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Article History: Abstract: In an era of accelerated globalization, mergers and 
acquisitions (M&A) have emerged as key strategic tools for 
corporate expansion across borders. However, the legal 
complexities accompanying international deals make legal due 
diligence a critical element in managing transactional risk. This 
article explores the process and importance of legal due diligence in 
global M&A transactions, detailing its core objectives, procedural 
steps, and the unique challenges faced in cross-border contexts. It 
examines regulatory compliance, intellectual property verification, 
environmental liabilities, labor issues, and contractual obligations. 
Drawing on real-world practices and 2025 market insights, the 
article also presents best practices such as leveraging local legal 
expertise, standardizing risk assessments, and integrating ESG and 
cybersecurity considerations. By combining detailed legal analysis 
with practical tools like due diligence checklists, risk matrices, and 
illustrative visuals, the article offers a comprehensive guide for legal 
professionals, investors, and corporate decision-makers involved in 
international M&A. With evolving legal landscapes and growing 
stakeholder scrutiny, the importance of effective, adaptive legal due 
diligence continues to grow as a determinant of transactional 
success. 
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INTRODUCTION 

Global mergers and acquisitions (M&A) are central to cross-border business expansion, offering organizations 
strategic advantages such as market access, technology transfer, and scale. However, the complexity of international 

transactions creates unique legal, regulatory, and operational risks. Legal due diligence is the backbone of risk 

mitigation—unearthing potential liabilities, ensuring compliance, and shaping negotiation strategies. This article provides 

an in-depth analysis of the legal due diligence process in global M&A, including structures, challenges, best practices, and 

emerging trends, supported by illustrative charts and images. 

 

WHAT IS LEGAL DUE DILIGENCE? 
Legal due diligence in the context of M&A is the thorough examination and assessment of the target company's legal 

standing, contracts, rights, obligations, and potential risks. The goal is to ensure that buyers are aware of all legal pitfalls, 

compliance obligations, and deal-breaking issues before finalizing an acquisition or merger[1][2][3]. 

 

Core Aims 

 Identify legal risks & liabilities (litigation, environmental, labor issues) 

 Validate compliance with corporate, commercial, and sector-specific laws 

 Assess contractual obligations & intellectual property status 

 Verify ownership and governance structures 

 

THE LEGAL DUE DILIGENCE PROCESS: STEPS AND SCOPE 

1. Pre-Due Diligence Planning 
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 Define the scope based on the industry, jurisdiction, and the buyer’s strategic goals. 

 Assemble an interdisciplinary, often international, due diligence team (legal, tax, financial, technical experts). 

 Develop a tailored checklist to address target-specific and cross-border issues[4][1][2]. 

 

2. Document Collection and Review 
Key areas of document review include: 

 Articles of incorporation, by-laws, corporate records 

 Ownership and shareholding structure 

 Licenses, permits, and regulatory filings 

 Material contracts (supplier, client, JV, sales) 

 Loan agreements and debt instruments 

 Ongoing or threatened litigation, disputes, or investigations 

 Intellectual property registrations and disputes 

 Employment agreements and labor issues 

 Real estate, leases, and asset ownership documents 

 Environmental compliance and pending penalties 

 

3. Interviews and Site Visits 
In-person or virtual meetings with management and site inspections help clarify gray areas, validate disclosures, and probe 

unresolved risks[2][5]. 

 

4. Analysis and Risk Assessment 
Categorize findings by risk level (“deal breaker” vs. “manageable risk”); highlight gaps, compliance failures, and 

unresolved disputes. Assess both legal liabilities and the impact on valuation[6][7][8]. 

 

5. Reporting and Negotiation Support 
Compile a risk report summarizing findings, recommendations, and requirements for deal structure amendments or post-
closing remediation. Inform negotiation of representations, warranties, indemnities, and price adjustments[6]. 

 

6. Post-Deal Integration and Monitoring 
Ensure ongoing monitoring of compliance issues flagged during due diligence that require post-acquisition remedies or 

operational changes[4][5]. 

