
 

 

 
Chapter 8 Closing, Selling, or Acquiring a Law Practice 

 

 
 

By Thomas Joseph and Theodore Mann Jr. 

 
I. OVERVIEW: 

The acquisition, sale, or closing of a law practice is a multi-faceted process. Guidelines 

must be considered that relate to any business transaction. The additional compliance 

requirements are the legal-professional components creating responsibility and liability 

issues which should not be ignored by the parties to the transaction. This is a three way 

process with seller, buyer, and client interests. The sale of a law practice should be 

viewed like the sale of any professional practice, with the important caveat of the need 

for protection of client confidences and respect for the attorney-client relationship. 

 
II. RULES AND ETHICS OPINIONS: 

 
A. Applicable Pennsylvania Rules of Professional Conduct: 

 
1. Rule 1.17, Sale of Law Practice 

 
2. Rule 1.0(e),  Definition of "informed consent" 

 
3. Rule 1.1, Competence of lawyer in representation 

 
4. Rule 1.6, Confidentiality of Information 

 
5. Rule 1.7, Conflict of Interest and Current Clients 

 
6. Rule 1.8(h), Conflict of Interest and No Limitation of Liability to Client 

 
7. Rule 1.9, Duties to former clients 

 
8. Rule 1.16, Declining or Terminating Representation 

 
B. Ethics Opinions: 

 
1. Pennsylvania Bar Association Informal Opinion Nos. 1994-110, 2000- 

06, and 2003-112 

 
2. Philadelphia Bar Association Opinion Nos. 96-1, 98-7, and 2003-9 

 
III. PRELIMINARY CONSIDERATIONS: 

 
A. Know the scope of the transaction - buy, sell, transfer, or close. 



 

 

B. Determine post-transaction compatibility issues of the surviving entity and 

reverse engineer to ensure Professional Conduct compliance before deal closing 

and asset transfer. 

 
C. Valuation and self-analysis is needed by both sides. 

 
D. Final judgment on the transaction will be rendered not on the business metric 

but with a view of client safeguards and professional responsibility. 

 
E. Rules of Professional Conduct mandate the purchase transaction must include 

the entire practice except for carve-outs due to conflicts of interest. 

 
IV. PRACTICE DISPOSITION TRIGGERS (INVOLUNTARY AND 

VOLUNTARY): 

 
A. Involuntary reasons include attorney’s death and estate administration, 

attorney being unable to continue practice for variety of reasons of disbarment or 

discipline, disability, and extended absence like military service. 

 
B. Voluntary reasons include retirement, lateral job opportunity, merger of 

practice, and election to political office. 

 
V. PARTIES THAT MAY BE INVOLVED IN THE SALE PROCESS: 

A. Buyer entity, its owners, and its legal advisors 

B. Seller entity, its owners, and its legal advisors 

C. Accountants for buying and selling operations 

D. Outside valuation sources and experts 

E. Office staff to maintain operations and retain key employees 

 
F. Bankers and financing entities 

 
G. Landlord 

 
H. Equipment leaseholders 

 
I. Insurance providers 

 
J. Clients, clients, clients 



 

K. Outside oversight when transaction is involuntary (Probate Court, Disciplinary 

Counsel) 

 
L. Government agencies (workers’ compensation, unemployment, wage 

withholding, etc.) 

 
M. Work-in process notices 

 
VI. PROFESSIONAL RESPONSIBILITY ISSUES AND RULE 1.17 

COMPLIANCE: 

 
A. The seller must cease to engage in the private practice of law in Pennsylvania. 

(Rule 1.17(a)). 

 
B. The seller must sell the practice as an entirety to an individual lawyer or a 

single law firm. (Rule 1.17(b)). 

 
C. Actual written notice is given to each of the seller’s clients, which notice must 

include at a minimum: 

 
1. Notice of the proposed transfer of the client’s representation, including 

the identity and address of the purchasing lawyer; 

 
2. A statement that the client has the right to representation by the 

purchasing lawyer under the preexisting fee arrangements; 

 
3. A statement that the client has the right to retain other counsel or to take 

possession of the file; and 

 
4. A statement that the client’s consent to the transfer of the representation 

will be presumed if the client does not take any action or does not 

otherwise object within 60 days of receipt of the notice. (Rule 1.17(c)). 

