Methods to Structuring the 
Transition of a Practice

•Straight sale

•Buy into a buy out
-In this structure, the “buyer” buys in an interest into 
the firm with a defined time and terms for a buy out

-The buyer may or may not bring into this new
combined entity his or her own clients 



Methods to Structuring the 
Transition of a Practice

•Merger to buy out

•Carving or culling out
clients for a potential sale

•Two stage deals
-Sell equity but stay on

-Less exposure for seller than 2 & 3 above

The 5 Main Variables of Valuation 
of an Accounting Practice
The traditional method I employ

1. Cash up front, if any
-In an earn out deal, how quickly is the cash up front credited back?
-Also depends on the time of year the deal is effective versus cash flow
and the treatment of the accounts receivable.

2. Retention clause / guarantee
-Collection deals / earn out deals
-Fixed deals
-Limited guarantees
-Economy clause



The 5 Main Variables of Valuation 
of an Accounting Practice
The traditional method I employ

3. Profitability
-Seller’s current profitability billing rates
-Buyer’s anticipated profitability / billing rates
-Tax ramifications of deal structure

a.Good will vs. current deduction
b.The use of IRC code 736a and or consulting

4. Length of the Payout Period

The 5 Main Variables of Valuation 
of an Accounting Practice
The traditional method I employ

5. Multiple
-Cause vs. Effect (multiple=effect / balance=cause)
-Basic rule: lower down payment, longer payout period, higher
profitability and longer guarantees=higher multiple

-Differences in value between audit and tax work



Specific Practice Information
Billing information

- Accounts receivable / WIP
- Age analysis of cash flow
- Time and billing vs. Retainers
- Size of the billings in dollars  (larger practices = lower multiples)
- The great mystery of billing rates and what it means

Who does the work and where
- Percentage of clients who mail in or drop

off work versus those requiring visitation 
- Windshield time 
- Work done in field is done by

1. What level staff

2. Manual vs. computerized

Specific Practice Information

Post acquisition labor cost
- “Sellers” compensation  (F/T, P/T, how long)
- Staff
- Space (satellite office versus moving into your current space)
- Technology

Clients being acquired
- Their general financial health
- Growth opportunities 
- Duration they have been clients
-Types of services rendered and NOT rendered



Other Items to Consider
•Other assets coming along or required

-Furniture, fixtures and equipment
-Leases on above and location of
-Staff coming along or not

•Participation in future growth
-Fee increases from services provided in past
-Fee increases from new services
-Fee increases from referrals from existing clients
-New business incentive clause to develop completely new clients

•Deferments
-Very difficult to get paid premium on time and 

practice simultaneously

Other Items to Consider

•Services currently offered
-Can they be expanded

•Accounts receivable
-Who is handling
-Payout periods and other options

•Work in process
-Who completes and how dollars are treated



Internal Versus External Sales
Internal sales

•Almost always go for less

•Death, disability and penalty buyouts

•Remaining partners making more

•Non-multiple formulas are more
common but still the least often done

•Accounts receivable

•Work in process

•Capital accounts

•If there is no retention period, there
should be a notification

External sales
•More of a 
“business” deal and 
go for higher dollars

General Thoughts
Chemistry of the parties involves

Continuity retains clients

A good deal is a fair deal

Everything is a package, never 
look only at the individual variables

Staff is coming along



For more information

Please visit our website for resources including
free reports, whitepapers and case studies.

Joel Sinkin
Jsinkin@transitionadvisors.com

1-866-279-8550
www.TransitionAdvisors.com


