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DUE DILIGENCE QUESTIONNAIRE
Part 1

REQUEST FOR PROPOSAL GUIDELINES:

Part 1 – WORD Document

· Answers provided should be brief and to the point.
· Do not delete the questions – provide your answer beneath each question.

· The total number of pages for questions and answers should not exceed 40 pages – not inclusive of this cover page.
· If a question is not applicable, answer N/A.

· Maintain the current document formatting which is as follows:

· Margins: 0.7” top & bottom; 0.8” left & right 

· Paragraph Spacing:  Before 0 pts; After 6 pts

· Line Spacing:  Single 

· Font:  Calibri 11  

· Return the questionnaire in WORD format – not PDF. 

· Attachments should be submitted as Addendum Exhibit - reference the attachment in the WORD document as an Addendum Exhibit.  Attachments should be, if possible, in MS Word or Excel format.

Part 2 – EXCEL Document
· Please complete each tab in the “Part 2” Excel spreadsheet.

FIRM STRATEGY AND CONTACT INFORMATION

1. Firm Name:

2. Strategy Name:

3. Provide the name, title and contact information of the firm member filling out this questionnaire. 
Complete the General(1) tab in the Excel spreadsheet.

FIRM INFORMATION
4. Attach ADV Parts 1, 2A and 2B.

5. Does the Firm claim GIPS compliance? 
a) If so, has compliance been verified? Provide the name of the firm that completed the verification and as of what date. 

6. Provide a brief history of your firm including a timeline that captures all relevant organizational changes.

7. Discuss your organization type and describe the firm’s ownership structure.
a) List the principals and provide a breakout of ownership by percentage.

b) If the firm is privately owned, describe the ownership’s succession plan.

c) Describe any recent material changes to the ownership structure.

8. Provide your organization’s Mission, Vision & Values.  

9. List all companies related to the firm and discuss the nature of the relationship.

10. List the principals of the firm and explain owners’ involvement in the firm.

11. Do you anticipate any ownership changes of the firm over the next 12 months? 

a) Is this part of a succession plan?

12. How do owners participate in revenue and/or profit sharing?

13. If key personnel with ownership leave the firm, how are they compensated?  Is their ownership valued at the time of buyout or over future years?

14. What opportunities for ownership participation are available to employees?  

15. Identify how much money employees, in aggregate, have invested in the firm’s offerings.
16. What has been the average annual employee turnover of the firm’s portfolio managers and analysts over the past 10 years?

17. Provide an organizational chart.

18. Describe your disaster recovery plans.

a) When was the plan last tested and what were the results of the test?

b) How was the plan modified as a result of the test?

Complete the Firm Background(2) tab in the Excel spreadsheet.

ESG / SRI

19. Does your firm have an existing ESG/SRI policy? If yes, please provide a copy.

20. Please explain how your firm verifies that the ESG/SRI policy is being followed at the strategy level.

21. Has the firm undergone an ESG/SRI audit? If so, please indicate when the audit was conducted, the name of the auditor, the scope of the audit, and the frequency in which the audit will be repeated.
22. Please describe and provide examples of how ESG/SRI risks and opportunities were incorporated into the firm’s/team’s investment decision making process over the previous 12 months.

23. Do you perform ESG research internally, or do you utilize third party providers?

DIVERSITY AND INCLUSION

24. Is the firm considered any of the following: women-owned, minority-owned, both or neither?

25. Does the firm have a formal diversity and inclusion policy? If yes, please provide a copy.
26. Does the firm have a stated diversity and inclusion goal? If yes, please provide the stated target(s).

27. Please provide details on the firm’s efforts to attract, promote and retain women and minority employees.

Complete the Firm Diversity and Inclusion (3) tab in the Excel spreadsheet.

INVESTMENT STRATEGY

28. Attach an updated presentation/marketing booklet (“Pitch Book”) for the strategy under review.
29. Is the strategy under review included on any UMA or other wealth management platforms?
a) Include the name of the firm and the total assets managed from these relationships.

30. Describe the investment strategy and its philosophy.

a) What is the targeted/expected return?

b) What is the targeted/expected volatility and tracking error?

31. How has the strategy and philosophy evolved over time?

32. How did your firm arrive at the investment philosophy?

33. What do you believe distinguishes this strategy from other similar strategies? 

Complete the Investment Strategy(4) and Investment Philosophy (5) tabs in the Excel spreadsheet.

