Statistics from the AICPA suggest
that 75 percent of current CPAs
will retire in the next 15 years.

Transitioning Leadership transitions present unique challenges

° for accounting firms. Partners often spend their
Managlng Partners careers focused on client service and technical
expertise rather than honing the leadership
and management skills needed to guide a
firm. Additionally, firms face the daunting task

The accounting industry has seen incredible of preparing the next generation of leaders,
growth and change over the past few decades, ensuring they have the skills, mindset, and vision
making the role of managing partner increasingly to lead effectively in an increasingly complex and
essential to a firm’'s success and continuity. As competitive environment.

we look to the future, a significant number of
mMmanaging partners will be reaching retirement
age, leading to an unprecedented wave of
leadership transitions within accounting firms.
The key question is whether firms are prepared to
navigate these transitions effectively.

This guide provides a strategic approach for
managing partner transitions, emphasizing the
importance of planning, leadership development,
and structured processes. By taking a proactive
approach, firms can ensure smooth transitions,
maintain continuity, and position themselves for
future success.
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The Challenges of
Leadership Transition

Transitioning managing partners
involves more than simply handing over
responsibilities. It requires preparing the
next generation of leaders to navigate
the complexities of today’s accounting
landscape. Unlike other industries,
accounting firms must balance the
transition with ongoing client service,
technical demands, and the unique
dynamics of partner relationships.

If partners haven’t been prepared for
leadership roles, how can we expect them
to step up when it matters most? Firms must
ask themselves if they're truly investing in
leadership development or just hoping
for the best.

THE CHALLENGES FACING FIRMS TODAY INCLUDE:

|| £e3 O

Leadership Internal Lack of
Skill Gaps Dynamics Formal Processes

Many partners have focused Managing partners must lead Many firms treat leadership
on client work throughout their individuals who may have equal transition as a one-time event

careers, leaving them without or greater tenure within the firm, rather than an ongoing process,
the necessary experience in firm which can create tensions and leaving them vulnerable to

management and leadership. challenges. disruptions and inefficiencies.

To address these challenges, firms need to develop a structured approach that includes
well-defined processes, leadership development, and a focus on long-term sustainability.
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Critical Elements of a Successful
Managing Partner Transition

1. Establish Strong Governance and Clarity
in Leadership Roles

Effective transitions start with solid governance. Firms
need well-defined governance documents that out-
line the responsibilities and authority of key leadership
positions, including the managing partner, executive
committee, and department heads. These documents
should clarify decision-making processes, allowing for
clear accountability and reducing potential conflicts.

Role Clarity: Clearly define the roles of the executive
committee, managing partner, and other key leaders.
This helps ensure that everyone understands their re-
sponsibilities and can focus on their areas of expertise.

Time Commitment: Acknowledge the time required for
leadership roles and recognize that partners often serve
dual roles, balancing client work with firm leadership.
Effective governance requires a realistic allocation of
time and resources to leadership responsibilities.

2.Implement a Comprehensive Managing
Partner Review Process

A successful transition requires continuous evaluation
and feedback. To ensure alignment with the firm’s stra-
tegic goals, establish an annual review process for the
managing partner, complemented by interim check-ins.

Key Performance Areas: Evaluate the managing part-
ner based on their ability to lead the firm rather than

on personal client service metrics. Focus areas should
include financial performance, client management, busi-
ness development, leadership development, personal
effectiveness, and overall leadership.

Proactive Feedback: Regular feedback allows the man-
aging partner to adjust and grow, ensuring they effec-
tively guide the firm and prepare it for future success.

3.Develop a Meaningful Partner
Evaluation Process

Partner evaluations are crucial for ensuring accountabil-
ity and fostering a culture of continuous improvement.
The criteria for evaluating partners should be similar to
those used for managing partners but focused on indi-
vidual contributions within their practice areas.
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ACCOUNTABILITY AND GROWTH:

The evaluation process should challenge
partners to grow by setting meaningful goals
that align with the firm’s success, consistent with
the “Partner Goal Setting in Accounting Firms”
framework for driving accountability and
growth across the firm.

