Due Diligence Checklist

I. Organization

A. Organization listing of corporate entities, listing brief summary of activity, state of incorporation, states where each entity is qualified as a foreign corporation, and as to subsidiaries, percentage ownership by the Company.

B. Charter, as amended to date, of the Company and each of its subsidiaries.

C. By-laws, as amended to date, of the Company and each of its subsidiaries.

D. Minute Books (director and shareholders' Meetings) of the Company and material subsidiaries for the last five years, together with the minutes of executive and other committees of the board of directors.

E. Stock record books of the Company and each of its subsidiaries.

F. Any agreements creating restrictions, liens or encumbrances on or relating to the transfer or voting of shares of the Company and each of its subsidiaries.

G. Agreements evidencing stock rights, warrants or options relating to the Company and each of its subsidiaries.

H. All stock purchase or asset purchase agreements pursuant to which any division of the Company or its subsidiaries was acquired or disposed of since the last five years.

I. Merger and consolidation agreements involving the Company and/or each of its subsidiaries.

J. List of jurisdictions with offices or permanent employees for the Company and each of its subsidiaries.

K. Partnership and joint venture agreements involving the Company and/or any of its subsidiaries.

L. ESOP, stock option, stock bonus, and other employee plans relating to the issuance of shares of the Company or covering the employees of the Company, together with any such agreements relating to any subsidiary of the Company.

M. All agreements under which any person has registration rights for securities of the Company or any of its subsidiaries.

II. Financial Matters 
A. Five years’ consolidated and consolidating audited statements of the Company (with access to auditors and work papers). 

B. All projections for each business, together with a description of assumptions used for projections and significant unusual items in historical data. 

C. Cash Flow Statements. 

D. All current loan agreements, bank lines of credit agreements, indentures, mortgages, deeds of trust, security agreements, or other debt instruments, including any guaranties of such indebtedness by either persons, of the Company and each of its subsidiaries and any correspondence with any lenders relating to any amendments, default, acceleration or termination of any of those agreements. 

E. Any take or pay contracts, letters of credit, etc., binding upon the Company or any of its subsidiaries. 

F. Management letters from accountants for the Company for the first three years and replies and action taken (together with reports and interim financial review letters issued by accountants). 

G. Auditor inquiry response letters (legal letters) of the Company received during the last three years. 

H. List of ten largest Company customers and percent of total volume for last three years. 

I. Subordination agreements. 

J. Expected capital expenditures over the next three years. 

K. Receivable aging which ties to balance sheet (comparative). 

L. List of assets held for sale or non-producing assets including notes, etc.; include lease and other obligations for these items. 

M. List of "prepaid assets,” "fixed assets," and "other assets"; include purchase date, purchase amount, and book value where appropriate. 

N. List of accruals and other liabilities for current year. 

O. Inventory schedule, inventory valuation (including assumptions), turnover and obsolescence reports. 

P. Resale certificates for the ten largest customers of the Company. 

Q. Details of owners' compensation for prior three years. 

R. Details of "short-term investments" category in financial statements for last two years. 

S. List of major vendor balances and payment terms included in accounts payable on prior two years Balance Sheet. 

T. Accounts payable aging which ties to balance sheet. 

U. Description of computer systems in use by the Company. 

III. Properties 
A. List of owned properties, their location, square footage, and uses. 

B. Title insurance policies and reports. 

C. Any recent appraisals. 

D. List of material equipment by plant and related net book value. 

E. Security agreements, mortgages, pledges, conditional sales contracts, and factoring agreements involving the Company or any of its subsidiaries or their assets. 

F. All material leases for equipment or real property leased by the Company or any of its subsidiaries, including annual rental and date of termination. 

G. All UCC (secured lender) filings affecting any property of the Company or any of its subsidiaries. 

IV. Tax Matters 
A. Tax returns for last five years for the Company and material subsidiaries. 

B. Tax authority audit reports, inquiries, revenue agent's reports, and settlement documents for the Company and each of its subsidiaries for the last six years audited. 

C. Statute of limitation waivers of the Company and/or any of its subsidiaries. 

D. General estimate of assets and liabilities which may have fair market or appraised value different from book values. 

E. General tax basis of assets and liabilities, non-expired I.T.C. (holding periods and amounts), and other tax considerations if a step-up were to be done. 

F. Copies of all correspondence, reports, and notices relating to any tax disputes or assessments with the relevant Tax Authority relating to the Company of any of its subsidiaries since the last three years. 

V. Employee Matters 
A. Employee contracts (including any termination or other agreements pursuant to which any officers or directors may be paid as a result of a change of control). 

B. Consulting and secrecy agreements. 

C. History of any potential union activity in the last three years. 

D. Employee size and profile by business segment. 

E. List of any pending employee legal action or other disputes. 

F. List of benefit plans. 

G. List of all full time and part-time employees for the last twenty-four months, their job function, start date, and quality grade. 

VI. Single Employer Plans 
A. Text and Tax authority identification numbers of all Plans, as amended to date (including any union plans). 

B. Most recent Actuarial Report. 

C. Most recent quarterly report from each investment money manager and from the operator of the cash reserve. 

D. Correspondence with respect to any Reportable Event. 

E. Information with respect to any terminated plan (or proposed termination). 

F. Identity and address of each trustee. 

VIII. Contracts 
A. Standard forms for frequently consummated contracts. 

B. Schedule of insurance coverage. 

C. Franchise, distributorship, dealer, royalty or sales agency agreements. 

D. Significant contracts for the purchase of materials, supplies, services, merchandise or equipment. 

E. Contracts for the sale of assets out of ordinary course. 

F. Retainer arrangements with professionals. 

G. Compensating balance arrangements with banks. 

H. Secrecy or non-compete agreements. 

I. Membership agreements or other relations with trade associations. 

J. Guarantees. 

K. Any agreements or letters of intent entered into by the Company or any of its subsidiaries relating to any acquisition or merger or sale and purchase of substantial assets. 

IX. Miscellaneous 
A. Schedule of all intellectual property including but not limited to material, patents, trademarks, trade names, service marks and copyrights owned or used by the Company or any of its subsidiaries and all registrations thereof, pending applications thereof or, licenses in respect thereof and legal opinions relating thereto. 

B. Permits, consents and governmental authorizations (broken down by business segment). 

C. Description of all pending or threatened litigation, including amount claimed and whether covered by insurance. 

D. Consent decrees, injunctions and governmental notifications of, and any penalties addressed for, violations of law.

E. Forms of trade secret or other confidentiality agreements entered into with employees, consultants or customers of the Company and each of its subsidiaries. 

F. Copies of purchase, licensing, assignment and royalty agreements to which the Company or any of its subsidiaries is a party relating to patents, trademarks, trade names and copyrights which are currently in effect. 

G. Brokers or finders' agreements. 

H. Any and all information including but not limited to documents, records, beliefs, plans, knowledge, projections not otherwise requested herein, in any form whatsoever, which may have a material effect on the buyer’s decision to proceed with contemplated transaction. 

