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Companies are looking to expand, be more innovation oriented, or consolidate and grow their business through 
inorganic means, they look at the marketplace to see which companies are good candidates which can help them grow, 
would consider M&A as the route. 

There are several strategic drivers why a company would want to get involved in an M&A, Some of the key 
reasons are: 
• Organizational growth 
• Increasing market share 
• Gaining entry into new markets 
• Obtaining key technology and/or products 
• Effecting New Transformations and Innovations 

This white paper discusses a due diligence process to evaluate a company targeted for acquisition, using various 
factors, financial and non-financial, to ensure that the acquisition results in achieving optimum results for all the 
objectives set out as above. 

  Due diligence consists of a series of actions initiated by a Company considering an Acquisition, to evaluate the 
target company based upon various factors. The traditional M&A approach to due diligence and risk assessment involves 
evaluating the company in several key areas: financial, legal and regulatory, and accounting and tax. Undoubtedly, each 
of these areas is important for making acquisition judgement. Acquisition of a company is highly complex transaction, 
and requires expertise in various areas of business to make a judgment about the suitability of the particular company 
for M&A. In the broadest sense, the goal of a company due diligence is to look at and beyond the numbers to identify 
hidden vulnerabilities as well as to maximize the potential value that could be realized from acquiring the target 
company. One of the main purposes of due diligence is to identify under- or overvalued assets and liabilities, which 
could be people, property, plant, and equipment, inventory levels, work in progress, excess financial obligations or 
assets, and intangible assets such as licenses, franchises, trademarks, and patented technology. 

Besides the above mentioned financial, procedural, legal and other regulatory factors, the key factor and an area 
of prime importance in M&A is the due diligence and evaluation of the Management of the company and their cultural 
suitability to the acquiring or investing company. This activity is generally known as ‘Management Due Diligence’ of 
target company management, people and customers. Due diligence is carried out in two steps – Preliminary Assessment 
and Detailed Assessment of the target company. During Preliminary Assessment, The preliminary assessment has three 
important aspects: a meeting with the seller, company visits, and a preliminary review of documentation, with the 
preliminary objectives of whether the company is a good target for acquisition, prime facie.  

The main focus of this paper is on the process of Detailed Assessment of the Target Company, and the various 
factors required for evaluating the target company, while undertaking Management Due Diligence. We discuss the 
Strategic Drivers and the Risks involved in going through an M&A, and how to mitigate these risks. The paper also details 
the Management Due Diligence process and steps. 

In undertaking due diligence various financial and other areas, legal and accounting experts are retained to 
identify potential fiscal, regulatory, and tax-related liabilities of the target company. Similarly, management experts are 
required to undertake management due diligence to help evaluate the operational, business and culture synergy among 
the two companies.  
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