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PRIVATE DEBT
DUE DILIGENCE QUESTIONNAIRE


INSTRUCTIONS
Please read the following instructions before completing this questionnaire.
· Please complete the questionnaire in MS Word format.  If you submit a PDF document as your official work, it must accompany the original document in MS Word format.
· Please complete all questions.

· If a question is not applicable, please answer N/A.

· Please maintain the integrity of the document and complete answers under each question or attach with clear reference.

· For attachments, please reference the page and number of the question.  Attachments should be, if possible, in MS Word or Excel format.
· In your email response, please state in the subject line:  

“DDQ-Firm Name-Strategy Name-Date”
· Please submit only one strategy per email. 

· Please send your response to Research@BogdahnGroup.com & justinm@bogdahngroup.com 
Thank You,

      The Research Group
INSERT COMPANY 



LOGO HERE


DUE DILIGENCE QUESTIONNAIRE


Offering under review:  
xxx



FIRM CONTACT INFORMATION

1. Please attach ADV Part I, Part II A and Part II B.
2. Name of Firm
3. Headquarters Address
4. Address of Servicing Office

5. Contact Identification

i. Name

ii. Title

iii. Telephone Number

iv. Email Address

ORGANIZATION AND STRUCTURE

6. The firm was founded in what year?
7. Please describe your organizational structure.
8. Provide a table with the number of owners and distribution of ownership.
9. What is the relationship of owners to the firm?
10. Please describe the history of your firm (including any prior working experiences the founders and/or key investment personnel may have had together).

11. Please explain any previous changes to your organizational structure and/or distribution of ownership.

12. Please describe any anticipated changes to your organizational structure and the reason(s) for those changes.

13. Describe your future business plans with regard to direct lending investment management, specifically addressing the firm’s plans with respect to new lines of business and/or investment advisory services.  
i. Discuss the total number of accounts and assets that will be accepted.  
ii. Identify any plans for additions to professional staff in relation to growth of accounts or assets.

14. If your organization has multiple office locations, please describe the general role and functionality of those offices.

15. Please describe any major business affiliations and/or joint ventures that your organization participates in.
16. Is the firm registered as an investment advisor with the SEC?

17. Has the firm, its parent organization, subsidiaries, affiliates or any key personnel been subject to any litigation or legal proceedings related to investment operations during the past ten years?  If so, please explain.

18. Please indicate the face amount of insurance that the firm carries with respect to each of the following:

i. Errors and omissions:

ii. Fiduciary liability:

iii. Fidelity bonding:
19. Is your firm related by ownership or formal business agreement to any provider of brokerage services or other related services?  If so, please explain.

20. How does your firm address potential conflicts-of-interest between your firm’s various businesses?  Please identify any real or perceived conflicts between existing discretionary, non-discretionary, fund-of-funds, and personal investment activities.

21. Briefly describe the firm’s lending investment advisory services.  
i. Describe how the lending investment group fits within the context of the firm.  
ii. What conflicts of interests could exist between the investment group and other parts of the firm?  
iii. How are these potential conflicts, if any, managed?

22. Are any arrangements maintained whereby your firm or any individual within the firm pays referral fees, finders fees, soft dollars or other similar consideration or benefits to consultants, brokers or any other third party?  If so, please explain.
CLIENTS / ASSETS

23. 
Provide the following information as of September 30, 2013:

	Asset Class
	Assets Managed ($M)
	Number of Accounts

	Total Assets:
	
	

	   - Tax-exempt
	
	

	Total Private Equity Assets:
	
	

	    - Tax-exempt
	
	

	Total Lending Assets:
	
	

	    - Tax-exempt
	
	

	Other (please specify)
	
	


24. Allocation Policy:

i. How does your firm allocate lending investment opportunities between your separate account lending clients and the funds managed?  

ii. Describe how lending investment opportunities are allocated among clients and whether any clients or funds have preference or priority. 

iii. Do prior relationships factor into your allocation policy?  If so, how do they impact allocation policy and investment prioritization?  

