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Pre-Assessment (Self-Test)

1. Fatima has just started working at Acquisition Co. Her background is in Human Resources, but she has been asked to
be part of the due diligence team for a major acquisition. She has been delivered a box of Target Co’s due diligence
documents but it only contains several years of Target Co.'s audited financial statements. Fatima should:

a. Call her Accounting department and explain that the documents must have been delivered to her by accident

b. Take a look at the documents because she has lots of free time

c. Take a look at the documents because they will be relevant to her consideration of HR issues

d. Put the box in the corner and go back to surfing the Internet

*There are a number of documents that could be considered “universal” when it comes to due diligence. Such documents include
the target company’s  charter documents (e.g. articles/by laws),  corporate minutes,  material contracts,  audit letters, 
business plans and  legal opinions. Such “universal” documents also include the target’s audited financial statements, as the
notes to such statements contain invaluable information concerning, amongst other things, related party transactions,
capitalization, headcount, etc. Thus, “c” is the correct answer. No one on the deal/diligence team should be afraid to delve into
the target company’s financial statements.
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Pre-Assessment (Self-Test)

2. Ali is a lawyer on the deal team representing the buyer in an M&A deal. The parties to the transaction agreed on a very
strict schedule & deadlines for the due diligence part of the deal. Keeping with the transaction schedule, Ali sent his
DD Report to his client yesterday. However, today a big box of documents arrived from the seller’s lawyers. Ali should:

a. Consider whether the documents in the box have any impact on the findings in his DD Report

b. Since the materials were not delivered on time, he should ignore the box and go back to surfing the internet

c. Call the seller’s lawyers and yell at them for not being able to follow directions

d. Contact his client for further instructions

e. All of the above

*Although it is likely that Ali will be instructed by his client to consider the impact of the new materials on the findings in his
DD Report, because the materials arrived late, the first order of business would be for him to inform his client and obtain
further direction. It is possible that the client will not want to incur any further expense related to the materials or will want to
have a discussion with the principles on the other side of the deal before continuing the diligence exercise. Thus, “d” is the most
correct answer under the circumstances.
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Pre-Assessment (Self-Test)

3. Mubarak is the CEO of a small public company. He has done lots of transactions, but believes due diligence is generally
too expensive and a waste of time. As an alternative he prefers to have extensive representations and warranties in his
transaction documents.

a. Mubarak’s approach is sound provided he makes certain his reps/warranties cover every area of risk

b. Mubarak’s approach is not sound because it is impossible to know all of the potential areas of risk

c. Mubarak’s approach is sound because as a CEO of a public company he is probably very smart

d. Mubarak’s approach is not sound because due diligence covers more than just risks

e. Both (a) and (c) above

*Although one of the primary objectives is to uncover/assess the risks associated with doing the deal, due diligence also has
other purposes, including allowing the potential acquirer to gain a better understanding of the target’s business, amongst other
things. Consequently, “d” is the most correct response in this instance.
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Pre-Assessment (Self-Test)

4. Umi is negotiating a cash buy-out of Bill's social media business, subject to her satisfactory due diligence findings. Umi
has sent Bill her standard form due diligence checklist. In response, Bill sent a request for 2 years of Umi's audited
financial statements. Umi should:

a. Politely explain to Bill that he is out of line because only the buyer is entitled to conduct due diligence

b. Drop the deal because Bill is clearly not very sophisticated

c. Send Bill the statements subject to NDA

d. Write Bill a post-dated check for the entire purchase price to provide Bill comfort

e. Both (c) and (d) above

*It is always important to maintain perspective as it relates to the overall objectives of doing due diligence. In this instance,
Umi is proposing a cash buy-out of Bill’s business. Bill therefore has a vested interest in determining whether Umi actually has
the financial wherewithal to consummate the transaction. Accordingly, “c” is the most correct response. While response “d” and
“e” may have some merit, there is little real justification for Umi to put her own interests at risk my delivering a post-dated
check to Bill before she has ever done any of her own due diligence. Moreover, because Bill is concerned about the strength of
Umi’s balance sheet, the post-dated check in and of itself does not actually address his concerns as Umi may not have the funds
to cover it.
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Pre-Assessment (Self-Test)