 
See also Rule 1.17, Official Comment Nos. 5-6. 

 
D. The fees charged clients shall not be increased by reason of the sale (Rule 

1.17(d)). 

 
E. Existing agreements between the seller and the client concerning fees and the 

scope of work must be honored by the purchaser, unless the client gives informed 

consent confirmed in writing. (Rule 1.17(d)). 

 
F. The agreement of sale shall include a clear statement of the respective 

responsibilities of the parties to maintain and preserve the records and files of the 

seller’s practice, including client files. (Rule 1.17(e)). 



 

G. In the case of a sale by reason of disability, the selling lawyer must file the 

notice and request for transfer to voluntary inactive status, as of the date of the 

sale (unless a Rule 301 disciplinary proceeding has been commenced against the 

selling lawyer). (Rule 1.17(f)). 

 
H. The sale shall not be effective as to any client for whom the proposed sale 

would create a conflict of interest for the purchaser or who cannot be represented 

by the purchaser. (See Rule 1.17(g)). 

 
I. Admission to or withdrawal from a law partnership or professional association, 

retirement plan or similar arrangement or a sale limited to the tangible assets of a 

law practice is not a sale or purchase for purposes of Rule 1.17. (See Rule 

1.17(i)). 

 
J. Negotiations between seller and prospective purchaser prior to disclosure of 

information relating to a specific representation of an identifiable client no more 

violate the confidentiality provisions of Rule 1.6 than do preliminary discussions 

concerning the possible association of another lawyer or mergers between firms 

with respect to which client consent is not required. Providing the purchaser 

access to the client-specific information relating to the representation and to the 

file, however, requires client consent. The Rule provides that before such 

information can be disclosed by the seller to the purchaser the client must be 

given actual written notice of the contemplated sale and file transfer including the 

identity of the purchaser and any proposed change in the terms of future 

representation, and must be told that the decision to consent or make other 

arrangements must be made within 60 days. If actual notice is given, and the 

client makes no response within the 60 day period, client consent to the sale will 

be presumed (Rule 1.17, Official Comment No. 4) (This comment seems to 

recognize that while express written consent of a client is desirable, it may not 

always be practical or possible.) 

 
K. The sale may not be financed by increases in fees charged to the clients of the 

practice (Rule 1.17, Official Comment No. 9). 

 
L. Legal malpractice insurance transitions and coverage “tail” requirements. 

 
M. Identification of clients and work in progress with “look back” on open 

responsibilities. This is necessary if Rule 1.17 applies to the sale because the 

buyer will assume responsibility for all of the seller’s active files except for 

matters for clients to whom the buyer has a conflict pursuant to Rule 1.17(g). 

 
N. Stored files and archive retention, document destruction, or release to client 

 
VII. BUSINESS TRANSACTION ISSUES: 

 
A. Written letter of intent (optional) and purchase agreement (mandatory) 



 

 

B. Define what is being acquired or transferred and what is being retained by 

seller. 

 
C. Due diligence by both sides 

 
1. Buyer due diligence should include: 

 
a. Several years of filed tax returns 

 
b. Asset titles 

 
c. Debt agreements 

 
d. Equipment and office leases 

 
e. Business and payroll tax returns 

 
f. Malpractice policy, applications, and claim history 

g. Bar association grievance and fee dispute history 

h. All insurance coverage and loss or claim history 

i. Staff interviews 

 
2. Seller due diligence with focus on clients receiving successor legal 

service and buyer ability to complete sale process: 

 
a. Verification of buyer’s credentials 

 
b. Verification of buyer’s financial ability 

 
c. Buyer competence and ability to serve clients 

 
d. Acquisition of “tail” insurance coverage 

 
D. Identify all assets, liabilities, and ownership 

 
E. Contracts and leases as exist, service requirements, assignability, and 

termination 

 
F. Labor and employment issues as to agreements and statutes (FMLA, ERISA, 

etc.) 



