Sample due diligence checklist

1. Organisational structure/history of the company

Ownership structure

Corporate structure (ie subsidiaries, divisions)

Management structure

Corporate history

2. Products/services

a. Types of products 
Description of product offerings/product lines

Sales history and market share for each product offering 
Cost/contribution for each product

Product life cycles

b. Raw materials 
Source of supply and concentration

Cost (variability, seasonality)

Major suppliers (number, concentration, dependency)

Contractual agreements

Specific terms

Cancellation penalty

Current backlog

c. Manufacturing process

Capacity of plant

Path of process: raw material to finished product

Quality control

Sub-contractors

Backlog
d. Market for products

Recent growth and outlook

Strategic plans and projection 3. 
3. Marketing

a, Sales force

Method of sales (direct vs agents); review of all sales agreements 
Geographic coverage

Method of sales planning and forecasting

Location and head count of staff 
Remuneration of sales force 
Distribution channels

b. Advertising

Media types

Budgets

Use of advertising agencies

c. Pricing

Pricing policies and methods 
Terms of sale

d. Customer base

List of major customers and their volume (past 3 years) 
Penetration of top customers

Changes in customer composition 
Customer attrition rate

Industries served

Largest customers/degree of credit risk

Contracts

Seasonality/cyclicality

e. Competitive position: advantages and disadvantages

Cost of production/distribution 
Uniqueness of products

Reputation

Relationships with customers 
Major competitors

Competitive factors

Indirect competition 

Potential for future growth in market or market share

Risk of technological obsolescence

4. Capital expenditures/research and development

Recent capital expenditures, past 5 years 
Planned capital expenditures, next 5 years 
Development of new products: history and typical cycle time

R & D budget

5. Facilities/equipment

Office or factory locations

Owned vs leased

Lease terms, renewal or purchase options 
Estimate of market value of facilities or lease 
Maintenance agreements

Expansion capability/capacity utilisation 
Proprietary equipment

Depreciation schedules and major equipment listing

6. Reporting and control systems

Financial accounting and controls

Stock measurement and control systems 
Cost measurement

Production standards

Scheduling

7. Management

Personal information on directors and officers, including references 
Organisation structure

Employment contracts and remuneration 
Incentive plans and fringe benefits 
Retirement and pension plans

Reputation and morale

8. Employees

Employee count by location and function

Cost of staff, including summary of hourly categories

Details of outsourcing arrangements 
Salary packages

Union history: present and past

Union agreements, if applicable

Labour relations

Personnel policies

9. Litigation

10. Patents, trademarks, copyrights and licences
11. Governmental regulation

Health, safety and environmental issues

Import issues

12. Pension and profit sharing plans

13. Contingencies

Warranties

Product liability

Insurance (coverage levels and outstanding claims)

Disputed taxes

Contracts/obligations to be assumed

Off balance sheet liabilities

14. Financial results

a. 
Profit and loss account

Sales and margin breakdown by product

Cost of sales

Overhead and administrative expenses

Outlook for future, including sensitivity to recession 
Discretionary expenses

b.
Balance sheet

Working capital needs

Review of debtors (including ageing, concentration and bad debt history)

Review of stock

Review of debt/term loans; copies of loan agreements

Review of prepaid and accrued expenses and accounts

Review of reserves and customer claims

Review of fixed assets (type, location, .date of acquisition, recent appraisals)

15. Miscellaneous financial information

Forecast profit and loss accounts, including major revenue and cash assumptions

Auditors' management letters

Tax status

Tax and book value of assets

Depreciation policies (book and tax) for capital assets 

Copies of tax computations (3 years)

Previously expensed assets still used

16. Corporate documents

Articles of Incorporation, including all amendments

Shareholder agreements

Minutes of all meetings; both directors and shareholders

Samples of share certificates, share option agreements and any other outstanding securities
Reproduced from the Appendix in excellent (but older) book ‘Complete Guide to Selling Your Business’ by Grant Thornton 
Other lists available 