5. Ahmed is a junior lawyer on the DD team. He has come across a discussion of several related party transactions in the
footnotes to Target Co’s audited financial statements for 2011. However, the discussion does not appear in the 2012,
2013 or 2014 audited financials, and is not mentioned in any of the board minutes. Ahmed should:

a. Forget about it because it was obviously a mistake, since the comment doesn’t appear in the minutes or later
financials

b. Discuss the matter with Target Co’s CFO to get further explanation

c. Not discuss the matter with Target Co’s CFO since he doesn’t want the CFO to feel like he’s being accused of
something

d. Note the matter in his diligence report to his superiors and let them decide whether to pursue it

e. Ignore the matter since he is a lawyer and this obviously relates to accounting matters

*Responses “b” and “d” both have merit; however, taking the route offered by item “b” may readily resolve the issue, whereas,
item “d” merely delays the conversation with the CFO which likely will need to be had at some point regardless. Thus, response
“b” is the most correct because it recognizes everyone’s interest in making the due diligence process as efficient/cost-effective
as practicable, (i.e. resolve issues in the most expedient manner possible).
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The Due Diligence Inquiry Begins…

*In this age of
information, the first stop
on any due diligence
exploratory expedition
should be the target
company's website, social
media pages and profiles,
public securities filings
and any other materials
readily accessible via the
Internet.
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What Is Due Diligence?

The essence of due diligence can readily be summed-up in a single thought: “Trust but
Verify”

Consequently, due diligence:

 Describes the process each of the parties undertakes to investigate the other before a final decision is made whether to
proceed

 Is a critical part of any transaction because it allows a buyer or a seller to examine the business, legal and financial affairs of
the other to confirm that it is getting what it thought it was getting1

 Should answer two important questions:

 “Can or should we do the deal?”

 “On what price/terms do we want to do the deal?”

Due diligence may expose “deal breakers” (e.g., accounting issues, litigation, regulatory issues, tax issues, third party
consent issues, etc.) that could materially change the anticipated benefits of the deal.

____________________

1 Note: Although the discussions contained in the following slides generally speak in terms of M&A transactions where there is a
buyer and a seller, the sample principles hold true in transactional due diligence regardless of transaction type – i.e. 
lender/borrower  franchisor/franchisee  licensor/licensee , etc. In the case of Omani Commercial Companies, such “Universal”
documents would include:  An extract of the Commercial Register  Certificate issued by the Oman Chamber of Commerce &
Industry  Municipality License  charter (i.e. constitutive contract in the case of a limited liability company or memorandum of
articles of association in the case of joint stock companies)
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For the buyer, the objectives of due diligence may include the following, among others:

 accumulating sufficient information to validate the proposed valuation and to justify the
business reasons for consummating the deal

 learning more about the seller’s business and operations

 uncovering and identifying the current and potential issues, problems, risks and liabilities
posed by the transaction

 determining whether the seller’s business can effectively be integrated into that of the buyer
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What Are the Objectives of Due Diligence?
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For a seller, the objectives of
due diligence may include,
among others:

 determining what shareholder
or third-party consents may be
required to consummate the
transaction

 finding weaknesses or items
requiring mitigation (i.e.
clean-up) before the buyer
does

 presenting a picture of its
organization/ business that
supports the highest potential
valuation
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What Are the Objectives of Due Diligence?
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Steps

 1 Sign Confidentiality Agreement (NDA)

 2 Assemble the DD Team

 3 Determine What Information Is Needed/Wanted

 4 Deal With Supplemental Requests

 5 Conduct the Diligence Review

 6 Prepare the Due Diligence Report

 7 Address any Due Diligence Issue in Reps/Warranties*

*As the “Anatomy of a Transaction” shows, the “legs” of the deal are comprised of the due diligence findings as reflected in the
Transaction Documents. Although the due diligence results will permeate every facet of the Transaction Documents (e.g.
pre/post-closing covenants, whether an escrow or holdback is warranted, the extent and duration of indemnification obligations
and so on, it is the representations and warranties that are one of the most critical components – they could perhaps be
considered the “fee” supporting the legs.
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How Do We Build A Transaction, Man?
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Overview of the Steps in the Due Diligence Process

Step 1: Sign an NDA or Confidentiality Agreement. 1

The NDA protects the subsequent disclosure of information that will be provided to a buyer or seller by:

 establishing ground rules concerning the disclosure and use of any due diligence information

 defining the scope of the documents and materials that will be reviewed (for example, certain competitive or sensitive
information may be initially excluded from the process until the parties progress further in the negotiations, or may be
further subject to explicit screening procedures)

 including prohibitions on the solicitation of employees and other “standstill” provisions

 addressing the processes and ongoing obligations of the parties (including the return or destruction of confidential
information) if the deal dies

