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1) Due Diligence: A Fundamental Step for the Acquisition Process

The Due Diligence Process
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The M&A process – a global vision

Stages of an acquisition process
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Close the deal and post-
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Rationalization and 

optimization of the 

acquired company

Due Diligence

Legal structuring 

of the business

(SPA-Sales and Purchase Agreement) 

and transaction 

documents)

Non-binding / indicative

offer 

from the acquirer

Strategy definition Valuation + negotiation 6
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The M&A process – a global vision

Stages of a sale process

Negotiation and 

structuring of the 

operation
Strategy definition

Company valuation +

documentation of 

sale support Close the deal

Phase II Phase IIIPhase I Phase IV

Meeting with the  

potential buyers

Formulation of the 

negotiation strategy

Visit of the potential

Buyers to the facilities

of the company 

that is for sale 

Shortlist of the 

most interesting

offers

Closing the deal

Negotiation with the 

potential buyers

Kick-off meeting 

with the client 

and the advisory team 

Strategic study of 

the sector where

the company operates

Initial analysis 

of the company 

that is for sale

Initial study about the 

potential 

opportunities for 

the transaction of the

company 

Definition of the

ideal profile of

the buyer companies

Company 

Valuation

Vendor  

Due Diligence

Analysis of the 

strategic positioning

Elaboration of the

Information

Memorandum

Elaboration of the

Business Profile

Due Diligence

Final negotiation  

of the reference terms

of the transaction 

Short list of the 

potential buyers + 

initial contacts 

Non-binding / indicative

offer 

from the potential 

acquirer

Legal structuring 

of the business

(Purchase and Sale Agreement 

and transaction 

documents)

Tax structuring 

of the transaction 

Negotiation

NDA 

signature
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Number of M&A deals in Europe

Number of merger and acquisition (M&A) deals in Europe from 2000 to 
2020
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Leading financial advisors of M&A

Leading financial advisors to merger and acquisition deals in Europe in 
2019, by deal value(in billion U.S. dollars)

9

Telmo Francisco Vieira – tfv@iseg.ulisboa.pt



Salaries on M&A sector 

Mergers & Acquisitions Consultant Salaries 
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Salaries on M&A sector 
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Assignment – understanding the market 
for M&A 

a) Make a research to understand who are the leading 
financial advisors to mergers and acquisitions in 
your home country.

b) Identify some open positions in sell side and buy 
side of companies for M&A in your home country. 

Exercise 4 – understanding the market for M&A 
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Consists of the pursuit of relevant information about all company’s resources,

businesses opportunities and risks, associated to the company’s past, present

and future that have the capacity of affecting, in some way, the company’s cash

flows.

Definition of Due Diligence

Due Diligence: 

A Fundamental Step for the Acquisition Process
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→ Strategic Diagnostic (analysis of the opportunities and threats of the
competitive environment in which the company is involved);

→ Marketing and Distribution Auditing (analysis of the strong and weak points at
level of marketing, distribution lines, products, etc.);

→ Technology and Operations Auditing (analysis of the adopted technology, the
productive lay-out, efficiency of the production, etc.);

→ Staff and the Organizational Culture Auditing (analysis of the human resources
quality, formation level, age, etc.);

Fundamental Areas of Analysis

Due Diligence: 

A Fundamental Step for the Acquisition Process
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→ Fixed Assets Auditing (analysis of the tangible assets);

→ Financial Auditing (analysis of the company’s financial situation, its assets,
liabilities and equity);

→ Tax Auditing (analysis of the company’s tax situation);

→ Legal Auditing (legal structure of the human resources, verification of the
assets’ ownership, etc.);

→ Environmental Auditing (analysis of the legislation in which the company is,
trends of its evolution, etc.).

Fundamental Areas of Analysis

Due Diligence: 

A Fundamental Step for the Acquisition Process
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Due Diligence: 

A Fundamental Step for the Acquisition Process
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→ Due Diligence will take part in the valuation process and in the elaboration of

the company’s integration planning after the acquisition.

→ However, this is an aspect that is not taken into account in some of valuation

processes.