 

Chart: Legal Due Diligence Workflow in Global M&A 
[image:1] 

 

Unique Challenges in Cross-Border Due Diligence 
Cross-border deals introduce several layers of complexity beyond domestic transactions: 

 Multiple Legal Systems: Compliance with different corporate, competition, employment, and environmental laws 

across jurisdictions[5][7]. 

 Regulatory Approval: Navigating foreign investment controls, anti-trust clearance, and sectoral restrictions[9][7]. 

 Cultural and Linguistic Barriers: Differences in disclosure standards, documentation, and negotiation style; 

require local counsel[5][7][10]. 

 Data Privacy and Transfer Risk: Variations in privacy laws (e.g., GDPR in EU), especially for employee and 

consumer data[7]. 

 Hidden Liabilities: Complex ownerships, undisclosed debts, unsettled litigations in opaque markets. 

 

Image: Key Risks in Cross-Border Legal Due Diligence 
[image:2] 

 

Key Focus Areas: A Global Checklist 

Due Diligence Domain Objective/Inquiry 

Corporate & Governance Review formation, compliance, shareholder structure 

Regulatory Compliance Assess licenses, permits, antitrust filings 

Employment & Labor Check employment terms, union relationships, disputes 



75 

 

© 2021 Journal of International Commercial Law and Technology; Volume: 2: Issue: 1| All Right Reserved 

 

How to Cite: Daniel Burke and Lauren Gibson. Legal Due Diligence in Global M&A Transactions. J Community Med 
2021;2(1);73-76. 

 
 

Intellectual Property Verify ownership, validity, encumbrances, disputes 

Contracts & Litigation Material contracts, ongoing and potential litigations 

Environmental Past, ongoing, and future environmental liabilities 

Taxation Review filings, outstanding claims, cross-border rules 

 

Best Practices in International Legal Due Diligence 

 Engage Local Experts: Involve local counsel who understand jurisdiction-specific laws and business culture[5][7]. 

 Utilize Technology: Leverage secure virtual data rooms and advanced analytics tools for organizing and reviewing 

large volumes of documents[5]. 

 Standardize Reporting: Use standardized formats for risk categorization and communication among multi-national 

teams[5][10]. 

 Prioritize Red Flags: Focus resources on “deal breaker” issues—regulatory roadblocks, material disputes, title 

defects, or corrupted ownership[6]. 

 Inclusive Coverage: Integrate legal, regulatory, finance, tax, and ESG (environmental, social, governance) aspects. 

 Ongoing Reassessment: Update findings as regulations, market conditions, and risk profiles evolve up to deal 

closure[6][7][8]. 

 

Chart: Top Challenges in Global M&A Due Diligence (2025 Survey) 
[image:3] 

 

M&A Due Diligence in Practice: Recent Trends and Case Studies 

 Deal Certainty Demands: Modern acquirers more frequently require sellers to resolve key legal issues (e.g., get 

regulatory permits, clear litigation) as a precondition of closing, or even before signing[6]. 

 Enhanced Use of W&I Insurance: Warranty and indemnity insurance increasingly cover unknown risks, especially 

in Southeast Asia and emerging markets[6]. 

 Abort Rates: A notable rise in deals terminated post-due-diligence—mainly due to unmanageable legal or 

integration risks[6][11]. 

 ESG and Cybersecurity: There is heightened focus on environmental and cyber risks in 2025, with acquirers 

scrutinizing sustainability disclosures, data protection practices, and compliance[8]. 

 

CONCLUSION 
Effective legal due diligence is fundamental for minimizing surprises, valuing targets accurately, and ensuring the 

overall success of global M&A transactions. Its complexity multiplies in cross-border deals, demanding local expertise, 

meticulous planning, advanced technology, and robust project management. As legal and compliance risks evolve, due 

diligence frameworks must adapt—prioritizing both risk detection and post-deal governance. 

 

Figures and Illustrations 

Figure 1: Legal Due Diligence Workflow in Global M&A 
[image:1] 

 

Figure 2: Key Risks in Cross-Border Legal Due Diligence 
[image:2] 

 

Figure 3: Top Challenges in Global M&A Due Diligence (2025 Survey) 
[image:3] 
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