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Standard Due
Diligence Checklist

BASIC CORPORATE DOCUMENTS

FINANCIAL INFORMATION AND ACCOUNTANTS" AND
AUDITORS' REPOR

STOCKHOLDERS

1.1 Charter documents and by-laws and related documents, as .
amended, of the Company. 3.1 Reports (“managgment letters” and “audit letters”) of th.e

1.2 Minutes of meetings of the stockholders and Board of Qgﬁgggﬁggta;:étggscglrjnnq!%esjrgg/etg\l?rgsogp tahney,crglrﬁgr;%;o
Directors and each Committee of the Board of Directors of the dmatt hich durina th  audit ’
Company, including any specific authorizing resolutions. and matters which arse during the course of audits. :

: . 3.2 |Management replies to accountants’ management and audit

1.3 Summary of the equity structure of the Company showing the letters
number of authorized and issued and outstanding shares of : , , :
each class or series of common and preferred stock and any 33 | Letters to the independent auditors from lawyers with
other capital stock or other equity interests and the holders respect to the lawyers’ work on matters for the Company
thereof, together with information regarding all related ("audit repsonse letters”) for the last 3 fiscal years
options, warrants and other rights to acquire capital stock, 34 | Audited or reviewed financial statements for the last 3 fiscal
including phantom stock and conversion rights. years for the Company.

14 [ Alist oft§tates in which the Company is qualified as a foreign 35 | Quarterly income statements since the date of the most
corporation. — — recent audited financial statements.

= Cforr;lor?ft.e management organization chart including fitle, 36 | Internal financial projections and all supporting information.
of all officers. , .

16 Biographies of all officers and other members of senior 3.7 Copies of all current budgets, forecasts and business plans.
management. 3.8 Summary of sales volume for most recent year.

1.7 Materials (including financial projections), to the extent 3.9 Current project/pipeline report.
available, distributed to Board of Directors of the Company, or 3.10 | List of any off-balance sheet liabilities not appearing in the
any committees thereof, in connection with meetings of such i tfinancial stat is (including the not
Board or such committees. most recent financial statements (including the notes).

3.1

Summary of accounting policies to the extent not disclosed
in the financial statements.

2.1 Al stockholder or similar agreements with respect to the Company.
22 Atﬂy kSrt]Otlig purchase or StlﬂbSCFtiptilgr? ?dgreements with 4.1 Summaries or memoranda regarding all threatened,
SLOCKNOIGErS Or prospective Stocknolders. outstanding and concluded litigation and arbitration
23 | Any agreements relating to preemptive rights or other proceedings to which the Company is or was a party during
preferential rights of stockholders. the last three years containing the following information:
- . ” parties, description of claim or threatened claim, nature of
2.4 Anyta?r?en?(ents restricting the sale or other disposition of proceeding, date and method commenced, amount of
capital stock. damages or other relief sought and, if any, paid or granted.
2.5 Any agreements or plans concerning outstanding or proposed . :
: L 42  Summaries or memoranda regarding all governmental and
stock options, warranFs or Slm"?r r|g.hts. . administrative investigations, proceedings and arbitrations,
2.6 Any agreements relating to registration rights of stockholders. whether pending, threatened or concluded during the last
2.7 Any claims, liens, encumbrances, security interests, options, three yegrshl_nvolvhmg the Cqmpany, ahny officer or any
charges or restrictions related to capital stock. director in his or her capacity as such.
: P . b All consent decrees, court or administrative judgments or
2.8 Any other agreements that define or limit the rights of e > o
stockholders, including restrictions on voting rights and all or(gle.rts., set]EItehmegts, etc., requiring or prohibiting future
outstanding proxies. activities of the Lompany.
29 Applicable trust agreements and other similar documents, if
any shares of capital stock of the Company are held on
behalf of stockholders in a fiduciary capacity. 51 | Contracts relating to the acquisition or sale of any properties
or equipment (excluding sales of inventory) during the last 3
years for consideration exceeding $__, in value.
5.2 Contracts contemplating an aggregate exchange of value of
., or more.




STANDARD DUE DILIGENCE LIST

5.4 Material guarantees and similar agreements. 6.1 All'regulatory filings, licenses, permits, consents & regulatory

5.5 Material agreements relating to product warranties. gﬁgirr?ggsls required to enable the Company to conduct ts

5.6 Material sales representative, marketing, agency or - : PR

P : 6.2 Material correspondence, if any, alleging violation of or
distributorship agreements. demanding compliance by the Company with laws,

5.7 Material government contracts, including contract number, regulations, etc. or requests for information pursuant to
name of program, product description, backlog, whether sole applicable laws, including antitrust laws, securities laws,
source or not and period of performance. environmental laws, worker safety laws and employment laws.