____________________

1 Note in some instances an NDA may be required to ensure legal requirements are met concerning selective
disclosure. For example, in the public company context, under Section 8(1) of the new “Take-Over and Acquisition
Regulation” recently proposed by Oman’s Capital Market Authority: “A person who is involved in a take-over offer,
acquisition or compulsory acquisition shall ensure that information is not furnished to shareholders on a selective
basis during the course of a take-over offer or acquisition transaction, or when such transaction is in contemplation
except where the information is furnished in confidence to a bona fide potential offeror by the offeree or vice versa.
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Step 2: Assemble the DD Team

 Assist the individuals who will actually be performing the due diligence to understand:

 the type of transaction (this will shape the DD Checklist)

 the context of the proposed investigation (e.g., where, how, when)

 the type of company that is being reviewed (this will also shape the DD Checklist)

 The team’s collective expertise should cover the various business, legal, technical, and financial matters unique to the seller and
the deal at hand

 Certain areas that may warrant a legal “specialist’s” review – e.g.:

 competition
 corporate and securities
 cyber security
 debt facilities
 environmental
 executive compensation and employment
 government contracts or regulatory agencies
 import and export (including free trade agreement)
 intellectual property
 litigation
 privacy
 real estate and real property
 tax
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Overview of the Steps in the Due Diligence Process
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Step 3:

What information does the recipient need or want?

The DD Checklist

 should broadly identify the scope of the documents to be produced/reviewed

 Is the means for identifying and cataloguing both the information requested and the information received

 Is usually very broad in the beginning of the due diligence process

 In broad terms, is likely to include a request for all:

• material agreements

• shareholder agreements

• capitalization records

• financial information

• customer and supplier information and contracts

• employee records

• benefits plans

Although some may believe that the DD Checklist is generic or “boilerplate,” a detailed and targeted request list can
make the due diligence process more efficient, which may also lead to a more thorough and cost-effective review.
Appendix A contains an example of a standard form (i.e. before customization for the specific transaction) DD checklist.
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Cont. What information does the recipient need or want?

 Despite the general nature of the types of information, the DD Checklist itself should be fairly specific, and tailored to the
specific deal.

 It is better to make a targeted request for specific materials than it is to make a general request such as, “Provide us with all
material information about the company.”

 For example, asking for “all charter documents” or “all financing documents” is not as helpful or efficient as asking for “the
company’s certificate of incorporation, its bylaws, and all amendments as now in effect” or “all loan agreements, credit facility
documents, security agreements, indentures, bonds, notes, and other evidences of short-term or long-term indebtedness, and
all amendments, as now in effect.”

 All materials delivered by the seller should be accompanied by a written response and should be organized to correspond with
the due diligence request list (e.g., a response that addresses each requested document item-by-item). This will allow the buyer
and seller to more efficiently and effectively locate and review the desired information and will make subsequent supplements
or updates easier.

It is important that no due diligence material is produced to the other side until
counsel to the disclosing party has had the opportunity to screen, if not complete its
review of, and organize, such material.
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Step 4: 

Dealing with Supplemental Requests

The review of one document may prompt an additional line of inquiry or a need for additional documents on the same
subject (e.g., supplemental due diligence requests concerning intellectual property, export, governmental contract, and
environmental information matters).

18

Overview of the Steps in the Due Diligence Process

Legal Due Diligence  (Transactional and Commercial)



Information Dumps

A party to a transaction should never just open-up or empty –out its file cabinets as such approach almost invariably
leads to:

Among the unfortunate results of the “information dump” approach are:

• potential disputes down the road over what was and was not provided;

• potential inadvertent waivers of the attorney/client privilege; and

• potential disclosure of sensitive documents.

To minimize the risks of inadvertent disclosure:

• establish a control mechanism with respect

 to the review;

 organization;

 delivery of the documents by the provider and its evaluation by the recipient; and

 the creation of an accurate record of the documents so provided.

• designate a single person or a very small group of people to act as a gatekeeper through which all documents must flow.
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Preliminary Due Diligence Checklist
**SEE APPENDIX A FOR COMPLETE SAMPLE CHECKLIST**

PRELIMINARY1 DUE DILIGENCE CHECKLIST

(Example – for Illustrative Purposes Only)2

In connection with the proposed [acquisition of] [investment in] [loan to] the Company 3, we as legal counsel to the [buyer]

[investor] [lender], will need to review the documents described on the attached list.