→ So, “the big mistakes of valuations happens not because it was used a wrong

discount rate, but because the managers were not worried to know if the

pensions planning was financed correctly, if there was environmental risks,

etc..”

Richard Brealey

Why Due Diligence?

Due Diligence: 

A Fundamental Step for the Acquisition Process
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→ The analysis of the financial data is a very important factor for the company’s

survival although, according to most investors, the analysis of these data is not

enough.

→ Financial data reflect the present situation of a company, and it may just help

on making a short-term forecast.

→ However, some kind of future information concerning the company, the

sector and the environment in which it is involved, could predict an eventual

success or failure of the company.

Why Due Diligence?

Due Diligence: 

A Fundamental Step for the Acquisition Process
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→ It is necessary to obtain information about the most critical factors that can

affect a business:

➢ Competence and stability of management;

➢ Market trends;

➢ Capacity and quality of the production;

➢ Staff rotation;

➢ Agreements with suppliers;

➢ etc.

Why Due Diligence?

Due Diligence: 

A Fundamental Step for the Acquisition Process
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→ The investors would make better decisions if they had more information about

the really important factors.

→ A suitable Due Diligence is appropriated and applicable to investors and

buyers in any kind of business, either if it is focusing on production or services

and also if it is a large or small business.

Why Due Diligence?

Due Diligence: 

A Fundamental Step for the Acquisition Process
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→ Investors: could make a deeper valuation on both financial and not financial

aspects of a future investment;

→ Intermediaries: could understand faster and efficiently the business that

represent;

→ Credit Institutions: could make a better valuation of the requested loan;

→ Consultants: could protect themselves better and improve their valuations in

all kind of aspects;

How to get advantages with the Due Diligence?

Due Diligence: 

A Fundamental Step for the Acquisition Process
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→ Accountants: could prepare their reports in a more accurate way;

→ Directors and Board Members: could perform better their functions focusing

on the duties they want to approach.

How to get advantages with the Due Diligence?

Due Diligence: 

A Fundamental Step for the Acquisition Process
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→ It helps, in the process of a company’s evaluation, getting assistance,

suggestions and a deeper knowledge of the important factors for the investor.

Due Diligence: 

A Fundamental Step for the Acquisition Process

The Due diligence Importance

23

Telmo Francisco Vieira – tfv@iseg.ulisboa.pt



→ As every business is unique, it will also be the rates, standards and objectives

used on making the valuation.

→ In this way, an acceptable condition in a small business could be unacceptable

in a large business and vice versa.

→ The Due Diligence will have to be improved in quality and quantity focusing

on the specifications of the business in question.

Due Diligence: 

A Fundamental Step for the Acquisition Process

The Due diligence Importance
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2) Methodology and Components of the Due Diligence Process

The Due Diligence Process
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→ The Due Diligence is one of the procedures that we use to study, search and

make an evaluation of a business opportunity and usually it will happen after

the parts involved, agree that the business is financially viable, and a pre-

contract has been signed.

→ If we want the Due Diligence to be successful, it must be planned carefully

beforehand.

Due Diligence: 

A Fundamental Step for the Acquisition Process

The Due diligence Planning

26
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→ The first steps of the Due Diligence Planning consist of:

➢ checking that the business is what it seems to be (through
interviews, analyzing documents, etc.);

➢ checking that the investment is matched to the criteria of the investor;

➢ quantifying the main key aspects of the Balance Sheet (and not just
identify the value of the assets, liabilities and equity);

➢ preserving all documents, reports, information and data available to
resolve possible problems that can appear after the deal.

Due Diligence: 

A Fundamental Step for the Acquisition Process

The Due diligence Planning

27
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→ Performance obtained;

→ Financial Ratios;

→ Potential forecasted performance;

→ Comparison between the book value

and the market value;

→ The management quality;

→ Type of business.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Criteria to estimate a profitable business

28
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→ The investor should estimate, at the beginning of the process, the level of risk

that he/she is willing to take;

→ If the investor is just willing to take low risk, the Due Diligence should be

carried out with more detailed procedures and vice-versa;

→ The investor should consider that if a Due Diligence is not approached in a

detailed way, relevant aspects of the business may be misinterpreted or just

ignored.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Estimation of the Risk and defining the analysis extension

29
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→ Nevertheless, a Due Diligence well developed does not guarantee a successful

investment. We must always consider that the risk exists;

Due Diligence: 

A Fundamental Step for the Acquisition Process

Estimation of the Risk and defining the analysis extension
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→ “The only way to avoid the risk completely is not making business at all.”