5.8 Agreements entered into for future material capital 6.3 List of any violations of governmental laws or regulations
expenditures. currently pending, as well as all such violations for most

5.9 Agreements relating to restrictions upon competition or recent three years.
restricting or purporting to restrict the ability of the Company 6.4 Material reports to governmental agencies for most recent
to engage in any type of business or to operate in any three years (e.g.EPA, OSHA).
geographic area. 6.5 List of all governmental filings and consents required for a

5.10 | Indemnification agreements for directors and officers. purchase of the stock of the Company.

5.1 | Agreements relating to the purchase or sale by the Company
of securities (equity or debt) of the Company in addition to _
those undertem 2.2, DEBT ARRANGEMENTS

Aol . 7.1 A schedule summarizing short-term and long-term debt and

5.12 | Confidentiality and nondisclosure agreements. capital lease obligations of the Company, (setting forth the

5.13 | Partnership, joint venture, co-development, cooperation and obligor, the lender, principal amounts outstanding, interest
similar agreements. rates and maturity dates, or, in the case of capital lease

5.14 | Contracts (excluding employment agreements and other obligations, payment schedules, for each such item).
benefits arrangements but including loan agreements) with 7.2 All principal documentation relating to actual or contingent
officers, directors, employees or any significant stockholder of indebtedness (including all letters of credit, surety bonds,
the Company. loan guarantees, bankers acceptances, swaps and similar

L ts) of the Company, (including any amendments,

5.15 | Samples of all form purchase and sales orders, invoices and arrangemen -
other forms of agreements and instruments regularly used by walvers or consents relating thereto).
the Company. 7.3 The results of a lien search recently conducted with respect to

5.16 | Contracts containing termination or other provisions triggered the Company.
by change of control or disposition of assets of the Company,
and contracts requiring the consent of any third party in the

COLLECTIVE BARGAINING AGREEMENTS AN D
event of a sale of the Company, or of assets of the Company. EMPLOYEE BENEF IT PLANS

5.17 | Material computer (hardware and software) contracts and . Iy
similar arrangements. 8.1 Collective bargaining agreements.

i ; 8.2 All severance agreements and agreements providing

518 | License, royalty and franchise agreements. compensation or other consideration upon sale of or change

519 | Contracts with financial advisors for the sale of the Company, in control of the company.
or any of their assets. 8.3 Agreement with payroll service provider.

5.20 | Material purchase contracts for raw materials, supplies, . . :

: i : ; 84 Schedules of salaried and hourly workforce showing their
senvices & inventory between the Company and third parties. current compensation rates and breaking out employees by:

5.21 | Material sales contracts, all other contracts relating to the a. Geographic location
supply, storage, service, management, license, research and b. Function
development or distribution of the Company’s products, c. Age
goods, services, equipment or property, including all open d. Years with the Company
purchase orders. e. Participation in employee benefit plans

522 | Commodity, interest rate and currency exchange agreements f._Part-time vs. Full-tie
and all other derivatives and financial products, and a 8.5 All employee benefit plans (including retirement, pension,
schedule showing current exposures thereunder. supplemental retirement savings, stock option and other

. health benefit and welfare plans) together with trust

523 | Allemployment agreements and consulting agreements. agreements and the most recent actuarial report as to funding

5.24 | All sale and lease-back arrangements and construction of the plans, and all annual reports relating to such plans.
contracts. 8.6 Deferred compensation and similar agreements.

8.7 All notices to the Pension Benefit Guaranty Corporation
(“PBGC”) concerning reportable events under the Employee
Retirement Income Security Act (ERISA").
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8.8 List of any “reportable events,” “prohibited transactions,” 9.8 For each taxing jurisdiction, copies of memoranda, reports
‘complete withdrawals,” and “partial withdrawals” with and other documents, if any, relating to any administrative
respect to all pension plans. proceeding or tax litigation involving an issue relevant to

8.9 Documentation of any audits, investigations or reviews being the Company (excluding documents clearty protected by the

conducted by theIRS, Department ofLabor or PBGC with gtlfal}'tgr)' work-product privilege and involving an ongoing

respect to any plan and any administrative proceedings in pute).

