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M&A Technical Due Diligence 
 

The 5 insights you should consider in 

order to secure your bid and facilitate a 

seamless post-merger transition 
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hen companies engage in a merger & acquisition initiative, it 

is mandatory to secure the transaction to gain a competitive 

advantage or simply to grow. In an acquisition, companies 

inherit assets that will enhance business operations, but they also come 

with hidden risks and debt.  

One aspect of due diligence focuses on Financials, where dozens of advisors 

& auditors analyze income statements, balance sheets, the customer base 

and anticipated revenue. Even though it’s a very complex exercise, the 

results are based on objective facts. Nowadays, because of our digital world, 

software is everywhere.  The pre-merger phase must also embed an IT due 

diligence which can be much more complex, costly and time consuming.  

Application Portfolio Analysis provides a rapid portfolio assessment which 

is objective, repeatable and cost & time efficient. The following chapters will 

focus on the benefits of this unbiased analytics via 5 key insights. 

The following chapters will focus on the 

benefits of Application Portfolio 

Analysis articulated via 5 key insights. 
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Insight #1 

Capture & Analyze 

the Application Portfolio to be acquired 

 
  

 

Although there are several ways to collect information on your application portfolio, 

many of them are time & cost consuming - and even worse - they largely rely on 

subjective metrics. So by default, you will end up with a biased view.  As we know, 

“wrong data leads to wrong decisions”. 

Application Portfolio Analysis (APA) collects information about the application 

portfolio from an objective perspective, where the data collection process comes 

directly from a code scan. For the information that cannot be derived from a pure 

scientific method, APA leverages an online survey with specific questions that require 

closed answers (e.g. how many releases per year, original creation date, etc.). 

APA will provide visibility into: risk, complexity, technical debt & resource allocation – 

at both the portfolio and individual applications levels. These objective metrics are 

critical to document before starting a Rationalization program in order to better 

target potential expensive and risky areas within the portfolio. 

 

 

 

 

 

 

 What is the overall technical debt to be inherited? 

 What’s the overall sizing of the applications? 

 How many FTE’s are dedicated to this portfolio maintenance? 

 What are the consolidated risk levels? 

IT due diligence questions you must answer 
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Insight #2 

Mitigate the risks & anticipate the impact 
 

 

 

 

This new approach allows users to tackle the Application Portfolio through new 

angles. The computed metrics feed analytics models that are translated into 

compelling dashboards. These new complementary insights help to build advanced 

analysis against your assets. Each product is positioned according to the business 

value and the related production risk, adaptability risk and software complexity risk. 

  

The several cross analysis dashboards that combine business value with risk levels 

highlight strengths & weaknesses among the portfolio but also opportunities & 

threats. The relationship between business value and risk provide objective insight 

into the best candidates to replace, merge, invest or retire. 

 

 

 

 

 

 

 

 

 

 

 What is the global health of the portfolio? 

 What are the best candidates to be consolidated? 

 How robust are the mission critical applications? 

 Which applications represent a barrier to IT agility? 

 What products can we retire to fund innovation? 

 How many products are identified as risky and don’t bring 

tangible value to the business? 

IT due diligence questions you must answer 
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Insight #3 

Identify complexity to control Technical Debt 

 
  

 

 

Technical debt is directly correlated to both the quality & the complexity of the end 

product. It measures the effort required to fix coding and architectural violations that 

remain in the code when an application is released. Unfortunately, the technical debt 

tends to grow more exponentially than linearly, which threatens some critical factors 

such as a) the overall portfolio agility; b) the number & cost of resources to fix; and 

c) the time to market.  It is then mandatory to proactively manage the debt which 

might become a too heavy burden, and therefore prevent the portfolio from 

embracing the necessary/required transformations. 

 

Technical debt awareness should be conveyed through an adapted communication 

and a frequent monitoring to the various teams. The more mature the teams become 

on this financial metric, the higher the opportunities are to take advantage of new 

programs & projects to alleviate it. 

 

 

 

 

 

 

 

 How much does the overall technical debt represent? 

 What are the applications with the heaviest technical debt? 

 What percentage of the technical debt can be reduced quickly? 

 How the debt is split across the potential candidates to be retired? 

 Which percentage of this debt is caused by outsourced products? 

 How does the overall technical debt evolve over time? 

IT due diligence questions you must answer 
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Insight #4 

Keep resource allocation 
 

 

 

 

It is difficult speak about IT due diligence without mentioning the management & 

staffing of teams. Application Rationalization tends to keep the effort on the mission 

critical products and reallocate the resources to what really matters; in other words: 

serve the enterprise strategy. 

  

Application Portfolio Analysis informs users on the number of resources allocated to 

each product. Portfolio Demographics goes an additional step by presenting the split 

by technology, which introduces the programming language skill as a key parameter 

for the resource allocation. The IT Rationalization initiative becomes then a great 

opportunity to introduce a new set of standards. 

 

 

 

 

 

 

 

 

 

 

 

 What are the 20% of applications that consume 80% of my 

resources? 

 Where can we allocate resources to optimize business value? 

 Have we provisioned enough skills on specific programming  

languages to cope with both build & run? 

 What is the percentage of resource used for maintenance only? 

 What should be the optimized resource allocation based on the 

COCOMO II estimate? 

 What IT standards should we invest in? 

IT due diligence questions you must answer 
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Insight #5 

Recommend & monitor 

the consolidated portfolio health 
 

 

  

 

Always be ready when the time comes to make smart decisions and defend positions 

concerning the rationale of both retire and investment recommendations. These 

unbiased analytics become one of your best allies to communicate the baseline and 

also the starting point of introducing fact-based measurements to push a continuous 

improvement culture. 

  

The trends and benchmarks represent additional tools to compare with peers and 

monitor the trends over time. Insight into the progress of your rationalization over 

time will give everyone to confidence to continue to improve the quality of the 

application portfolio. 

 

 

 

 

 

 

 

 

 

 

 How do the risk levels evolve for mission critical products? 

 Does the overall portfolio complexity tend to be under control? 

 How are new orientations & standards impacting the technical over 

time? 

 How productive are development teams, either for in house or 

outsourced? 

IT due diligence questions you must answer 
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Conclusion 

 
These insights are critical to building a standardized & complete 

foundation for Application Portfolio Analytics and address these 

challenges using fact-based metrics. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

About CAST Highlight 

CAST Highlight is a SaaS platform for fast & code-level Application Portfolio Analytics. 

Track software value & risks to align IT decisions with your business strategy. Highlight 

supports a wide variety of technologies, including Java, COBOL, SAP/ABAP, .Net, PHP, 

PL/SQL, Objective-C & more. 

Learn more at www.casthighlight.com 

 

 

 Analyze & assess the health of the portfolio to be acquired 

 Mitigate software risks to offer the best experience to 

customers 

 Leverage the M&A to reduce maintenance costs and 

emphasize innovation 

 Leverage objective, repeatable and cost&time effective 

standard units of measure to monitor the post-merger 

transition 

 Optimize resource allocation 

 Combine compelling findings to make smart decisions 

http://www.casthighlight.com/
http://www.casthighlight.com/