Due Diligence: 

A Fundamental Step for the Acquisition Process

Estimation of the Risk and defining the analysis extension

Do you agree or disagree with the above phrase? 
Provide the rationale for your answer.

Exercise 5 – How to deal with risks
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→ Factors which indicates a reduced risk:

➢ Stable and experienced management;

➢ Audited accounts;

➢ Continuity of the operational activity;

➢ Strong position on the market;

➢ Absence of litigations;

➢ Independence from the clients;

➢ Reduced extraordinary incomes and expenses;

➢ etc.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Estimation of the Risk and defining the analysis extension

32
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→ However, a really deep study of Due Diligence could discourage the

investment even in an attractive business because, the more information we

have the higher the number of defects found in the business.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Estimation of the Risk and defining the analysis extension
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→ As a whole, the pre-agreements define a period of time in which the final deal
will be signed, so the investor has the opportunity to manage the Due
Diligence.

→ Its important not to spend too much time on the Due Diligence because
meanwhile another investor could make another proposal and we lose all the

time and costs that had been spent on carrying out the Due Diligence.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Estimation of the Time and Costs spent
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→ The Due Diligence should start as soon as possible.

→ Some investors continue not taking the option of making the Due Diligence
due to the costs that are associated with the study.

→ However, there are investors that make sure that the cost spent on the study
of the Due Diligence is compensated with the “guarantee” of doing a good
investment, minimizing therefore the future risks and losses.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Estimation of the Time and Costs spent

35
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Due Diligence: 

Exercise

Exercise 6

The failure to do an exhaustive Due 
Diligence can be very serious.

a) Based on public information identify 
situations of Mergers & Acquisitions 
where the Due Diligence failed. 

b) Search and characterize also the cases 
of: 

1. Hewlett-Packard (2012) 
acquisition of UK software maker 
Autonomy - $11.1 billion

2. Facebook acquisition of Oculus 
(2014) - $3 billion 

36
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Due Diligence: 

Exercise

Exercise 7

a) Provide a definition of Vendor Due 
Diligence and what are the potential 
benefits associated to it

37
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Due Diligence: 

Exercise

A video about Due Diligence

https://www.youtube.com/watch?v=w6eruKsOjx8

38
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Vendor Due Diligence

Vendor due diligence is a Due diligence review, which is commissioned by the vendor and 
conducted by independent lawyers, tax advisors and auditors. 

The results of the vendor due diligence are summarized by the auditors in a Vendors Due 
Diligence Report. 

This VDD Report is made available to potential buyers in a virtual data room (or electronic 
data room, or digital data room).

It has several benefits, e.g.
- several potential buyers can look check the documents at the same time
- faster due diligence process by the buyers
- the seller retains control over confidential information because no documents are 
provided, only the result of the VDD review

39
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Vendor Due Diligence

- potential buyers save time and money for the audit

- the seller gets an early indication of weak points and can either fix them or pro-actively 
disclose them to potential buyers before the Letter of Intent phase

- Sellers have control over which people have read through which information in the 
electronic data room and can exploit this knowledge in contract negotiations

It is therefore especially interesting for company's who want to benefit from having the 
control over the due diligence, get rid of weak points before the buyers and want to get a fast 
acquisition process and to attract more potential buyers by taking over the due diligence. 

40
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→ Must have a wide knowledge of the industry;

→ Must have a wide knowledge about the investor and know how to defend
his/her interests;

→ Must have accounting and financial knowledge;

→ Must not be intimidator;

→ Must not compromise the investor;

→ Must have the knowledge about business politics and culture;

→ Must have a strong and mature presence;

→ Must be open-minded.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Characteristics of who carries out the Due Diligence

41
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→ As always as possible the Due Diligence should be made by a qualified person

and not by the own investor.