connection therewith. 9.9 Copies of any agreements of the Company that, if a change
- of control of the Company would give rise to disallowance of

810 | Employee Handbook(s)Rolicies andProcedures) a deduction under § 280G of the Internal Revenue Code (the

8.11 | All bonus and incentive plans, including: “IRC).

a. Plan document and amendments; . )
b. List of employees entitled to bonus and amount of award; 910 | All tax-sharing agreements affecting the Company.

and 9.1 | Quarterly Statements of Deposit and Filings for the last 3
c. Form of agreement under plans. years.
8.12 | A description of any and all strikes, lockouts, slowdowns and 9.12 | Payments to contractors [1099's].

other labor disruptions at any of the Company’s facilities in
the last five years and any claim of unfair labor practices or

petitions filed with the National LaborRelations Board with REAL PROPERTY

respect to workers at the Company in the last 3 years. 10.1 | Ust of all other facilities with locations thereof (including age,

8.13 | Alist of all employment-related claims brought against size and whether owned or leased) and a description of the
the Company within the past three years (e.g., wrongful business purpose of each such facility (e.g., manufacturing,
termination, unlawful discrimination, sexual harassment, etc). warehousing, office space).

10.2 | Leases and rental agreements, including subleases and

concession agreements, brokerage agreements, non-
Vb T 255 disturbance and attornment agreements and related

9.1 All federal, state, local and foreign tax returns for the last assignments, letters of credit, if any, consents granted,
three years. estoppel letters, list of security deposits and all amendments,
9.2 Schedule of unused loss and credit and carry forwards for the in respect of real property owned or leased by the Company.
Company, by taxing jurisdiction, including date of expiration 10.3 | Deeds related to all real property owned or used by the
and any applicable restrictions on use. Company.
9.3 Copy of any tax indemnities given by the Company, in 10.4 | Surveys, legal descriptions, title insurance policies (including
connection with a sale of stock or assets which remain in copies of all documents of record), and appraisals with
effect; copy of any indemnities received by the Company, in respect to all real property owned by the Company.

connection with a purchase of stock or assets; and list of any
claims made or, to the knowledge of the Company proposed o
to be made under any such indemnities.

9.4 Brief description of all tax issues involving the Company

10.5 | Copies of all notices of municipal violations affecting any
property owned by the Company.

10.6 | Evidence as to the zoning status of the properties and
for which a reserve has been established on the financial %%?]?'V;ﬂon compliance for any property owned by the
statements, including the amount of the potential exposure pany.

and the amount of the reserve. 10.7 | To the extent not provided in response toltem 7.2, copies

TR . f all loan agreements, mortgages, assignments, security
9.5 For each taxing jurisdiction, schedule of last tax year for which ° i -
an audit was completed, all open tax years and all open tax agreements, andJCC-1's, if any, encumbering any property

years that presently are under audit if the audit concerned or owned by the Company.

concerns issues relating to the Company, as a result of the 10.8 | Itemized list of all easements, liens, restrictions, violations,
last completed audit, indicating which issues are recurring covenants and agreements of any kind affecting any property
(and in addition any such adjustment involving a recurring owned by the Company.

issue which was required as the result of the most recent
audit prior to such last audit). For each taxing jurisdiction,
schedule of proposed adjustments raised orally or in writing
for which the amount involved exceeds $__,__.

9.6 Copies of IRS Forms 941 (Company’s Quarterly Federal Tax

Return) and 940 (Company’s Annual Federal Unemployment

10.9 | Copies of all certificates of occupancy, fire underwriters’
certificates and other licenses and permits affecting any
property owned by the Company.

(RUTA) Tax Return). 11.1 List of all machinery and equipment material to the operations
9.7 Copies ofinformation Document Requests,Notices of of the Company including computers and other data
Proposed AdjustmentsRevenue Agent'sReports and other processing equipment.

written materials (and any such documents or materials
relating to any state, local or foreign tax inquiry) received
from any tax authority in connection with disputed items P
and proposed adjustments for any governmental tax audit !ﬁtﬁgrss gifg?dlgrg;?gl’ crc(J)n%erPts granted and all amendments,
that involves one or more issues relevant to the Company, P P property.

and that has not been terminated or, if terminated, pertains 11.3 | Warranties and guarantees still in effect with respect to

to a potentially recurring issue. Schedule of any tax litigation material personal property owned by the Company.

pending or proposed, including issues and amounts involved.
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11.2 | All material leases and rental agreements, including
subleases, concession agreements, assignments,
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ENVIRONMENTAL MATTERS

INSURANCE; RISK MANAGEMENT

12.1 | All environmental assessment, audit or compliance reports 13.1 | Allinsurance policies (and all binders and certificates related
(including internally generated reports and memoranda, as thereto) of the Company (including, without limitation, all
well as those of outside consultants) concerning any aspect casualty, general and products liability, property, workers
of the operations of the Company, or in connection with compensation, directors and officers liability, key man and
any real property currently or formerly owned or leased or excess policies) for the current policy year and for the four
occupied by the Company. previous years (property policies for the current year only).