In the event of any questions or comments, please do not hesitate to contact ____________ at ____________.4

[BUYER/INVESTOR/LENDER CODE NAME]’S PRELIMINARY REQUEST FOR DUE DILIGENCE MATERIAL FROM

[SELLER/TARGET/BORROWER - CODE NAME]5

1. ------------------------------------------------------
1 It should be made clear at the outset that the due diligence checklist is “preliminary” insofar that production of some items of due diligence materials will

almost invariably prompt supplemental (and more specific) requests.

2 Often the DD Checklist is presented in the form of a memorandum from the buyer to the seller.

3 It is important that references to the “Company” should be deemed to include the Company, its subsidiaries and their respective predecessors.

4 Because of the potential sensitivity of due diligence information, it is imperative that the channels of communication be managed effectively. Within the

“working groups” there should be designated points of contact to avoid information “leakage” and inadvertent disclosure.

5 Use of Code Names is often important where parties may be publically listed and to otherwise maintain the confidentiality of the transactions.
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1. Corporate Information

2. Shareholder/Partner (Owner) Information

3. Material Contracts

4. Products, Manufacturing & Competition

5. Governmental Regulations

6. Tax Matters

7. Litigation & Audits

8. Employees & Management

9. Financial Information

10. Marketing Information

11. Government Contracts

12. Employee Benefit Matters

13. Property, Facilities, Permits & Environmental Matters

14. Technology and Proprietary Rights

15. Muscat Securities Market Filings & Related Materials

16. Public Financial Reporting 

17. General
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Due Diligence (Contract) Review Template

The DD Review Template is a means for capturing the due diligence findings in a way that ensures that the same vital
information is captured by all members of the deal team – notwithstanding that in some transactions there may be many
people working on the project in many different locations. Often times the DD Review Template is in the form of a table, or
spreadsheet or grid.

What am I looking for?! Each due diligence summary review sheet template should be customized to the type of
document being reviewed – e.g., different information will need to be captured when reviewing a software license as
compared to a commercial property lease as compared to a company’s articles or other charter related documents…

PROJECT NAME:
DOCUMENT NAME:
PARTIES:
DOCUMENT DATE:
REVIEW DATE:
SUMMARY OF CONTENTS:

• Change of Control
• Termination
• Governing Law
• Penalties
• Assignment
• Key Commercial Terms (e.g., Pricing)
• Duration (i.e., Term)

Follow-up instructions/comments:

 What else to I think is important?  
 What things may require remedial action?  
 What things may directly impact the nature/scope of the reps/warranties?
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STRICTLY PRIVATE AND CONFIDENTIAL

Due Diligence Report

Prepared for

[                             ]

On

[      ]

***

Re 

[      ]
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Sample Due Diligence Report
TABLE OF CONTENTS

INTRODUCTION ……………………………………………………………..[  ]

EXECUTIVE SUMMARY …………………………………………………. [  ]

REPORT …………………………………………………..…………………….. [  ]

Appendix – Due Diligence Documents
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Overview

• Who Is The Report For?

• Why Did We Make This Report?

• What Things Did We Look At?

• What Things We Are Disclaiming?

Scope

• What Were We Thinking About?

As per your instructions, our review of the Due Diligence Documents focused attention on the following priorities:

 matters that would impede your ability to consummate the Transaction, [including with respect to foreign 
ownership restrictions under Oman law];

 matters that would not necessarily impede consummation of the Transaction but which could potentially 
cause hindrance or delay (e.g., third party consents, change of control, notice provisions contracts requiring 
long lead times, etc.); 

 matters that would potentially impact the cost of the Transaction (e.g., break fees, or termination 
provisions in material contracts, etc.); and

 matters we deem noteworthy or material from a legal perspective or otherwise meriting your further 
attention.

• What Law Did We Consider?

• What Language(s) Did We Consider?

• What Are We Liable For?
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Sample Due Diligence Report
**SEE APPENDIX B FOR COMPLETE SAMPLE DUE DILIGENCE REPORT**

 INTRODUCTION
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Once the parties have digested the results of their respective due diligence investigations, the last step in the due 
diligence process is making certain determinations:

 Can or should we do the deal?

 Do we still want to do the deal?

 Is the seller worth the valuation as originally proposed or should there be a reduction in the purchase price? 

 Should an alternative form of consideration or payment be considered, such as an earn-out?

 To what extent should the scope of the representations and warranties be expanded?

 Is an adjustment to the indemnification and escrow term or amount necessary?

