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CHECKLIST

Business Sale, Buyer-Side Due Diligence
Checklist

When a buyer signs a non-binding letter of intent, the next phase is due diligence: a structured
investigation of the target across financial, legal, tax, employment, IP, and contractual fronts. The
findings shape purchase-price, indemnification, escrow, and closing conditions. This checklist covers
the items that come up in most California small-and-mid-market deals.

Corporate and structural

Articles, bylaws, operating agreement, all amendments

Capitalization table; outstanding equity, options, warrants, convertible instruments
Minute books, board resolutions, written consents

Subsidiaries and affiliated entities (org chart)

Foreign-qualifications in states where the target operates

OO0oooag

Good-standing certificates from each state of registration

Financial

Financial statements for the last 3 fiscal years and YTD (audited if available)
Tax returns for the last 3 years (federal, California, local)

Accounts receivable aging report and collection history

Accounts payable aging and outstanding obligations

Bank statements for the last 12 months

Working-capital target methodology and historic working-capital levels

Capital expenditure budget and recent purchases

OO0O000000d

Customer concentration (top 10 customers as % of revenue)

—

ax

Federal, state, local tax returns for the last 3 years
Sales-and-use tax filings and audit history (CDTFA)
Payroll tax filings and audit history (EDD, IRS)
Property tax statements and any assessment disputes

Tax clearance certificates from CDTFA, EDD, FTB (request early; takes weeks)

OO0O0oOooag

Any pending or threatened tax audits or notices

Material contracts

[] Customer contracts (top 10 by revenue)

[C1 Vendor and supplier contracts (top 10 by spend)
O
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Real-property leases and any related guaranties
Equipment leases

Distribution, dealer, franchise, and reseller agreements
Loan documents, security agreements, UCC-1 filings
Insurance policies and recent claim history

Settlement agreements and ongoing settlement obligations

OO0O000O

Change-of-control or assignment-restriction language flagged in each material contract
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Employment and benefits

Employee census (titles, hire dates, compensation, classification)
Independent contractor list and AB 5/ ABC test analysis for each
Employment agreements, executive offer letters, separation agreements
Employee handbook and current policies

Wage-and-hour audit documentation; meal/rest break compliance review
Pending or threatened employment claims or PAGA notices

Benefits plans, ERISA compliance, retirement plan filings

OO0O0O0000d

WARN Act exposure if reductions are contemplated post-closing

Intellectual property

Trademark registrations (federal, state, common-law) and pending applications

Copyrights, patents, pending applications

Trade-secret protection documentation (NDA program, access controls)

IP assignment agreements from founders, employees, contractors covering the entire IP portfolio
Open-source software inventory and license-compliance review

Domain-name registrations under target's control

IP licensing-in and licensing-out agreements

itigation, regulatory, and disputes
Pending litigation and arbitration matters
Threatened litigation, demand letters received in the last 3 years
Regulatory orders, consent decrees, settlements
ADA Title 11l / Unruh Act lawsuits and CASp inspection history

Insurance claims paid or pending in the last 5 years

OO0O0000 — OOOO0OO0OO0OO0O

OSHA citations, wage-and-hour audits, EDD audits

Real property and environmental

Owned real property: title reports, surveys, ALTA endorsements
Leased real property: lease abstracts, assignment provisions, options
Environmental Phase | (and Phase Il if indicated)

Permits and certificates of occupancy

OO0Ooan

ADA accessibility compliance review of public-facing premises

Permits, licenses, and consents

[T All operational licenses (business, industry-specific, professional)

[ Required consents under contracts (especially change-of-control clauses)
[ Required regulatory consents for the transaction

[C] Customer consents where customer agreements limit assignment

This checklist is general information for buyer-side due diligence in California small-and-mid-market business
transactions. Specific deals will have additional categories (industry-specific regulatory, multi-state tax, etc.). For a
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personalized review or sample due diligence request list tailored to your transaction, schedule a consultation at
skylinebusinesslaw.com/contact.html.
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