 

G. Electronic issues—computers, passwords, website, e-mail, data back-ups, 

procedures to transfer or erase data, system compatibility 

 
H. Offsite assets and records 

 
VIII. LAW PRACTICE VALUATION: 

 
A. General rule of willing buyer and willing seller is applicable. 

 
B. No mandatory price or valuation so long as “arms length” transaction exists. 

 
C. Similar or comparable sales as reference points on pricing and terms can be 

difficult to identify with each law practice having unique issues; comparable sales 

may have confidentiality restrictions. 

 
D. The hard assets of equipment, contracts, etc. are easy valuations. 

 
E. The core asset is seller attorney’s “goodwill” that generates clients and 

revenue. 

 
F. Business of client mix and reliable future earnings stream expectations are 

primary valuation components. 

 
G. Purchase price as multiplier of business revenue is universal rule for any 

business but lower number for law business due to uncertainty of future client 

revenue base. 

 
H. Review average earnings of prior time period of 3–5 years for earning history. 

 
I. The multiplier range is generally 0.5 – 1.5 times annual earnings as adjusted. 

Positive factors are (a) stable core clients, (b) seller assist in succession, and (c) 

selling firm profitable. Negative factors are (a) over-reliance on seller 

leadership/rainmaking, and (b) selling business tied to negative 

economy/declining market 

 
J. Valuation elements are a combination of (a) net tangible assets (balance sheet 

items at FMV, collectible fees less costs) plus (b) goodwill. 

 
K. Price adjustment factors should include post-close participation by selling 

attorney to keep client base loyal to new business, condition of equipment, and 

hard assets to compliment acquiring operation, net income. 

 
L. Staff skills and key employee retention with no-compete issues may be value 

factors due to client contact with staff. 

 
IX. PURCHASE CONTRACT ELEMENTS: 



 

 

A. General contract requirements 

 
B. Price and consideration definitions 

 
C. List of all client accounts and status of any written fee agreement or fee and 

billing terms 

 
D. Assets to be transferred or retained 

 
E. Obligations and liabilities to be assumed or retained 

 
F. Lease identification and assignability with lessor- third party information 

 
G. Identification of accounts, deposits, and pre-paid expenses 

 
H. Income defined and factors for potential price adjustment in post-close period 

 
I. Purchase price payment terms and conditions 

 
J. Performance guarantees as basis for price adjustment after closing 

 
K. Representations and warranties as to assets, liabilities, and business conditions 

 
L. Identification of accounts receivable and accounts payable with charge backs 

for collectability problems and “surprises” 

 
M. Agreed client communications, notices, and public announcements 

 
N. Insurance coverage, continuity, transfer and unearned premium ownership for 

all risks 

 
O. Tax reporting and payments 

 
P. Potential claims and reserves or procedures for resolution 

 
Q. Dispute resolution process for any transaction and post-close issues 

 
R. Consents required, if any, from interested parties 

 
S. Items referenced in Rule 1.17(d) 

 
X. BUYER ISSUES: 

 
A. Verify business absorption and coverage issues with surviving current 

professional insurance coverage. 



 

 

B. Buyer may need to revise or create new business structure for post-close 

operation. 

 
XI. SELLER ISSUES: 

 
A. Review post-sale personal and professional plans and plan for it (license 

surrender or inactive status). 

 
B. Relocation to another jurisdiction where prior status of Pennsylvania license 

and its disposition may be an issue. 

 
XII. CLOSING A LAW PRACTICE: 

 
A. Business structures will dictate certain procedures under Pennsylvania law for 

winding down 

 
B. Government agency filings (last wage report, etc.) 

 
C. Secretary of State business filing form with notice disclosures 

 
D. Internal operations and contract terminations 

 
E. Professional insurance “tail” coverage 

 
F. Law license status change and Supreme Court filing 

 
G. Communication to clients 

 
H. Release of client records and archives 

 
I. Records retention for general business requirements 

 
XIII. CONCLUSIONS: 

 
A. Law practice acquisition is a method to increase practice size or enter an area 

of practice on an accelerated time frame beyond normal business development 

and marketing techniques. 