 Should additional covenants or conditions to closing be added (e.g., third-party consents, employee retention targets, 
required terminations (of contracts, customers, or personnel)?
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Decision Time
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DEAL, MAN!
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Sample –Representations and Warranties

**SEE APPENDIX C FOR COMPLETE SAMPLE – REPRESENTATIONS AND WARRANTIES**

* The Representations/Warranties must be drafted in a manner that supports the due diligence
findings or which elicit disclosure of matters that may not have been reflected in the diligence
findings. It is important that all parties involved have a clear understanding of the role of the
representatives/warranties, particularly it relates to qualifying language: e.g. "materiality",
"knowledge", "duly", "validly", "material adverse effect", "material adverse change", etc.
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Appendix A

Preliminary Due Diligence Checklist
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PRELIMINARY1 DUE DILIGENCE CHECKLIST

(Example – for Illustrative Purposes Only)2

In connection with the proposed [acquisition of] [investment in] [loan to] the Company 3, we as legal counsel to the [buyer]

[investor] [lender], will need to review the documents described on the attached list.

In the event of any questions or comments, please do not hesitate to contact ____________ at ____________.4

[BUYER/INVESTOR/LENDER CODE NAME]’S PRELIMINARY REQUEST FOR DUE DILIGENCE MATERIAL FROM

[SELLER/TARGET/BORROWER - CODE NAME]5

1. Corporate Information

1.1 Legal entity structure, including name, physical location and function of all divisions, subsidiaries or affiliated entities

1.2 Memorandum & Articles of Association (or Constitutive Contract), including all amendments

1.3 Commercial Register

1.4 Oman Chamber of Commerce & Industry Certificate

1.5 Minutes of all meetings and written consents of managers, board of directors, board committees and other committees
and shareholders/partners, including copies of notices of all such meetings where written notices were given and all
written waivers of required notices

------------------------------------------------------
1 It should be made clear at the outset that the due diligence checklist is “preliminary” insofar that production of some items of due diligence
materials will almost invariably prompt supplemental (and more specific) requests.

2 Often the DD Checklist is presented in the form of a memorandum from the buyer to the seller.

3 It is important that references to the “Company” should be deemed to include the Company, its subsidiaries and their respective predecessors.

4 Because of the potential sensitivity of due diligence information, it is imperative that the channels of communication be managed effectively.
Within the “working groups” there should be designated points of contact to avoid information “leakage” and inadvertent disclosure.

5 Use of Code Names is often important where parties may be publically listed and to otherwise maintain the confidentiality of the transactions.
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Preliminary Due Diligence Checklist
1.6 List of all jurisdictions where property is owned or leased or where employees are located, indicating in which

jurisdictions the Company is qualified to do business and indicating principal business activity at each location

1.7 List of jurisdictions in which the Company contemplates undertaking business operations, either directly or through
other parties

2. Shareholder/Partner (Owner) Information

2.1 Lists of all current owners of shares, including address, number of shares owned, dates of issuance and full payment, the
consideration received by the Company

2.2 List of all options and other rights to acquire equity securities

3. Material Contracts

3.1 Debt financings, if any

3.2 Bank line of credit or loan agreements and guarantees, including any amendments, renewal letters, notices, etc.

3.3 Description of any default by any party under any contract or commitment affecting the Company or its property, or any
circumstance which might reasonably be expected in the future to give rise to a default

3.4 All outstanding leases of real and personal property, including equipment leases

3.5 All agreements entered into by the Company or any of its subsidiaries relating to a material acquisition or disposition of
assets or shares [and schedules of exceptions thereto]

3.6 Material contracts (over $ ) with suppliers, contract manufacturers or customers, including OEM and similar agreements

3.7 List of major suppliers, indicating total and type of purchases from each supplier during the last two (2) fiscal years and
the current fiscal year, any key suppliers not subject to supply agreements, sole source suppliers and any subcontracted
work

3.8 Model or standard sales or license agreements, if used by the Company

3.9 Agreements for loans to employees, and any other agreements with officers, directors, employees and consultants,
whether or not now outstanding

3.10 Schedule of insurance policies in force covering property of the Company and any other insurance policies in force
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Preliminary Due Diligence Checklist
3.11 Partnership, product development and joint venture agreements, if any

3.12 All security agreements covering the Company’s assets

3.13 All agreements or proposed agreements with distributors, dealers and sales representatives

3.14 Indemnification agreements

3.15 List and copies of any intercompany agreements with affiliated entities relevant to the development, use or
commercialization of the Company’s technology

3.16 Description of any provisions that purport to restrict the Company’s ability to compete with respect to the Company’s
technology, whether by agreement, court order, or otherwise