→ Then, it should be made by a company or person in the auditing, consulting or

accounting area.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Characteristics of who carries out the Due Diligence

42

Telmo Francisco Vieira – tfv@iseg.ulisboa.pt



→ All the information obtained orally, must be rapidly reported and written

down;

→ The target company must be informed of who is going to make the Due

Diligence, its duration, the people who will be involved and all the general

information that will be required;

→ It is essential to visit the target company.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Acquiring information:
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Acquiring information:

➢ Proceed to a check list well organized, containing all the necessary
information and documents in order of avoiding the repetition of
questions and the need of coming back to the company, which is quite
annoying for the people who supply the information;

➢ Obtaining the highest quantity of information in the shortest time, without
interruptions;

➢ From the beginning, accept the information with minimal comments,
taking it as real, and after checking if it is right;

➢ Consultants must obtain all information requested, and all that could be
relevant to know;

Due Diligence: 

A Fundamental Step for the Acquisition Process
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→ Acquiring information: (cont.)

➢ When there are negative points, and the informant pretends to explain
the origin of these points, the consultant must listen to it, and limit
his/her comments;

➢ The consultant must keep in mind that some question are inappropriate,
so it could annoy and being understood as a disrespect, such as:

❖ Ask something which was answered before;

❖ Ask for documents which were previously delivered.

Due Diligence: 

A Fundamental Step for the Acquisition Process
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Due Diligence: 

A Fundamental Step for the Acquisition Process

Virtual Data Room

More deals utilize the Virtual Data Room (VDR).

It is an online site used for storage and distribution of documents during the Due
Diligence process.

Data Security is the number one challenge in using VDRs.

https://www.idealsvdr.com/

Example of one platform for Virtual Data Room:
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Due Diligence: 

A Fundamental Step for the Acquisition Process

Virtual Data Room
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Due Diligence: 

A Fundamental Step for the Acquisition Process

Virtual Data Room
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Due Diligence: 

A Fundamental Step for the Acquisition Process

Virtual Data Room

49

https://www1.idealsvdr.com/Tutorials//iDeals%20Solutions%20Data%20Room%20Demo%20
Final.mp4

Watch the video to see an example of a Virtual Data Room and how it works:
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Due Diligence: 

A Fundamental Step for the Acquisition Process

Virtual Data Room
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Due Diligence: 

A Fundamental Step for the Acquisition Process

Virtual Data Room
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→When an investor decides to consider seriously a business opportunity, he/she
must require a list of the necessary information and documents;

→A check list is a guide for gathering information in an evaluation process;

→ The acquisition of superfluous information (*) will only confuse, delay and
distract the consultant;

→As a rule, when it is impossible to recognize a topic or a document as an
important point, it is better to include it than remove it.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Elaboration of the Check List

52

(*) the case of a Facilty Services company where tones of 
info was provided to distract consultants from what was 
the critical aspects.
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→ Some questions to help preparing the check list:

➢ There is enough information to understand the business?

➢ The information that was already asked will be necessary later?

➢ Did the information asked, avoid mistakes and misunderstandings?

Elaboration of the Check List

Due Diligence: 

A Fundamental Step for the Acquisition Process
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Financial Information:

→ Annual reports of the last 3 to 5 years;

→ Balance sheet, income statement, cash flow statement for the last 3 to 5 years;

→ Annual and quarterly financial results from the last 3 to 5 years until the current
date;

→ Analytical trial balance (*) for the last 3 to 5 years;

→ Fiscal documents or fiscal dossiers of the years which we are analyzing;

→ Financial projections;

→ Equity structure;

→ Composition of the equity. What part belongs to whom, and their rights;

→ Detailed analysis of the amounts of debts;

→ Annuals budgets.