PRIVATE MARKETS INVESTMENT PROFESSIONALS

25. Please describe the history of your lending investment group including when your firm first began   managing private markets investments.

26. Provide the following information on the number of your employees:
	Personnel
	Firm Overall
	Lending Group

	Total Employees:
	
	

	Portfolio Managers:
	
	

	Due Diligence/Research Analysts:
	
	

	Monitoring & Reporting
	
	

	Other Research/Analytics
	
	

	Relationship Managers, Client Service,

and/or Marketing:
	
	

	Administration:
	
	

	Other (specify):
	
	


Note: If some individuals divide their time between several of the above functions and/or you have employees grouped into another category, please explain.
27. Corporate lending Investment Committee / Key Decision Makers: Provide the following information for your firm’s lending investment committee members.  Please add additional rows as necessary.

	Name
	Title
	Role
	Years with firm
	Years of lending experience
	Number of lending investments executed
	Dollar value of lending investments executed
	Percentage of time dedicated to lending investments

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


28. Lending Investment Team: For those Credit investment professionals not on the investment committee identified in question 27 above, please provide the following information.  Please add additional rows as necessary.
	Name
	Title
	Role
	Years with firm
	Years of lending experience
	Number of lending investments executed
	Dollar value of lending investments executed
	Percentage of time dedicated to lending investments

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


29. Provide a brief biography for your firms key personnel with respect to corporate lending.  In doing so, please describe their experience working in corporate credit, the number of years they’ve worked together or known each other, and the nature of the relationship.

30. Provide a description of your firm’s compensation arrangements for corporate lending investment professionals.  
i. Do they participate in equity ownership?  

ii. If ownership is not available, is there a specific arrangement for sharing in the profits earned by the enterprise (e.g., salary, bonus, group/individual performance incentives, profit sharing, etc.)?  

iii. What other incentives are provided to attract and retain employees?

31. Within the corporate lending group, please list any turnover during the past five years (above the analyst level) and describe the reason for each departure.

PRIOR FUNDS AND INVESTMENT PERFORMANCE
32. For each previously offered funds, please provide the following information in the format shown below.  Please note that "fund type" refers to whether the fund was predominately-middle market corporate lending, venture, growth equity, buyout, special situations, mezzanine lending, diversified, and other.
	Fund Name
	Fund Type
	Inception Date
	Close Date
	Capital Committed ($M)
	Capital Invested ($M)
	Capital Distributed ($M)
	Net IRR
	Gross IRR

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


Note: If the fund is “diversified”, please state the target allocations for each sub-category.

33. Please provide explanations for any periods/funds reflecting significant relative out-performance or significant under-performance.

34. If available, please submit a letter from an independent certified auditor or third-party vendor attesting to the accuracy of the information provided and that returns were calculated according to CFA Institute standards.

FUNDS NOW BEING OFFERED/PROPOSED
35. Has the fund already identified specific investments at this time? If so, please list the initial Fund investments below, and provide deal slides as an attachment.

36. What is the fund’s target investment size? Is there a maximum percentage that can be represented by a single investment?  Please describe.

37. Provide the following general terms anticipated for the proposed fund:
i. Target Committed Capital:

ii. Minimum Investment:

iii. Initial Offering Date:

iv. Closing Date Schedule:

v. Commitment Period:

vi. Term of the Fund:

vii. Preferred Return:
viii. Target IRR:
ix. Management Fee:

x. Carried Interest:

xi. GP Commitment

38. If the fund has already had a closing, please provide the following information:

	Fund Name
	Target Commitment ($M)
	First Close Date/Next Scheduled Closing/Final Closing Date
	Drawdowns to date ($M)
	Commitments invested to date ($M)

	
	
	
	
	


39. If your firm offers customized separate account, please describe how this works and how you define this, including your minimum account size and the typical fees associated with such an arrangement.