3.17 Other material contracts

4. Products, Manufacturing & Competition

4.1 Copies of any non-competition agreements of the Company or employees

4.2 List of the top twenty (20) customers of the Company, indicating the types of products and the amounts of each
purchased

4.3 List of service and support contracts

4.4 Forms of warranties and guarantees provided to customers

4.5 Description of any significant customer relationship terminated or suspended within the last three (3) years

5. Governmental Regulations

5.1 Permits for conduct of business, including licenses, franchises and concessions, if any

5.2 All certificates, permits, etc., evidencing compliance with specific regulations, including environmental and workers
health and safety regulations

5.3 Access to the Company’s files relating to regulatory matters; copies of reports of any inspections, surveys or audits,
whether generated internally or by regulatory authorities or other third parties.
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Preliminary Due Diligence Checklist
6. Tax Matters

6.1 Provide all tax returns of Company filed for the last three (3) fiscal years and all such returns for any prior year that is still
subject to audit or adjustment

6.2 Identify all jurisdictions in which sales and use tax (including VAT) returns are filed by Company including a summary by
jurisdiction of total sales and use taxes paid during the last three fiscal years. Please provide details with respect to any
significant changes to this list of filing jurisdictions since incorporation.

7. Litigation & Audits

7.1 All management letters or special reports from the auditor and responses thereto concerning internal accounting controls
in connection with any current audit and the audits for the last three (3) fiscal years

7.2 Settlement documents, if any

7.3 Decrees, order and judgments of courts or governmental agencies with respect to the Company

7.4 Description of any warranty claims which have been made against the Company or any related partnership or joint
venture and the resolutions of such claims

7.5 List of pending, asserted or threatened lawsuits or other claims or investigations, together with short summary of the
claims and related facts.

8. Employees & Management

8.1 Description of any significant labor problems the Company has experienced

8.2 Management and Organization chart

8.3 Description of any material transactions since inception with any “insider” (i.e., any officer, director, or owner of a
substantial amount of the Company’s securities) or any associate of an “insider”

8.4 Copy of form of any invention and confidentiality agreement to protect trade secrets and list of any officers, directors,
employees or consultants who have not signed such agreements

8.5 A list of the amount of cash compensation (including as separate items the amount of salary, bonus, commission and
deferred salary pursuant to any plans) and other forms of compensation (such as car allowances, forgiveness of loans and
other perquisites) paid to each of the Company’s officers and directors for services rendered in the last full fiscal year and
to be paid in the current fiscal year
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Preliminary Due Diligence Checklist
8.6 Description of commissions paid to managers, agents, or other employees for the last fiscal year and to be paid in the

current fiscal year

8.7 Personnel policies, manuals and handbooks

9. Financial Information

9.1 Financial, operating or business plans and projections, including underlying assumptions

9.2 Financial statements for past [three] (3) fiscal years, and interim financial statements covering each completed quarter of
current fiscal year

9.3 Most current balance sheet and income statement

9.4 Brief description of any foreign currency transactions, practice and policies

10. Marketing Information

10.1 Market share data (by units (i.e. head count) and monetary unit) for the Company and any competitors, both current and
historical

10.2 Any external/independent analysis of market size, growth and share data

10.3 List of principal competitors by market segment

10.4Any recent analysis of competitors

10.5 Market research, marketing studies, long- and short-term strategic plans and valuation analyses prepared by the Company
or third parties for the Company

11. Government Contracts

All government contracts, including all modifications and attachments

12. Employee Benefit Matters

List of any employee benefit plans sponsored or maintained by or for the Company, including pension, profit sharing, bonus.
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Preliminary Due Diligence Checklist
13. Property, Facilities, Permits & Environmental Matters

13.1 List and description of all real property owned or leased by the Company; location, character and general nature of
operations conducted at each location; nature of the title held, and any mortgages, liens or encumbrances on the
property; title documents confirming ownership; report by public notary (in civil law countries) or other person
authorized to conduct title searches

13.2 List, with brief description, of all material personal property owned, leased or otherwise used by the Company

13.3 List of all facilities currently owned, leased or otherwise used by the Company, including location, square footage, space
available for expansions, presence of any known aboveground or underground chemical or fuel storage tanks or sumps,
and brief description of lease/use terms (if applicable) and current and prior usage (including use by other owners and
tenants, if known)

14. Technology and Proprietary Rights

14.1 List and copies of all patents and applications pending, held or being prosecuted by the Company in any jurisdiction

14.2 List of all copyright registrations and applications related to the all intellectual property and intellectual property rights
used in connection with the Company’s business or necessary for its business as presently conducted and as currently
proposed to be conducted