Check List for the process of Due diligence

Due Diligence: 

A Fundamental Step for the Acquisition Process

54
(*) Balancete analítico
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Fixed Assets:

→ Description of all assets that belong to the company;

→ Description of all assets in leasing;

→ Contracts related to fixed assets;

→ Amortizations and depreciations from the last 3 years until the current date;

→ Amortization policy;

→ Analysis of the investments which were made every year and the new
investments planned;

→ Insurance contracts.

Check List for the process of Due diligence

Due Diligence: 

A Fundamental Step for the Acquisition Process
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Products:

→ Description of every product in each segment of the market, considered
turnover and gross margin;

→ Unit cost of each product and perspectives about the future evolution or
trend of these costs;

→ Comparison with the competition;

→ List of the major raw materials and packaging materials in the last fiscal year;

→ Information about the critical point of the sales: mix of products, fixed and
variable costs;

→ List of the main suppliers;

→ Copies of the main services contracts and the guarantees related with these
services.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Check List for the process of Due diligence

56
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Information about clients:

→ List of the most important clients in relation to the turnover;

→ List of the strategic relationships;

→ Gross margin per client;

→ Description of the most relevant commercial relationships.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Check List for the process of Due diligence
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Competitors:

→ Analysis of the competitive environment in every segment of the market;

→ Annual reports of the direct competitors.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Check List for the process of Due diligence
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Marketing, sales and distribution:

→ Strategy and implementation;

→ List of the main clients;

→ Total sales and percentages by client and/or group of clients;

→ Perspectives of development of new businesses;

→ Analysis of productivity of the sales force;

→ Identification of the key sales force staff;

→ Information on the marketing campaigns undertaken by the company;

→ Results of market research already carried out;

Due Diligence: 

A Fundamental Step for the Acquisition Process

Check List for the process of Due diligence

59

Telmo Francisco Vieira – tfv@iseg.ulisboa.pt



Marketing, sales and distribution: (cont.)

→ Accounts receivables average period;

→ Discounts Policy;

→ Sales statistics (day, month, year) of the last 3 to 5 years;

→ List of the main competitors by each market segment.

Check List for the process of Due diligence

Due Diligence: 

A Fundamental Step for the Acquisition Process
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Research and Development (R&D):

→ New products/services introduced by the company;

→ List of patents, brands, names, copyrights and corresponding contracts;

→ Description of the R&D organization.

Check List for the process of Due diligence

Due Diligence: 

A Fundamental Step for the Acquisition Process
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Management and policy of Human Resources:

→ Organization chart;

→ Information concerning the full staff with the corresponding labor
specifications, namely, the role, seniority, age, wages and salary and
education;

→ Curriculum Vitae of the management team;

→ Employment contracts;

→ List of the conditions applied in the employment contracts in general;

→ Work insurance contracts;

Check List for the process of Due diligence

Due Diligence: 

A Fundamental Step for the Acquisition Process
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Management and policy of the Human Resources: (cont.)

→ Incentives, stock options and golden parachutes;

→ Labor problems;

→ Costs of the staff;

→ Health and working accidents insurance;

→ Pension funds (retirement payments).

Due Diligence: 

A Fundamental Step for the Acquisition Process

Check List for the process of Due diligence
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Liabilities:

→ Analysis of the provisions policy, namely, pensions, taxes, ongoing litigations
and others;

→ Analysis of the loan contracts;

→ Analysis of the leasing contracts;

→ Analysis of the debts to the State (for example to tax authorities);

→ Social Security debts;

→ Analysis of current legal processes.

Check List for the process of Due diligence

Due Diligence: 

A Fundamental Step for the Acquisition Process
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Environment:

→ Analysis of the current legislation for the sector;

→ Analysis of the situation of the company towards environmental aspects;

→ Analysis of the future trends of regulatory and the implicit impact on the

company.

Check List for the process of Due diligence

Due Diligence: 

A Fundamental Step for the Acquisition Process
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In more detail ...