INVESTMENT PROCESS

34. Explain the investment process:
a) Is it top-down, bottom-up, or some combination of both?
b) Who is involved in the process?
c) What are the different roles in the process?

d) Detail the use of external third-party inputs into the process.
e) What is the investable universe? Please include those sectors that are outside of the preferred benchmark.

35. What do you view as the strategy’s competitive edge?    

Complete the Investment Process(6) tabs in the Excel spreadsheet.

PORTFOLIO CONSTRUCTION AND RISK MANAGEMENT

36. Describe the investment research process for the strategy.
a) Define and describe the universe utilized to select a potential investment. 

b) Who is responsible for making the final decision on portfolio construction? If team-based, provide the names of individuals involved and how the decision is made (i.e., majority, unanimous, etc.).

c) Who is involved in the individual security due diligence process?

d) What are the different roles within the process? 

e) How are ideas sourced? 

f) What percentage of research is performed in-house versus through sell-side/external sources?

g) Describe the content of any utilized third-party research.

h) If the strategy invests in corporate debt does the investment team conduct company visits or meet with company management teams?

i) If the strategy invests in non-US sovereign debt does the investment team conduct country visits or meet with international finance officials (i.e., government or central bank officials)

j) What firm-produced documentation do you utilize in evaluating an individual security?

37. What is the team’s approach to position sizing? 

38. Explain the sell process in detail.

39. What is the expected holding period for an investment?

a) Discuss your approach toward trimming versus elimination of a security.  

40. Is there a policy, either formal or informal, regarding sector and/or industry diversification?

41. Does the strategy have any investment guidelines controlling and/or limiting the strategy?  If so, provide a detailed description as well as the written policy if available:

a) Duration guidelines:

b) Quality rating guidelines:

c) Sector exposure guidelines:

d) Security/Issuer guidelines:

e) Yield Curve guidelines:

f) Non-Investment Grade guidelines:

g) Non-U.S.-domiciled issuer guidelines:

42. Does the team utilize a model for portfolio construction? Discuss dispersion among portfolios within the strategy.

43. What is the estimated capacity in the strategy? Do you have plans to limit the growth or close the strategy? If so, provide details of the process.

44. What type of derivatives do you use in your investment strategy and how do you monitor the risks associated with these instruments?

45. Describe, in detail, the firm’s risk management policies and procedures for the strategy under review.

a) How do you define risk?

b) What risks are measured?

c) How is risk measured?

d) How is risk managed?

46. Who is responsible for monitoring and measuring risk, and are they independent from the strategy’s investment team? 
47. How does the firm manage the strategy’s liquidity risk?  What criteria does your firm use to determine there is sufficient liquidity for the firm’s total position in a security?

48. Does the firm maintain any risk quantification systems (or software program) with regard to single stock and portfolio risk?  If so, please explain.
Complete the Portfolio Construction(7) tab in the Excel spreadsheet.
INVESTMENT MANAGEMENT TEAM

49. List the names of the portfolio manager (s) for the strategy and include their firm and strategy tenure, as well as when they were promoted to their current position.

a) Provide biographies for the portfolio managers. 

50. Outline the firm’s succession plan for the strategy’s key decision makers. 
a) If one individual makes the final decisions, how would the offering function if that person abruptly left either temporarily or permanently?

51. What percentage of the portfolio managers’ and research analysts’ time is spent on non-investment activities (marketing, client meetings and attending conferences)?

52. Does the portfolio manager (s) of this strategy have responsibility for any other strategies or accounts?  If so, provide details of these responsibilities, as well as the AUM for each of those strategies.
53. Explain how the research team is organized.

a) Describe whether analysts and/or PM’s are generalists or specialists.

b) If applicable, who is responsible for particular segments of the market?

54. What is compensation structure for portfolio manager(s), analyst(s), and other investment professionals associated with the strategy?

a) Describe any benchmarks, peer groups and appropriate timeframes used in determining bonuses or additional compensation. 

55. Discuss the stability of the investment team that works on this strategy. 
56. For the strategy under review, provide the level of assets the investment manager(s) and analyst(s) have invested.  

Complete the Investment Team(8a) and Investment Team(8b) tabs in the Excel spreadsheet.

STRATEGY PERFORMANCE EVALUATION

57. What is the performance goal for the strategy?

a) Which benchmark(s) is appropriate for the strategy?  Please explain.

b) Which peer group(s) is appropriate for the strategy?  