12.2 | Environmental budget information, including anticipated 13.2 | All correspondence relating to cancellation or nonrenewal of
capital and operating expenses over the next three years, and any policy during the last three years.

a schedule of any material environmental matters identified : : : : -
or anticipated beyond that time frame for the Company. e :Qi?rtw:etéoceraerl:tmg to insurance claims experience for the

12.3 | A schedule of reserves recorded by the Company, for loss - - , I
contingencies in connection with environmental matters, 134 | Al correspondence E.elahr}g .toh?n |r_1t?]urers dﬁlmauon g-f
including remediation projects and litigation. coverage or reservation of rghts with respect 1o a pending

claim, or aggregate of claims arising from the same

124 | All documents relating to any releases, discharges or disposal circumstances, of over$__,
of any material on or from any real property currently or o : P :

i 13.5 | A description of each self-insurance, fronting, risk retention
formerly owned, operated or occupied by the Company. and captive insurance program of the Company, and actuarial

12.5 | All notifications received from any federal, state, local studies relating to each such program.
or foreign governmental agency of violations of any
environmental laws by the Company.

12.6 | All notifications received by the Company, from any federal,
state, or local governmental agency or any other person 14.1 | Alist of all registered copyrights, trademarks, service marks,
of any potential liability of the Company, under the logos, patents and other material intellectual property
Comprehensive Environmental Response, Compensation and (including all prior or pending applications therefore) owned
Liability Act (“CERCA” or “Superfund”), the Resource or licensed by or to the Company, and copies of all
Conservation and Recvoery Act ("RCARA”) or similar federal agreements and instruments relating to the acquisition,
or state statutes, and any documents relating thereto. assignment, licensing, ownership and registration thereof.

12.7 | A summary of all other claims or proceedings against, or 14.2 | List and description of material pending or threatened claims
investigations of, the Company by any governmental agency for infringement or other violations of proprietary rights.
or any other person relating to the release or discharge of 123 | A - :

il ; : i : greements, policies or other arrangements relating to
22&?3?@2%;??%?&32;'ronment or in connection with proprietary rights of employees in products of the Company,
: (including royalty or other fee arrangements).

12.8 | A schedule identifying all underground and aboveground : - -
storage tanks currently or formerly owned or operated by the 14.4 ﬁ Ilfgeoge(l)llmln;?]rnet domain names held, assigned to or used
Company or located on any of the property owned or y pany.
operated by the Company. 145 | Alist of all software (including open source software) owned,

12.9 | All documents and other information regarding equipment and licensed or used by the Company.
fi)|<tU{es (l:(%ntair}ing polycl:hlﬁtrigaltledtbi)plhen%/I%( F;CBs”) [(?Hg.,
property owned or operated by the Company. MAREENINGO ROl

: : : 15.1 | Alist of the top ten suppliers or vendors of raw materials,

12.10 | Documents and other information regarding asbestos- packaging or other materials (including a description of the
containing materials, the condition of any such materials, e E ;

: P, types and quantities of items purchased from such suppliers
and any abatement, removal or renovation activities recently and vendors) for the past three years
completed or currently being conducted or planned at any of P years.
the property owned or operated by the Company. 152 | Copies of sales brochures and other marketing materials

12.11 | All environmental permits relating to the operations of the Ezz?r?éggebsy the Company about the Company or any of its
Company and documents and other information relating to .
compliance with such permits. 15.3 | All press releases issued by the Company within the past

three years.
15.4 | Documentation relating to the Company’s 1SO 9000 status.

on the web at: www.lexcapgroup.com
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Lexington Capital Group, LLC is a Chicago-based, boutique investment bank that provides a

full-range of investment banking and financial advisory services tailored to the needs of lower and
middle-market businesses. If you would like to learn more about our financial advisory services visit us




