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PLANNING FOR YOUR FIRM

Step 1: Why Start the Accounting Firm
Opportunities
Feasibility Stud

Market Analysis

-Market Trend Sales &

Marketing Business Growth

(Sustainability &

SWOT Analysis -Target Strategy Financial Projections
(Step 2) -Competitive & Costing Expansion Strategy
Advantage (Step 4)
(Step 3)



Executive Summary/Profile

Our Product and Services
Our Vision Statement
Our Mission Statement
Our Business Structure
Roles and Responsibilities

Internal Values and Services

Registration and licensing
Training and certification
Nature of clients you are going
to offer service to including:
Individual clients and/or
corporate clients.

Taking care of client business
Offering distinguished services
Commitment to sustainability
Accountability to the highest
standards

Legal and Compliance
matters
Differentiators




Practice Models and Networks
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Emas s
Models and Networks

Sole practitioner

Legal Structure:

An individual with no
separate legal entity;

A sole director company to
afford some degree of asset
protection;

A service entity that
employs some employees
and owns some operating
assets and that also permits
some profit-sharing to a
non-accounting person (for
example, a spouse, or key
personnel); -

A cost-sharing arrangement
with similar practitioner(s);
or Some combination of the
above

Partnership
« Partnership of equal:

v The extent of personal
liability assumed by each
partner

v' Asset protection

v The range of services
that can, or in some
cases must, be delivered
through limited liability
versus unlimited liability
structures.

* Unequal Partnership
v' Either the ownership,

workload, and/or profit
sharing arrangements.

Corporate structures
The Consolidator Model

Multidisciplinary Firms




Advantages and Disadvantages of various Structures

Single point of final decision-making
No profit-sharing

Flexibility to change the internal rules
quickly and adapt to market demands

The sense of direct involvement and
control appeals to many people.

Sole Practitioner

The principal might not have the range of skillS
or experience to run the entire firm

find it very difficult to keep abreast of
changes in legislation or accounting standards
due to the increasingly complex commercial
environment in which accountants work

Professional loneliness can reduce the quality
of work or possibly the personal satisfaction of
the practitioner

The principal might not have enough money to
fund the firm at a suitable level

The firm might spend too much of its fees on
fixed-cost items




Advantages and Disadvantages of various Structures

Cost-Sharing
Arrangement

« Each firm retains much of its own flexibility « Each firm might remain relatively small,
and independence only offering a narrow range of services

Sometimes firms who share costs in this Some time is required to manage the

way can also complement each other’s central ordering and payments and to
skills arrange the cost-sharing invoices for each

firm

Customers may lack confidence in “one
person shows” in this era of knowledge




wo (or more) heads are often better th%
one

Simplicity in contributions and profit
sharing

Sometimes firms who share costs in this
way can also complement each other’s
skills

The capacity for individuals to specialize in
specific services, thereby expanding the
scope to fully service a client’s needs; and

Access to funds from more than one
partner, to provide working capital to the
firm

Advantages and Disadvantages of various Structures

Partnership of Equals

As the number of partners grows, it
becomes harder to achieve the common
purpose that was present in the earliest
days

A wider range of interests and abilities
within the principal base, while a strength of
the model, can also be a weakness.

Decision-making can be slowed by the
need to have all partners consulted

All partners are generally bound by the
actions of a single principal

Legal liability for errors or malpractice can
be borne by all partners, depending on the
nature of the specific legal entity being used




Advantages and Disadvantages of various Structures

The Consolidator
Model

Joint decision-making by the partners is
often removed; :-

Central corporate management needs to be
strong enough, strategically focused, and
well communicated to deal with newly
acquired businesses that were previously
independent in thinking and decision-
making.

Often, restrictions are placed on partners of
the acquired firms to prevent them from
selling their shares for a period of time after
their firm is purchased;

The business will then need to make
sufficient profit to service the needs of the
senior practitioners and the shareholders;
The demands of the stock market, if listed,
can give an undue focus on quarterly
results and short-termism; and - The
ultimate value of a firm also depends on
behaviour of the stock market

Listed consolidators offer several
opportunities to the principal in a public
firm:

A way out for retirement purposes:
swapping a firm for either cash or shares;
Access to capital: this is especially
important to help fund the technology
costs faced by firms today;

Access to improved systems of
management;

Access to a larger pool of talented people
and specialist knowledge (for example,
precedents, training and industry specific
knowledge); and

A career path for high-quality personnel
and a financial incentive to participate in
the firm’s success through shares and/or
stock options.




A clear focus for each separate entity;
Separate legal liability for each entity;
Separate regulatory scope for each entity,
if applicable;

Each entity can develop in its own style;
There is no dispute as to who “owns” each
client relationship, since the accounting
owners are the common link in the entire
chain of service delivery;

Considerable opportunity exists to cross-
sell services from one entity to another
within the same group; and

Equity or other funding can come from a
wider group of non-accountants

Multidisciplinary Firms

Advantages and Disadvantages of various Structures

This structure does not necessarily ensure
that the best businesses are guaranteed
access to internal funds (that is, the equity
or cash flow from across the group), owing
to the different ownerships of each entity;
and -

There will be some additional management,
accounting and reporting required to
maintain the web of separate entities




Practice Models and Networks
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Performance satisfied over time = Revenue recognised over time

Legal Options

The range of options

available to you might

include:

 Sole trader;

=l * Partnerships: either

unlimited liability or, in
some countries, limited
liability partnerships;
A company or corporate
shell;
A trust; or
Some combination of the
above.




Technology and E-business
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How Technology is transforming the accounting industry:

Artificial Intelligence & Robotics -
Artificial intelligence and robotics

is automating complex and repetitive
tasks and processes, with extreme
accuracy, reducing operating costs
and increasing efficiency

* Innovations in Tax Software - The
tax software of today has
helped improve accuracy while
reducing margins of error -
something businesses want to
embrace in order to avoid tax
penalties and prevent issues with
stake holders. Better tax software
also helps streamline audits by
making them more efficient and
effective.

Mobile Accounting

Accountants are increasingly
dependent on their mobile devices to
accesses data. Mobile connectivity also
bridges accountants and their clients.

Social Media

Social media has become an essential
tool for firms wanting to engage with
their current and potential clients
while expanding their brand reach.



https://en.wikipedia.org/wiki/Cloud_computing
https://en.wikipedia.org/wiki/Cloud_computing

Any Questions?