40. How many separate accounts do you currently manage?  What are the total assets and ranges of account sizes?
INVESTMENT PHILOSOPHY AND PROCESS

41. Briefly describe your firm's views as to the current state of the corporate lending market and the opportunities and challenges facing investors. Please provide supporting data for your comments. .

42. Describe your corporate lending investment universe (i.e., deal flow), including how your firm gains access to opportunities that might otherwise be unavailable to new investors.  Please provide examples and clarify what you consider to be your universe (Enterprise value, EBITDA, etc)?

43. How far down in the capital structure are you willing to go (senior only, mezzanine, and percent of total value)?

44. Please discuss if you plan to originate loans to companies or acquire syndicated loans. Please discuss is you plan to originate and syndicate, or hold an entire loan. Please provide a target split between origination and buying syndicated loans. 
45. If the Fund’s strategy is to originate loans, please describe the protections you require as the lender? Please provide examples of these protections and if you have ever had to take over a company? To what degree does your strategy depend on upside participation in warrants, equity, etc? 

46. Please clarify how you structure your positing/order for loan proceeds and interest repayment? Are you typically first or last out?  Please explain how this ordering effects the overall risk and return profile of a loan?  
47. Describe how you perform initial screening among the universe of corporate lending opportunities available at any given time.  Include a description of any databases used to evaluate and select corporate lending investments and whether they were developed internally or purchased externally.

48. Describe your due diligence procedures when evaluating investment opportunities, including your financial, accounting, legal, and personnel reviews and reference checking processes.

49. Please describe the due diligence process for evaluating non-U.S. corporate lending and how it differs from U.S.
50. Describe the firm’s process for monitoring and servicing investments. Describe the firm’s existing accounting and reporting capabilities for corporate lending investments. What is the basis for portfolio valuations?  Briefly describe how you utilize advisory board seats to monitor fund investments.
51. What unique educational or client service capabilities can you offer clients?
52. Please decompose the Fund’s target returns by income, interest, principal payback, PIK, upside participation. What is the target investment multiple?
OPERATIONAL DUE DILIGENCE
53. Name the external accounting firm utilized.  Is the accounting firm nationally recognized?  How long has your firm had a relationship and used this accounting firm? Describe what functions they provide.
54. Who has authority to authorize cash movements?  Please describe the individuals involved and the system of checks and balance.

55. What is the procedure for cash reconciliation and who performs this function?
56. Which financial institution(s) are used to handle cash flows between Fund investors and the Fund’s investments?  How long has the firm had this relationship?
57. Does your firm have in-house and/or outside counsel? Please provide contact details?
58. Describe your business recovery/continuity plan.  When was the plan last tested and what were the results of the test?
FEES
59. Please supply the fee schedule that you apply to this account, stated as a percentage of assets under management and showing all breakpoints.

60. State the General Partners carried interest and describe how it is calculated.

61. Briefly describe the profit and loss allocation between the General Partner and the investors/limited partners in the managed fund.

62. Identify which expenses of the proposed fund the General Partner is responsible for and which are paid by the fund (e.g. organizational, administrative, overhead, etc.) and the estimated amounts of these expenses.

63. Will your fee be held for the duration of the contract?

64. Does the fee stated above include all services required to be performed as described in this Request for Proposal?

65. Please describe your billing policy, including frequency.
REFERENCES
Please supply the following information for each individual named in response to the questions in this section:

Name

Title

Organization

Telephone Number

66. Please provide five client references other than the current client. 

67. Please provide information for all clients lost during the last five years.
SUPPLEMENTAL INFORMATION
68. Please provide a sample due diligence report.

69. Please provide your firms standard DDQ.

70. Please provide a sample internal performance/monitoring report or an annual/quarterly LP report.

71. Please provide a copy of the Offering Memorandum for each fund, if applicable. 

72. Provide a copy of the Limited Partnership Agreement for each current fund, if applicable.
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