 
B. The sale of a law practice under the Professional Rules allows a more 

professional structure to secure value from an existing practice, without complex 

gyrations used in the past to transfer a practice between unstructured entities. 



 

SUBSEQUENT APPOINTMENT CONFIRMATION 

 
(on letterhead) 

 
Date 

 
Dear Mr./Ms.   , 

 
This will confirm your appointment to meet with me in our office on 

 

  at    o’clock.  The purpose of our meeting will be 
 
  .  Please bring    with you when 

you come. 

 
I look forward to meeting you again.  If you have any questions before we meet, 

please feel free to call. 

 
Very truly yours, 



 

 
 
 

 

Date 
COURT APPEARANCE OR HEARING LETTER 

Re: Case Name & Number 

Dear Mr./Ms.   , 
 
You case has been set for a jury trial on 

county courthouse, located at 

. Your case is before Judge 

at o’clock in the 

in 

in Courtroom 

. 
 
You will find it most convenient to park 

’s Courtroom is located on the 

 

 

floor.  I will meet you 

. Judge 

at o’clock the day of the trial. 
 
You must be present for this.  If you have any questions, please feel free to call. 

Very truly yours, 



 

 

AUTHORIZATION FOR TRANSFER OF CLIENT FILE(S) 
 

 
 
 

I have elected to have [DEPARTING ATTORNEY] continue as my attorney of record for 

the matters: 
 
 
 
 

 
I hereby authorize the law office of [FORMER FIRM] to deliver a copy of my file(s) to 

[DEPARTING ATTORNEY] at the following address: 
 
 
 
 
 
 
 
 

Client Date 



 

 

CHECKLIST FOR DEPARTING ATTORNEYS 

 
1. Identify clients to notify about your departure. 

 
2. Determine the status of your caseload. 

 
3. Decide what approach to take with your firm regarding files and clients. 

 
4. Draft a letter to your clients informing them of your departure and their option to stay 

with you as their attorney. 

 
5. Draft authorization for transfer of client file to be enclosed with notification letter 

to clients. [See Authorization to Transfer File to Departing Attorney] 

 
6. Meet with your firm; finalize your client notification letter. 

 
7. Mail notification letters to clients. 

 
8. File substitutions or withdraw as attorney of record* on cases you will not be taking with 

you to your new position. (This includes state and federal agencies as well as state and 

federal court systems.) 

 
9. Prepare a memo to the appropriate partner(s) regarding status of files you are leaving 

behind. Include information about upcoming deadlines. 

 
10. Make arrangements with your former firm to forward mail and redirect incoming calls. 

 
11. Make arrangements with your former firm to set up an automated e-mail reply and filter 

to process your incoming messages. 

 
12. Discuss who will retain or store your closed files. 

 
13. Arrange to take conflict information with you to your new position. 

 
14. Determine whether you will need to reimburse your firm in whole or in part for any 

professional liability coverage paid by the firm. If your firm has excess coverage, check 

with your excess carrier. 

 
15. Determine whether you will need to reimburse your firm in whole or in part for 

any bar association dues paid by the firm. 

 
16. Submit a change of address card to the post office. 

 
17. Prepare a change of address notice for opposing counsel, courts, vendors, etc. 

 
18. If required by your bar association, submit a change of address form. 



 

 

19. Prepare and mail out announcement cards about your new position (to your state bar 

association, local bar association, law school alumni newsletter, former clients, friends, 

colleagues, etc.) 

 
20. Review the client list at your new office to screen for potential conflicts. 

 
21. Sign new fee agreements with the clients you brought over from your old firm. 

 
22. Arrange for transfer of trust funds from your old firm. The trust account check from 

your former firm should be accompanied by an itemization of funds being transferred, as 

well as copies of the most recent billing statements sent to the clients. 