O

Performance Metrics: Evaluate partners based on finan-
cial performance, client management, business devel-
opment, team development, personal effectiveness, and
leadership.

4.Align Compensation with
Leadership Goals

Compensation structures play a significant role in
managing partner transitions. To ensure the managing
partner can focus on leading the firm, their compensa-
tion should be based on firm-wide performance rather
than individual client metrics.

Separate Compensation Criteria: Differentiate the com-
pensation system for the managing partner from that of
production partners. Compensation should be largely
discretionary, based on leadership performance, and
perceived as fair by the partner group.

Focus on Firm Success: Align compensation with the
firm’s overall success, ensuring that incentives support
long-term growth and sustainability rather than short-
term individual gains.

5.Invest in Leadership Development

Leadership transitions are smoother when future lead-
ers are well-prepared. Firms must invest in leadership
development programs that help partners move beyond
their client service roles and develop the skills needed
to lead the firm.

Continuous Learning: Encourage all partners to par-
ticipate in leadership training programs covering firm
management, people leadership, and business develop-
ment. ldentifying partners passionate about these areas
can help firms build a strong leadership pipeline.

Mentorship and Coaching: Establish mentorship pro-
grams to support emerging leaders. Outgoing manag-
ing partners can be crucial in mentoring their succes-
sors, providing guidance, and sharing their experiences.

Additionally, consider leveraging external leadership
coaches to provide specialized expertise and an objec-
tive perspective that complements internal mentorship.
External coaches can help future leaders refine their
skills, gain new insights, and navigate challenges with a
broader industry perspective.
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Creating a Process-Driven
Transition

Treating leadership transitions as a structured pro-
cess rather than a one-time event helps firms navigate
change more effectively. A well-planned transition pro-
cess should include:

Early Identification of Successors: Identify potential suc-
cessors early and provide them with the opportunities
and resources they need to develop leadership skills.

Think of early identification as building a succession
bench. Just like a sports team has future players ready
to step up, your firm needs leaders in the pipeline who
are equipped to take on key roles.

Structured Handover: Create a timeline for the transi-
tion, including plans for gradually shifting responsibil-
ities, joint client meetings, and formal introductions to
key stakeholders.

Ongoing Support: Even after the transition, provide
ongoing support to the new managing partner, including
coaching, feedback, and resources to help them succeed.
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Evaluating Transition Success

A successful leadership transition is one where the firm
thrives with minimal disruption. To evaluate the success
of a transition, consider the following questions:

Alignment with Strategic Goals: Is the new managing
partner effectively guiding the firm toward its strategic
objectives?

Feedback from Partners and Employees: Are partners
and employees confident in the new leadership? Is there
a sense of continuity and stability?

Client Impact: Has the transition been seamless from
the client’s perspective? Are client relationships being
maintained and strengthened?

Leadership transitions reflect your firm’s readiness for
the future. If you identify weaknesses, act now—delay-
ing only compounds the challenges.
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Conclusion

As 75% of today’s CPA workforce reaches retirement
age, accounting firms must develop and implement
strategic transition plans to ensure stability and
continuity.

Leadership transitions are inevitable, but they don’t
have to be disruptive. By implementing strong
governance, continuous evaluation, leadership
development, and a structured transition process,
accounting firms can ensure that their managing
partner transitions are successful and that their firms
remain well-positioned for future growth.

At Upstream Academy, we work with firms to develop
the processes and leadership skills necessary for
effective managing partner transitions. Our focus

on leadership development, structured succession
planning, and ongoing support helps firms navigate
change smoothly and build a foundation for long-term
success. By leveraging Upstream Academy’s expertise,
firms can confidently implement these practices,
ensuring smooth transitions and future growth.

The question isn’t whether your firm will face leadership
transitions but whether you’re prepared to turn them
into opportunities for growth. Are you ready to lead
your firm confidently into the future?

CONTACT US today to learn how we can help guide
your firm through successful leadership transitions.

Managing Director

About Upstream Academy
/‘/ 7 Built on real-world experience and thought leadership, Upstream
((//AJPSTREAM Academy equips accounting firms with innovative solutions
N —

/A CADEMY for higher performance. We position firms and professionals to
navigate the challenges of the future successfully.
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