[image: Innova logo without tagline.jpg]
Due Diligence Request and Response for <<ACME>>
Page  of 










While we realize that you probably have answered many of these questions a thousand times in as many documents, we ask that you provide the information requested in this document in “our” format. This makes it quicker for us to work with and move the due diligence process forward faster.
[bookmark: _hj34jsos8yx8]Instructions:
1. Please use this document online to answer most of the due diligence questions. Provide your answer by replacing <answer> inside the box provided. (You can prepare your answers offline in whichever software you wish, and then cut and paste.)
2. Feel free to cut and paste from existing documents you might have, but make sure you answer the questions. Also, feel free to upload additional information or documents to the drive to support your answers, but make sure you reference the document in your answer and give it a name as per below.
3. Where we ask for files or spreadsheets, please upload them to the private Google drive for your company and name the files as follows: <section number>-<company name>-<Document title> For example, 5-year financial projections that refer to section 6.5 for Acme Corporation should be named something like “6.5 - Acme Corporation - 5 year financials.xlsx”
4. Some questions may not be relevant to your company. If that’s the case, please note “not relevant” in the answer box.
5. Please make sure to mark files “confidential” where appropriate.
6. We don’t like surprises, so if there’s anything you feel is pertinent to your business that we should have asked, feel free to add it to the Additional Information section at the end of the document.
7. If you’re unfamiliar with Google Docs, there are plenty of tutorials online. In general it’s very much like Microsoft Word, except that you don’t have to save your work - this is done automatically. Any changes are available to you and us immediately, which avoids the back and forth with documents over email. In addition, we will use the comments feature to ask for clarification if needed.





1. [bookmark: _7vesxdx36ppo]Product or Service
In this section we are looking to better understand what product or service you will offer to your customers and what value you provide those customers. (Note that we will mostly refer to “product”, but we mean product, service, widget, software, device, etc.)

1.1. [bookmark: _44j3ahgfw3g]Description for Dummies
Briefly describe what your product is or does. How would you explain it to someone that is not an industry insider? (i.e. skip the jargon and acronyms)

	<answer>


1.2. [bookmark: _5rfteej3cq8u]Detailed Description
Describe your product in detail.

	<answer>


1.3. [bookmark: _gume7hbwiu5]Value Proposition
Describe what value your product provides to your customers. Does it solve specific problems? Does it reduce cost? Does it add revenue? Where does this fit on the customer’s list of priorities?

	<answer>


1.4. [bookmark: _fjef7e1rjt02]Status
Describe the “market readiness” of your company? What is the company’s history? Is your product already on the market, or is this a promising project in a research lab?

	<answer>


[bookmark: _anvequag3civ]


2. [bookmark: _zhlol9wqqml0]Market
2.1. [bookmark: _ta3q0uu9eb3c]Customers
Who is your customer? (note that the user and customer are not always one and the same) How many potential customers did you talk to and what did you find out? How did this feedback change your product offering? (please provide any notes from customer interviews as files)

	<answer>


2.2. [bookmark: _6pf34wehyzu]Size
How large is the total addressable market (TAM)? How did you assess the market: top down, bottom up, actual customer feedback? (please provide any 3rd party research you have as files)

	<answer>


2.3. [bookmark: _at32si8zigwx]Competition
Describe what other companies are solving similar problems for your customers. How are these different or less effective? How large are the competitors and what percentage of their business are you attacking? Why couldn’t your competitors emulate your product? How does your pricing compare?

	<answer>


2.4. [bookmark: _i5d2bb7yv97g]Value Chain
Describe how this market works? How does money flow from raw materials to the end-user of the product?

	<answer>


2.5. [bookmark: _jjak4a2gg63f]Existing Business Models
How do products currently get sold in this market? Direct? Internet? “Feet on the street” sales force? Distributors? 

	<answer>



2.6. [bookmark: _1getbn5cwn8i]Stakeholders and Decision Makers
What does the sales process / cycle look like? Who all is involved in the decision process? Who writes the check to purchase the product?