ESG Due Diligence

Check List for the process of Due diligence

Due Diligence: 
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ESG Due Diligence 
Questionnaire

Check List for the process of Due diligence

Due Diligence: 
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Source: 
https://www.investeurope.eu/
media/1777/invest-
europe_esg_dd_questionnaire.
pdf

Telmo Francisco Vieira – tfv@iseg.ulisboa.pt



ESG Due Diligence 
Questionnaire

Check List for the process of Due diligence
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Source: https://www.investeurope.eu/media/1777/invest-europe_esg_dd_questionnaire.pdf
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ESG Due Diligence 
Questionnaire

Check List for the process of Due diligence
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Source: 
https://www.investeurope.eu/
media/1777/invest-
europe_esg_dd_questionnaire.
pdf

ESG / SUSTAINABILITY 
GOVERNANCE
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ESG/Sustainability
Governance:

Check List for the process of Due diligence
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Source: https://www.investeurope.eu/media/1777/invest-europe_esg_dd_questionnaire.pdf

E - Environment 
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Check List for the process of Due diligence
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Check List for the process of Due diligence
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❖ Services that a Management Consulting company can provide regarding ESG DUE 
DILIGENCE

Management consulting companies can provide a range of services related to ESG 
(Environmental, Social, and Governance) due diligence, which is a critical component of 
assessing the sustainability and ethical performance of organizations. 

ESG due diligence services typically include:

1. ESG Risk Assessment: Evaluating and identifying potential ESG risks and opportunities 
within a company's operations, supply chain, and industry. This involves assessing 
environmental, social, and governance factors that could impact the company's financial 
performance and reputation.

2. Regulatory Compliance Review: Analyzing the company's compliance with relevant ESG 
regulations and standards, both at the national and international levels. This includes 
understanding and advising on reporting requirements and disclosure frameworks.
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❖ Services that a Management Consulting company can provide regarding ESG DUE 
DILIGENCE (cont.)

3. ESG Data Collection and Analysis: Gathering and analyzing ESG-related data and metrics, 
such as carbon emissions, diversity and inclusion statistics, labor practices, and board 
diversity, to assess the company's performance and benchmark it against peers.

4. Materiality Assessment: Identifying the ESG issues that are most material to the 
company's business, stakeholders, and long-term sustainability, which informs strategy and 
reporting priorities.

5. Stakeholder Engagement: Facilitating engagement with key stakeholders, including 
investors, customers, employees, and communities, to understand their ESG expectations 
and concerns, and to develop strategies to address them.
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❖ Services that a Management Consulting company can provide regarding ESG DUE 
DILIGENCE (cont.)

6. ESG Strategy Development: Assisting in the development of an ESG strategy that aligns 
with the company's overall business goals, including setting targets, developing action plans, 
and integrating ESG considerations into decision-making processes.

7. ESG Reporting and Communication: Helping the company create transparent and effective 
ESG reports and communications to stakeholders, ensuring that the information is accurate, 
relevant, and impactful.

8. Supply Chain Assessment: Evaluating the ESG performance of a company's suppliers and 
partners to identify potential risks and opportunities throughout the supply chain.

9. Due Diligence for Mergers and Acquisitions: Conducting ESG due diligence as part of the 
assessment of potential acquisition targets or merger partners to understand the ESG risks 
and opportunities associated with the deal.
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10. Training and Capacity Building: Providing training and building internal capabilities to 
enhance the client's understanding of ESG issues and their ability to manage them 
effectively.

11. Benchmarking and Peer Comparison: Benchmarking the client's ESG performance 
against industry peers and best practices to identify areas for improvement and 
differentiation.

12. Sustainability and Impact Measurement: Developing and implementing metrics and 
KPIs to track progress toward ESG goals, as well as assessing the social and environmental 
impact of the company's activities.

❖ Services that a Management Consulting company can provide regarding ESG DUE 
DILIGENCE (cont.)
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Management consulting companies assist their clients in navigating the complex 
landscape of ESG issues, providing guidance to improve ESG performance, mitigate risks, 
and enhance their reputation as responsible and sustainable organizations. 

These services are crucial for companies looking to integrate ESG considerations into 
their business strategies and demonstrate their commitment to sustainability.