14.3 List of all trademarks, registered or unregistered, used in connection with the Company’s technology, whether or not
owned by or licensed to the Company, with a description of products or services associated therewith, and numbers,
jurisdiction, status of any registration applications pending, if any

14.4Copies of confidentiality, non disclosure, and assignment of invention agreements, between the Company and employees,
and between the Company and independent contractors

14.5 Copies of the Company’s standard form of confidentiality and non disclosure agreements, between the Company and
persons or organizations other than employees and independent contractors, and a list of persons or organizations who
have executed the agreements

15. Muscat Securities Market Filings & Related Materials

All reports and other documents filed with the securities exchanges
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Preliminary Due Diligence Checklist
16. Public Financial Reporting 

16.1 Reports or “management letters” received by the Company from independent accountants or consultants during the past
five (5) years relating to accounting or tax policies or financial control procedures of the Company and any management
responses thereto

16.2 Any written documentation of internal control over financial reporting and disclosure controls and procedures

16.3 Any written documentation of management’s assessment of the effectiveness of the Company’s internal control over
financial reporting

16.4Any written correspondence between the Company’s audit committee and its management, auditors, outside counsel or
disclosure committee during the past three (3) fiscal years and any subsequent period; any disclosures to audit committee
since that date of (a) significant deficiencies or material weaknesses in internal control over financial reporting and (b)
fraud involving management or other employees with significant role in internal control over financial reporting

16.5 Any minutes or similar documentation of the activities of the Company’s disclosure committee, if any, during the past
three fiscal years and any subsequent period

17. General

17.1 List and description of all actual or potential conflicts of interests that the Company’s directors, officers or employees
have or may have due to their relationship with any competitor of the Company, any supplier of goods or services to the
Company, any distributor of the Company, any customer of the Company or any other person or entity which has any
interest, financial or otherwise, in the Company

17.2 List and description of all transactions between the Company and any shareholder/partner, director, officer, employee or
affiliate of the Company (or any entity or person formerly having the status thereof, including amounts and names of
parties involved) during the past three years

17.3 Description of all current or proposed loans to officers or directors or other such arrangements

17.4 Any director and officer questionnaires submitted within the past five fiscal years

17.5 All legal opinions received by the Company during the last two (2) years List of parties, if any, whose consent to this
transaction will be required and copies of relevant documents

All documents and information not covered by other items on this list disclosing material information concerning the Company
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 INTRODUCTION

Overview

• Who Is The Report For? This final legal due diligence report (“Report”) includes our findings with respect to the legal due
diligence review conducted by Al Alawi & Co. (“AACo.”), on behalf of [--].

• Why Did We Make This Report? This Report is provided in connection with [--] consideration of a proposed transaction in [
] (the “Company”) by [--] (“Transaction”).

• What Things Did We Look At? We have based our review and relied solely upon certain legal documents available in the “data
room” situated in the offices of [--] or provided to us by [--] via email, and certain other documents we were able to obtain from
the public records (the “Due Diligence Documents”). An inventory of the Due Diligence Documents is set forth on attached
Appendix A.

• What Things We Are Disclaiming?

 This Report focuses on legal issues arising from the Due Diligence Documents. To the extent that the Due Diligence
Documents or any information contained therein is inaccurate or incomplete, this Report may also be inaccurate or
incomplete. We have not taken any steps to independently verify the accuracy of any such information.

 The document summaries contained in this Report do not purport to contain full descriptions of the rights and
obligations of the parties thereto, or to be opinions in relation to any aspect of such documents. With respect to issues
involving contracts or documents which are of special interest or concern, we have called attention to those matters
within the particular document summary involved.

 This Report does not comment on non-legal matters which may operate to prejudice or otherwise influence your decision
to consummate the Transaction. In that regard, we have not assessed, and except to otherwise add context to the legal
discussions, this Report does not comment on, any commercial/operational implications arising out of the Due Diligence
Documents.
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 Further, except to add context to the legal discussions, we have not reviewed or reported on financial, taxation or
accounting issues, as these issues do not form part of the scope of our legal due diligence review.

Certain capitalized terms used in this Report without definition shall have the meanings subscribed to such terms under the
applicable Due Diligence Document to which such term relates.

This Report is confidential and is intended solely for your use for the purpose of considering the Transaction. This
Report should not be transmitted or circulated to third parties (other than your professional advisors) without our
prior written consent, and should not be used for any purpose other than for the purpose of considering the
Transaction.