	<answer>







3. [bookmark: _ee3ysduzo0we]Team
3.1. [bookmark: _7h1bjra1g5ig]Existing Team
Who is currently on the team? What function does each person have and how does their experience fit with this role? How long have you worked together? Have you gone through stress and hardship together? Feel free to paste a link to a LinkedIn profile.  (please provide resumes / bios in separate files)

	<answer>


3.2. [bookmark: _iqkj2j10t07x]Board Members
Who is currently on your board? What role or value do they bring? How well do you know them? Are you compensating them? Feel free to paste a link to a LinkedIn profile. (please provide resumes / bios in separate files)

	<answer>


3.3. [bookmark: _y82izqs7trfd]Advisors
Who are your advisors? What value do they bring? How well do you know them? Are you compensating them? Feel free to paste a link to a LinkedIn profile. (please provide resumes / bios in separate files)

	<answer>


3.4. [bookmark: _xgqfm7m9lmf7]First Hires
Who will the first 5 people you hire be and why?

	<answer>


3.5. [bookmark: _7rhfn5o76iiu]Service Providers
Please provide details on any service providers you currently use, or plan to use: lawyers, accountants, consultants etc.

	<answer>


3.6. [bookmark: _97erodnwm053]Org Chart
If you already have one, please provide a file. If not, you can change the one below by double-clicking the chart.

	Jane Doe
CEO
John Appleseed
CTO
Patricia Golden
VP Sales
Jerry Jackson
VP Operations



3.7. [bookmark: _ipxw354ddpp1]Resumes
Please provide resumes etc. as files.




4. [bookmark: _t14e7wxsccq]Technology
4.1. [bookmark: _a6sf0cdskpfv]History
What is the history behind the technology?

	<answer>


4.2. [bookmark: _lq2fk48gf3t8]Foundations
If your product or architecture uses any foundations/frameworks etc. explain how they are used.

	<answer>


4.3. [bookmark: _9t2ubmpcpptj]Market-readiness
Where is your product on the scale from “prototype in the lab” to “ready to produce or manufacturing at large scale”? 

	<answer>


4.4. [bookmark: _j88opnwznvy5]Intellectual Property
Describe how you will protect your IP: patents, trade secrets etc… If you have any IP filed, what is its status. (Please provide patent numbers if applicable)

	<answer>


4.5. [bookmark: _en8yd0v6sac5]Licenses
Do you have, or will you need any licenses to use any of the technology in your product? If so what are the terms of these licenses? (provide actual license documents as a file)

	<answer>


4.6. [bookmark: _bemb6ij28khr]Regulations
Does your product require any regulatory approval or adherence? (FDA/EPA/USDA/ISO etc…) If yes, please provide detail here on what is required and what the status is with regards to these requirements. Provide details on who on your team has experience working in a regulated environment.

	<answer>


4.7. [bookmark: _8cslznvpph5j]Manufacturing
How will you produce or manufacture your product? If you do this in-house, what capacity does your current facility have? When will you have to upgrade and how much will that cost? If you outsource, who with? Why did you choose this partner? What references did you check? Can they scale with you?

	<answer>


[bookmark: _mvs9a0q5n532]
[bookmark: _x6u43at3mlib]

[bookmark: _42nvyusa6kfg]
5. [bookmark: _7k2rney5nq6b]Go-to-market
5.1. [bookmark: _5shblejxm67c]Marketing and Promotion
How do you anticipate creating awareness for your product? Why should your potential customers care?

	<answer>


5.2. [bookmark: _l6z65u25j32h]Network and connections
What connections does your company have to get an “audience” with a potential customer or key opinion leader (KOL)?

	<answer>


5.3. [bookmark: _kj4gcdv8w37q]Distribution
How does the product get to the user? Who are your partners in this market?

	<answer>


5.4. [bookmark: _ql5jw63z56wu]Pricing
How did, or will you establish the price of your product? What are the margins?  Is there a tiered model, or discounting model? Is all this typical in the industry you operate in? Are prices dictated by a third party?

	<answer>


5.5. [bookmark: _a47yr1g22eaz]Compensation
If you have commissioned salespeople (W2 or 1099) how will you compensate them? How much can a good sales person make? Is it in line with this industry?

