
Mergers and Acquisitions    

Step by Step 

 

I was having a conversation with a CPA friend of mine. He wanted some input on a client who was 

considering an acquisition. The client had spoken to the potential acquirer and they were interested and 

a rough value of the firm, pending a formal due diligence being agreed to.  

The CPA’s firm would handle the financial aspects of the deal and had recommended a law firm to 

handle the legal aspects but the client was overwhelmed on how to move forward.  They didn’t have a 

corporate development team or anyone who was experienced in the process.  

The M&A process to the novice buyer can be intimidating, especially if it is attempted without an in-

house expert or using an external advisory firm. I will outline the steps to a basic transaction from the 

buyer’s perspective.  

First a Letter of Intent (LOI) needs to be signed by both buyer and seller to formally document the 

acquisition. The projected price and caveats are put into the document and it is recommended that a 

rough timeline be included so the deal doesn’t drag on forever, along with any walk-away penalties and 

fees to be covered by each party. The LOI does not obligate the buyer to purchase unless the firm passes 

due diligence.   

Once the LOI is signed, a formal due diligence is conducted. There are many guides regarding how to 

conduct a due diligence and what to look for. Depending on the size of the firm, the process can take a 

couple of weeks or many months.  I highly recommend, even if you are doing the deal in-house, to hire a 

third party for the financial aspect of the process. No firm has adequate internal resources in reserve to 

both handle the daily financial management of the operation and conduct the financial due diligence on 

the acquisition candidate.  

After a few weeks of due diligence you will get a feel for how forthright the firm is when tough questions 

are asked and how documents are delivered. Firms that deliver documents in a timely and complete 

manner tend to have nothing to hide. Businesses that return inquiries late, incomplete or with errors 

raise flags that require deeper research.  

If no deal breakers have appeared, the buyer needs to consider beginning negotiations on a purchase 

agreement (PA) to close the transaction. The PA is where any issues from the due diligence can be used 

to lower the price or create contingency allowances.  The final price and terms of the payment, including 

earn-outs, confidentiality and non-competition agreements, are detailed and documented in the PA.   

Anything a buyer wants documented regarding the purchase goes into the final PA. The agreement can 

take time to negotiate in a final form, due to the complexities of what is discovered in the due diligence 

process. The bottom line is, if the buyer is concerned about it, put in a contingency in the final PA to 

cover it.   



 

Conclusion:  

While buying a business can appear to be a complex undertaking, following the steps outlined and 

relying on acquisition experts will make the process efficient and manageable for even the first-time 

buyer.    

 

 

 

 

 

 

 

  