 
* Review applicable disciplinary rules and rules of procedure. 



 

DEPOSITION INSTRUCTIONS 

 
(Note: Some of the advice provided below is applicable primarily in personal injury cases. 

Practitioners will wish to tailor these instructions to suit particular cases.) 

 
Under the law, the other lawyer has a right to take your “discovery deposition.” This means that 

you will be put under oath and the lawyer will ask you questions relating to this case. The 

lawyer’s questions and your answers will be taken down by a court reporter. One of your 

lawyers will be present at all times. 

 
There will be no judge or jury present. However, after the deposition is over, the court reporter 

may type out all the questions and answers, and both your lawyer and the other lawyer will 

receive copies. The original may be filed in court. 

 
If your case goes to trial, your deposition may be used in court, particularly in cross-examination 

of you by the other lawyer should your testimony at trial be different than your testimony at the 

time of the deposition. The lawyer will want to indicate that you told two different stories. For 

this reason it is extremely important that you have everything in mind concerning the cause and 

nature of your injuries, and the facts of the case at the time of the deposition. It would be helpful 

if you try to refresh your recollection before you have your deposition taken. 

 
The other lawyer at the deposition can ask you questions that may seem as if they are none of 

his/her business and that actually would not be admissible in court. However, the courts allow 

“discovery” in these depositions, and the lawyer may ask you for “hearsay” and other things that 

will enable him/her to make further investigation of the case. 

 
For this reason, do not be surprised if we do not object to questions that seem to you to be out of 

line. If the other lawyer questions you on any subject that is not proper, we will object to the 

question. If we object to the question and instruct you not to answer it, then you should REFUSE 

TO ANSWER THE QUESTION. Please answer all other questions. Sometimes we will object 

for the record, but may still permit you to answer. The only time you should not answer the 

question is when we instruct you not to answer. 

 
REASONS FOR TAKING THIS DEPOSITION 

 
The deposition will assist the opposition in evaluating your case for settlement purposes. This is 

often the first and only opportunity for the other lawyer to see you before the case comes to trial. 

Therefore, you should be clean and neatly dressed, and courteous and respectful to the other 

lawyer and all others in the room. Be prepared to exhibit any injuries that might be visible, so 

wear the right clothes. Discuss what to wear with us if you have any questions. 

 
You should answer all questions in an honest and straightforward manner. 



 

HOW TO CONDUCT YOURSELF IN THE DEPOSITION 

 
We know that you would not deliberately lie, but it is important that you do not testify to 

something that is inaccurate or exaggerated. For this reason, listen to each question carefully and 

be sure that you understand it before answering. If you do not understand it, ask the other lawyer 

to rephrase it so you do understand the question, then answer it honestly and in a straightforward 

manner. If you do not know the answer, do not be afraid to say that you don't know or don't 

recall. No one can remember every small detail. However, you will remember the important 

things and should give an honest and full answer to questions on these points. 

 
The other lawyer will probably be friendly and will not bully you in any manner. His/her theory 

will probably be that the more he/she can get you to say, the more likely you are to put your 

“foot in your mouth.” Therefore: 

 
ο  Understand the question. You don't have to hurry to answer. 

ο  Answer that question truthfully. 

ο  STOP! 

 
Do not volunteer anything. Give a full and complete answer to the question asked, but do not 

anticipate any other question or attempt to answer it. If the other attorney overlooks any relevant 

or important questions, that is his/her worry, not yours. 

 
If the other lawyer should be rough in any manner, do not lose your temper. We will be there 

with you and be certain he/she acts properly. 

 
Speak loudly and clearly enough that everyone can hear and understand you. You must answer 

out loud, saying "yes" or "no," as a nod of your head cannot be recorded by the court reporter 

transcribing your testimony. 

 
PAST INJURIES (if applicable) 

 
The other lawyer will undoubtedly ask you about injuries you may have sustained in the past. 