❖ Services that a Management Consulting company can provide regarding ESG DUE 
DILIGENCE (cont.)
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→ A hostile environment:

➢ Delivery of only old financial results, or in a brief way, showing that
information is being hidden;

➢ Information restricted concerning taxes, fearing a governmental action;

➢ Who opposes, or is directly affected by the transaction, in a hostile
attitude, can refuse cooperation, or cooperate in a misleading way;

Due Diligence: 

A Fundamental Step for the Acquisition Process

Difficulties with the elaboration of the Due Diligence

79

Telmo Francisco Vieira – tfv@iseg.ulisboa.pt



→ A hostile environment: (cont.)

➢ The lack of uniformity on the financial indicators, is a constant source of
confusion that may lead to wrong conclusions;

➢ The existence of a fake document indicates that much more can exist;

➢ The delivery of fake documents is a heavy and strong reason to finish
with the Due Diligence;

➢ Another relevant problem may appear when the information or the
documents that are required, are lost or do not exist. When
unacceptable for the consultant, he/she must demand this information
or finish with the Due Diligence.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Difficulties with the elaboration of the Due Diligence
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→ Making business is quite complex, and depends on several interrelated

functions and activities;

→ Potential buyers or investors, need to be able to identify, understand and

make evaluations of pros and cons of every aspect of the investment, and

being as much efficient as possible;

→ Due diligence supplies knowledge and a strong position on the business;

Due Diligence: 

A Fundamental Step for the Acquisition Process

Conclusion
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→ The Due diligence is the pursuit of surprises, and normally the business is

seen in a different way after performing the Due Diligence;

→ In the Due diligence conclusions, the secrets of the target company must be

minimized;

→ It is very probable that surprises or unknown characteristics of the company

may appear, being necessary to ask for additional information to understand

in a whole sense its nature and for making an evaluation of its impact on the

company;

Due Diligence: 

A Fundamental Step for the Acquisition Process

Conclusion
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→ As our society is becoming more and more competitive, the Due Diligence is

becoming more essential in cases of a business transaction;

→ The failure of an appropriate Due Diligence, can represent:

➢ A Civil Responsibility, as a consequence of losses that can be of millions of
euros for the investor;

➢ A Criminal Responsibility, as the consultant/auditor can be exposed to
criminal prosecution, for not having done a rigorous Due Diligence.

Due Diligence: 

A Fundamental Step for the Acquisition Process

Conclusion
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→ The Due Diligence should avoid these two statements:

➢ “If we had the knowledge of this, we would never have invested!”

➢ “If we had known this, we would have invested with no doubt!”

Due Diligence: 

A Fundamental Step for the Acquisition Process

Conclusion
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→Consider that you were just hired by

the Hilton Worldwide Holdings Inc.

to study the acquisition of a 5-star

hotel located in Algarve, Portugal.

→Prepare a list of information for the

Due Diligence concerning the target

company which is the owner of the

hotel in Algarve.

Exercise 8

Due Diligence: 

Exercise
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→ 9.1. Assume that you are asked to perform a Due 

Diligence regarding a Bank that is under an 

acquisition process.

One of the areas concerns cybersecurity. Please 

indicate how you would procced to perform a Due 

Diligence on the cybersecurity area.

Exercise 9

Due Diligence: 

Exercise

87
(*) Hint – ALE – Annual Loss Expectancy; ROSI – Return on Security Investment, NPV; IRR; Payback period 

9.2.1. If you are asked to evaluate from an economic 

and financial point a view an investment of a company 

on cybersecurity area, how would you proceed? 

9.2.2. What indicators(*) could you use? 

9.2.3. Indicate pros and cons of those indicadors?

Telmo Francisco Vieira – tfv@iseg.ulisboa.pt



Appendix

88

Telmo Francisco Vieira – tfv@iseg.ulisboa.pt



Some references 

https://www.corporatefinanceineurope.eu/due-
diligence/vendor-due-diligence.htm

https://www.firmex.com/resources/uncategorized/top-
10-due-diligence-disasters/

https://www.accountingweb.co.uk/business/finance-
strategy/hps-cfo-admits-to-never-reading-the-due-
diligence-on-autonomy

https://internationalhub.org/going-global/managing-
global-environment/hp-autonomy-accounting-finance/
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