	<answer>


5.6. [bookmark: _xzbm11bdrk5u]Existing Customers
Provide an overview of existing customers and your customer pipeline. Highlight the most important ones below.

	<answer>


[bookmark: _u3g2jusv1z]
[bookmark: _svcadrazpcsc]

[bookmark: _31cqdf9tbr0v]
6. [bookmark: _emay9zjf6epl]Exit
6.1. [bookmark: _kn04pvd5z3az]Value Creation
What specific milestones does the company need to complete over time to create value and attract strategic interest?

	<answer>


6.2. [bookmark: _a0f754ao6yzv]Acquisition Targets
Who will acquire this company and why?

	<answer>


6.3. [bookmark: _siudziaxz6vi]Value Creation
How do acquisition in this industry get valued? What specific metrics drive higher valuations?

	<answer>



[bookmark: _8r0qn3l2m44h]

[bookmark: _8pf7jb5x8ads]
7. [bookmark: _nzvo4th9isb7]Financials
7.1. [bookmark: _xz7ha1un2hd]Assumptions
Most financials are based on assumptions. What assumptions drive your business model and explain why you made the assumptions you did.

	<answer>


7.2. [bookmark: _rhg08nc0xklm]Margins
Describe and explain the various components that will drive your margins: cost-of-goods-sold (COGS), customer acquisition cost, overhead, post-sales service cost, channel cost, commissions, etc.

	<answer>


7.3. [bookmark: _a36s38gcamdo]This Round
Assuming you raise the full current round, how far will this cash get you? What value creating milestones will you have met at the end?

	<answer>


7.4. [bookmark: _omn5l1foe08h]Cash Flow Breakeven
How much additional capital will you need to get the company to a sustained cash flow positive position?

	<answer>


7.5. [bookmark: _928isajandle]3-, or 5-year plan
Provide a spreadsheet (not PDF) of your financial model with formulas.
7.6. [bookmark: _j9p03za5znle]Historical Financials
Provide any historical financials you have for the company.





8. [bookmark: _qhikl1nzom3z]Investment
8.1. [bookmark: _n3qil53n8sba]Current Round
Provide details on the current round: Amount being raised? General terms? How much is already committed and by whom? Did you “spend” any of the commitments yet? Who else are you talking to with regards to the investment? 

	<answer>


8.2. [bookmark: _c5sv4uq717py]Reimbursement of deferred or accumulated cost
Have any founders, employees, contractors etc. been working under any deferred payment plan? Is anyone expecting to get paid deferred salaries or payments upon close of this investment round?

	<answer>


8.3. [bookmark: _xcll8535ohk3]Prior Rounds
Have you raised any investment capital prior to this round? If yes, please describe the terms and firms/individuals in detail. Provide a file with a capitalization table.

	<answer>


8.4. [bookmark: _1yut26ncbk9]Future Rounds
Are you anticipating any funding needs after this round? If yes, how much and when? Please list any investors that told you “This deal is too early for us, come back when you have $3M+ revenue.”.

	<answer>


[bookmark: _i2w02ka7g2os]




9. [bookmark: _4p9asodid4uk]Contracts, Documents, Etc.
Please provide files of the following:
1. Company’s Charter/Bylaws/Operating Agreement/Share Purchase Agreements
2. Contracts with vendors, suppliers, service providers
3. Employment agreements
4. Non-disclosure Agreements
5. Non-solicitation Agreements
6. Employee separation agreements
7. Customer Pitch Deck
8. PDFs of marketing/sales collateral 
9. Business Plans
10. Investors Pitch Deck
11. Other contracts or obligations of the Company.
12. Any regulatory audits the company may have been subjected to in the past.
13. Any legal proceedings the company is, or has been involved in.

	<answer>


[bookmark: _qruwyolppm1q]
[bookmark: _v8yb9y2ht83o]

[bookmark: _ait75l6n966a]
10. [bookmark: _waivhy3jy7ot]Additional Information
We don’t know your business as well as you do (yet!), so we might not have asked all that we should have. Please provide additional information below and provide references to other files you may have uploaded to the Google drive.


	<answer>
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