Insurance companies and railroads have central index bureaus where they can get information on 

all injuries that persons have sustained, where persons have been paid workers’ compensation, 

and where they have filed suit or recovered from any employer or insurance company. Also, it is 

common for the other side to check on treatments you have had from medical doctors, 

osteopaths, chiropractors, and hospitals, wherever you have lived and in adjoining areas. 

Therefore, it is extremely important that you answer every question truthfully. 

 
Also, answer only the question you are asked. In other words, if you are asked what injuries you 

have had to the same part of your body that was injured this time, then limit your answer to that 

part of your body. Or, if you are asked what injuries you have sustained on a certain job or in 

automobile accidents, then limit your answer to the questions asked If, however, you are asked 

generally about any injuries you have had, give the other attorney the information requested 

concerning any and all injuries of any type and to any part of your body that you have had at any 

time. 



 

ACTIVITIES SINCE INJURY (if applicable) 

 
Before the trial, perhaps before the deposition, the other side may have investigated what you do 

at work, at home, in your neighborhood, and any other place you go. It is quite common for them 

to hire photographers to hide a block or so away, out of sight, and take videos or pictures with a 

telephoto lens of a person working around the house, on the job, or out fishing, or engaged in 

other recreational activities. 

 
Fishing, mowing the lawn, working, or doing anything else you feel able to do (and that your 

doctor allows you to do), will not hurt your case in and of itself. However, if you forget that you 

have engaged in a certain activity and testify at your deposition that you are unable to do so 

because of your injuries, the other lawyer can seriously damage your case with pictures, videos, 

or witnesses directly contradicting your testimony. 

 
SUMMARY 

 
1. You should be clean, and wear neat clothing. 

 
2. Treat all persons in the deposition room with respect. Consider this an important and solemn 

occasion. 

 
3. Come prepared to exhibit any and all injuries which you have suffered. 

 
4. Have with you the facts and figures with respect to your time lost from work, amount of 

wages lost, doctor bills, hospital bills, and all other facts with respect to the damages caused as a 

result of your injury. Review these items before coming to the deposition. 

 
5. Tell the truth. 

 
6. Never lose your temper. 

 
7. Don’t be afraid of the lawyers. 

 
8. Speak slowly and clearly. 

 
9. Answer all questions directly, giving concise answers to the questions, and then stop talking. 

 
10. NEVER volunteer any information. Wait until the question is asked; answer it and stop. If 

you can answer “yes” or “no,” do so and stop. 

 
11. Do not magnify your injuries or losses. 

 
12. If you don’t know, admit it. Some witnesses think they should have an answer for every 

question asked. You cannot know all the facts and you do yourself a disservice if you attempt to 

testify to facts with which you are not acquainted. It is imperative that you be honest and 

straightforward in your testimony. 



 

13. Do not try to memorize your story. Justice requires only that a witness tell his/her story to the 

best of his/her ability. 

 
14. Do not answer a question unless you have heard it and clearly understand it. If you have to, 

ask that it be explained or repeated. 

 
15. Do not guess or estimate time, speed, or distance unless you are sure that the estimate is 

correct, and then make certain that when you answer, you state that this is your estimate. Go over 

these estimates with us before your deposition is taken. 

 
16. Many of the questions you will be asked will not be admissible at the trial, but the opposition 

is entitled to an answer in order to help them prepare their case. Many cases are lost because the 

witness tries to hide something. Many of the questions can be used at the trial to discredit you. 

. 

17. If we object to a question, stop talking, and we will instruct you after we object to either 

answer the question or not to answer it. 

 
18. After the deposition is over, do not discuss anything in the presence of the opposing lawyers 

or the reporter. If you want to discuss something after the deposition, wait until we are alone. 

 
Remember, perhaps the most important aspect of your lawsuit is you and the appearance you 

make. If you give the appearance of earnestness, fairness, and honesty, and if in giving your 

discovery deposition you keep in mind the suggestions we have made, you will be taking a great 

stride toward successful completion of the litigation in which you are involved. 

 
Because the testimony you give will be your own, there is no need for you to take these 

instructions with you to the deposition. Your testimony will be more natural if you are not 

relying too heavily upon instructions. 


