
Excerpt from



What It’s Worth: 
Accounting Firm Value

A BVR SPECIAL REPORT

1000 SW Broadway, Suite 1200, Portland, OR 97205 

503-291-7963 • www.bvresources.com

http://www.bvresources.com


Copyright © 2015 by Business Valuation Resources, LLC (BVR). All rights reserved. 
Printed in the United States of America.

No part of this publication may be reprinted, reproduced, stored in a retrieval system or transmitted in any form 
or by any means, electronic, mechanical, photocopying, recording, scanning or otherwise, except as permitted 
under Sections 107 or 108 of the 1976 United States Copyright Act, without either the prior written permission 
of the Publisher or authorization through payment of the appropriate per copy fee to the Publisher. Requests for 
permission should be addressed to the Permissions Department, Business Valuation Resources, LLC, 1000 SW 
Broadway St., Suite 1200, Portland, OR 97205; (503) 291-7963; fax (503) 291-7955; permissions@bvresources.com. 

Information contained in this book has been obtained by Business Valuation Resources from sources believed to 
be reliable. However, neither Business Valuation Resources nor its authors guarantee the accuracy or completeness 
of any information published herein and neither Business Valuation Resources nor its authors shall be responsible 
for any errors, omissions, or damages arising out of use of this information. This work is published with the 
understanding that Business Valuation Resources and its authors are supplying information but are not attempting 
to render business valuation or other professional services. If such services are required, the assistance of an 
appropriate professional should be sought.

Editor: Jan Davis

Publisher: Sarah Andersen

Managing Editor: Janice Prescott

Desktop Editor: Monique Nijhout-Rowe

Copy Editor: David Solomon

Chair and CEO: David Foster 

President: Lucretia Lyons

Vice President of Sales: Lexie Gross

Customer Service Manager: Retta Dodge

ISBN: 978-1-62150-058-2

Library of Congress Control Number: 2015953572

mailto:permissions@bvresources.com


www.bvresources.com 3

Table of Contents

INTRODUCTION  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5

SECTION I: VALUE DRIVERS AND VALUATION OF ACCOUNTING FIRMS . . . . . . . . . . . . . . . . . . . . . 6

1. UNIQUE FACTORS THAT DRIVE ACCOUNTING PRACTICE VALUE  . . . . . . . . . . . . . . . . . . . . . . . . 7

2. TOP 10 ISSUES TO CONSIDER WHEN VALUING AN ACCOUNTING FIRM  . . . . . . . . . . . . . . . . . 10

3. ‘TWO-LEGGED’ ASSETS DRIVE VALUE IN PROFESSIONAL SERVICES FIRMS . . . . . . . . . . . . . . 13

4. REVENUE COMPONENTS MULTIPLIER FOR AN ACCOUNTING PRACTICE:
A CASE STUDY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17
By Kevin Yeanoplos, CPA/ABV/CFF, ASA

5. DOCUMENT REQUEST CHECKLIST FOR VALUING AN ACCOUNTING PRACTICE . . . . . . . . . . . 20
By Robert F. Reilly , CPA, and Robert P. Schweihs

6. COMMON ERRORS IN VALUING PROFESSIONAL PRACTICES  . . . . . . . . . . . . . . . . . . . . . . . . . 23
By Kevin Yeanoplos, CPA/ABV/CFF, ASA

7. GOODWILL IN PROFESSIONAL PRACTICES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25

8. VALUING COVENANTS NOT TO COMPETE: AN 11-FACTOR CHECKLIST . . . . . . . . . . . . . . . . . . 42
By Gary Trugman, CPA/ABV, MCBA, ASA, MVS