58. Discuss the market environment where the philosophy and investment process for this offering will be favorable and unfavorable. Provide reasoning for your answer.
a) When should we expect this strategy to outperform? Illustrate with a time period example.
b) When should we expect this strategy to underperform? Illustrate with a time period example.
59. Provide copies of previously distributed portfolio management commentaries for the last 3 years (monthly/quarterly letters).

Complete the Performance(9) tab in the Excel spreadsheet.
CUSTODY AND REPORTING

60. Are all assets held with an independent 3rd party custodial firm? If no, please provide an explanation regarding those relationships and in what capacity are your servicing as custodian.
61. Describe your policy for reconciling with the custodian. Are clients notified of any discrepancies?

LEGAL

62. Will you acknowledge, in writing, your role as a delegated fiduciary to the plan?
63. Will you accept legal venue in the client’s state and county?
64. Has the firm, its affiliates, any of its investment vehicles or its principals been subject to: any threatened or pending litigation; criminal, civil or administrative proceedings; or any regulatory matters, including, but not limited to, subpoenas, investigations, proceedings, sanctions, inquiries or information requests? If yes, explain and attach supporting documentation.
65. Is the firm registered with the SEC?

a) When was the firm’s last SEC or other regulatory review?
b) What type of examination/review was initiated (e.g., regular exam, sweep, enforcement/cause)?

c) Provide us with a copy of the most recent SEC comment letter.

66. Does the firm have a Privacy Policy? Please provide a copy.

67. Have there been any breaches or exceptions with regard to data security (internal or external), cybersecurity, privacy or any other material compliance events? If so, please explain.

68. How does your firm avoid or mitigate conflicts of interest? 

69. What policies and procedures are in place to ensure compliance with current regulations on proxy voting?
70. Is the firm, its affiliates, or any of its principals involved in any outside/unaffiliated business or other endeavors that take up significant time and/or expense from the offering?  If yes, please explain.
71. Indicate the name of the firm’s insurance carrier, dollar amount of coverage under the policy and extent of coverage.
72. In the last 24 months, have there been any claims paid against the Errors and Omission policy or have you notified your insurance carriers of any potential claims?  If yes, state the amount paid and the nature of the claim and any additional details.

REGULATORY AND COMPLIANCE

73. Provide the name, e-mail, and phone number of the person who is responsible for compliance.  

a) Is this a dedicated full-time function?  If not, how much time (during a quarter) does this person dedicate to compliance?

b) Provide us a copy of your compliance policies/code of ethics.

74. Are the Firm’s policies (Compliance Manual, Code of Ethics, etc.) documented in writing?

a) Provide us a copy of your compliance policies/code of ethics.

75. How often are the adequacy and effectiveness of those policies reviewed?

76. What are the regulatory bodies that have oversight of the Investment Manager?

77. When and which regulator conducted the last regulatory examination? What were the results?

AUDIT

78. Provide the name of the firm’s auditor, including contact name, and phone number and the date of the most recent firm audit.

79. Has the auditor of the firm/offerings been the same since its inception?  If not, explain the reason for the change and provide the name of the predecessor auditor.

80. Have any of the audit opinions been anything other than unqualified?

TRADING

81. Describe the firm’s trading strategy. Include to what extent you have a dedicated trading group.
82. What is the firm’s process for sourcing brokers?
a) Provide the names and % of the firm’s fixed income trades for each of the top five brokers for the last calendar year. Are all trades executed through an independent brokerage firm?

83. Describe the firm’s best execution process.

84. Do principals or employees trade for their own accounts?  Is this monitored or are records maintained?  If so, by whom?
85. Provide details of all soft dollar arrangements the firm has with any other company and include the name of the firm(s) and the description of the products, services, and/or research received.
a) What percentage of trades are executed through brokers where soft dollar arrangements are in place?  

86. What criteria does your firm use to determine that there is sufficient liquidity for the firm’s total position in a security? 
a) Are there any liquidity targets for this particular strategy?

INFORMATION TECHNOLOGY
87. List and describe any software that the firm uses for business functions such as:

a) Portfolio management, 

b) Trade order management, 

c) Accounting, and 

d) Risk management.

88. To the best of your knowledge, has the firm suffered a material cyber breach that has caused a business disruption? How do you know?

89. Does the firm maintain a business continuity plan? If yes, please provide a copy.

90. Does the firm maintain a cybersecurity plan? If yes, please provide a copy.

REFERENCES

91. Provide the name, title and contact information of three client references.