SECTION II: SELLING AN ACCOUNTING PRACTICE AND SUCCESSION PLANNING . . . . . . . . . . . 46

9. HOW ARE ACCOUNTING PRACTICES SOLD? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47

10. SUCCESSION PLANNING BUILDS ACCOUNTING FIRM VALUE . . . . . . . . . . . . . . . . . . . . . . . . . 49

SECTION III: ACCOUNTING FIRM VALUE BENCHMARKING DATA . . . . . . . . . . . . . . . . . . . . . . . . . . 52

11. ACCOUNTING FIRM VALUATION MULTIPLES BASED ON PRATT’S STATS . . . . . . . . . . . . . . . . 53
By Adam Manson

12. PRICING AN ACCOUNTING PRACTICE—RULES OF THUMB . . . . . . . . . . . . . . . . . . . . . . . . . . . 59



What It’s Worth: Accounting Firm Value

www.bvresources.com4

SECTION IV: ACCOUNTING FIRM VALUE AND THE COURTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68

13. ACCOUNTING FIRM VALUATIONS IN THE COURTS: FOUR MINI-CASE STUDIES  . . . . . . . . . . 69

CASE DIGESTS  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72
In re Marriage of Hanscam  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 73
Hill v. Hill  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75
Scott v. Scott  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78
Showell v. Pusey . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80

APPENDIX  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82

SELECT BIBLIOGRAPHY OF INFORMATION SOURCES  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 83



www.bvresources.com 5

Introduction

Things are looking good for accountants. Revenue for accounting, tax preparation, bookkeeping, 
and payroll services in the U.S. increased by 9% in the first quarter of 2015 year-over-year. First 
Research forecasts industry revenue (in current dollars) will rise by an annual compounded rate 
of 6% during the period 2015 to 2019.1 Staffing services provider Robert Half recently reported that 
average starting salaries for accounting professionals will increase in 2016 between 4.0% and 5.3% 
from 2015, depending on the position.2 In addition to this good news, M&A activity continues at a 
frenzied pace  as large firms buy smaller firms and baby boomers continue to retire and sell their 
accounting firms. With a flurry of buy-sell activity, it is especially important for business owners 
and business appraisers to keep up-to-date on what drives value and the critical valuation con-
siderations for these types of professional practices.

Accounting firms can be challenging professional practices to value. In fact, a recent report by the 
AIPCA, CPA Horizons 2025: A Road Map for the Future, reports that, while CPAs have a bright future, 
the services they provide “have become so varied and diverse that the concept of core services is 
no longer representative of the profession.”3 This creates a plethora of unique valuation challenges 
and opportunities.

In this BVR special report, What It’s Worth: Accounting Firm Value, experts share their knowledge on 
accounting firm valuation specifically and professional practice valuation in general. In addition 
to valuation topics such as goodwill and covenants not to compete, the experts share their insights 
on value drivers and succession planning for owners of accounting firms. Their commentary will 
bring readers up-to-date on current trends, pressing issues, and key drivers of practice value. 

Jan Davis 
Senior Contributor 
Business Valuation Resources

1 First Research, Accounting Services. Aug. 10, 2015.
2 Ken Tysiac, “Rise in US accounting salaries accelerates,” Journal of Accountancy, Sept. 3, 2015. Available at http://bit.ly/1g5VJHb.
3 American Institute of CPAs. CPA Horizons 2025 Report. Available at http://bit.ly/1UEN1x2.

http://bit.ly/1g5VJHb
http://bit.ly/1UEN1x2
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1. Unique Factors That Drive Accounting
Practice Value

There are many pieces to the value equation for an accounting firm. Gary Holmes explains which 
factors have the greatest effect on firm value.1 Holmes, a business broker, is involved in the trans-
actions of one-, two-, or three-owner firms. Listed below are some of the value drivers Holmes 
discusses with clients when they want to buy or sell an accounting practice. 

• Gross revenue;
• Location;
• Profitability;
• Client mix;
• Terms;
• Size and age of practice; and
• Various other negative factors.

Gross. Accounting practices, for the most part, are sold on gross revenue, rather than net income 
and profitability. When Holmes bought his first practice about 35 years ago, he paid one times 
gross. Based on statistics of practices that his firm has handled, nearly all firms sell within a range 
of 0.90 of gross to 1.25 times gross. “But remember, it’s a guideline, not a rule,” he says.

Location. Practice location can have an impact on the potential number of buyers and therefore 
on the value. There isn’t a lot of difference in value by region. However, a firm in a metropolitan 
area will often sell for more than one located in a smaller city or town because small town firms 
often don’t draw a lot of buyers. Within metropolitan areas, there are naturally more buyers, which 
means you will probably get a better price and terms for the seller. It even makes a difference if 

1 Based on the BVR webinar Valuing Accounting Firms:  Unique Factors and Litigation Issues, held on April 30, 2015.

http://www.bvresources.com/publications
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