Scope

• What Were We Thinking About? The Executive Summary of this Report introduces and briefly discusses certain matters
relating to our due diligence review. However, this Report should be read in its entirety and reading the Executive Summary is
not a substitute for reading the information in the remainder of this Report, including the appendices which form an integral
part of this Report.

As per your instructions, our review of the Due Diligence Documents focused attention on the following priorities:

• matters that would impede your ability to consummate the Transaction, [including with respect to foreign 
ownership restrictions under Oman law];

• matters that would not necessarily impede consummation of the Transaction but which could potentially cause 
hindrance or delay (e.g., third party consents, change of control, notice provisions contracts requiring long lead
times, etc.); 

• matters that would potentially impact the cost of the Transaction (e.g., break fees, or termination provisions in 
material contracts, etc.); and

• matters we deem noteworthy or material from a legal perspective or otherwise meriting your further attention.
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• What Law Did We Consider?

 We have prepared this Report based on the laws and regulations of the Sultanate of Oman as of the date hereof. We have
no obligation to update this Report with respect to changes in the law or regulations occurring after the date hereof or
with respect to other information which may come to our attention after the date hereof.

 [We note that certain of the Due Diligence Documents are governed under the laws of other jurisdictions.] We
are only authorized to advise regarding matters concerning the laws of the Sultanate of Oman and accordingly express no
opinion regarding the laws of any such other jurisdiction.

• What Language(s) Did We Consider? The Due Diligence Documents were generally in the English language and some were in
the Arabic language. In relation to any of the Due Diligence Documents that were not in English, it should be noted with
respect to legal documents, that there are always irreconcilable differences between languages that make it impossible to
guarantee a totally accurate translation or interpretation. In particular, there are certain legal concepts which may exist in one
language and not necessarily in another, and in those cases it may be difficult to provide a completely satisfactory translation or
interpretation, because the vocabulary is missing from the language. We accept no responsibility for omissions or inaccuracies
to the extent that any such omissions or inaccuracies are attributable to such factors.

• What Are We Liable For?

 No claim shall be made by you (nor any of your officers, employees, advisers, agents or representatives) against us
(including any of its partners and employees) to recover any loss or damage whatsoever which you may suffer arising out
of or pursuant to the contents or omissions in or from this Report unless the loss or damage arises directly from our gross
negligence or willful misconduct.

 Notwithstanding the above, our aggregate liability to you (whether in contract, tort or otherwise) shall not exceed the
amount of any fees that may have been paid by you to us in consideration of the preparation of this Report.
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 EXECUTIVE SUMMARY 1 

How Is Report Organized?[Key discussions should track order and nomenclature used in the Due Diligence Checklist]

---------------------------------------------------------

1 A well-crafted Executive Summary allows Management/the Board or other concerned parties to get a glimpse of key considerations or 

items requiring more focused attention. Don’t bury the “good stuff” in the body of the report.

Legal Due Diligence  (Transactional and Commercial)



 REPORT

• Why Is This Here?2 Overview of LLC Corporate Form. In Oman, the LLC is the corporate form most often chosen by foreign
investors due to the comparatively short time period required to establish an LLC, and its cost in comparison with other entity
forms. Notably, LLCs are not required to be listed on the Muscat Securities Market in Oman.

An LLC is formed by at least two and no more than 40 natural or legal persons. Generally speaking, the minimum capital
required to establish an LLC is RO 20,000. However foreign ownership in the LLC results in an increase of the minimum paid
capital requirement from RO 20,000 to RO 150,000.

• Why Is This Here? 3 Omanization. Omanization is a policy enacted by the government of Oman in 1988 aimed at replacing 
expatriate workers with trained Omani Personnel. The law sets quotas for various industries to reach in terms of the percentage 
of Omani to foreign workers. 
From the Company’s perspective this also means abiding by certain factors such as:

 Not employing expatriate workers in any of the professions scheduled for Omanis. A failure to do so will result the 
employer paying a significant fine amounting to 50 per cent of the average total wages paid to expatriate workers in the 
company.

 Not to allow any of its expatriate workers licensed to work with another party.

 Not to allow any licensed expatriate worker to work for another party or any illegal resident in the Sultanate.

Ministerial Decision [--] sets out the target of Omanization per sector, the Company is classified as “[--]”, and accordingly is 
generally required to meet a minimum Omanization target of [--]%. 
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------------------------------------------------------------------------

2 Where the relevance of a particular matter is not readily apparent, a discussion or background summary of the law may be required to 

provide appropriate context.

3 A VALUE-ADDED DUE DILIGENCE REPORT may also highlight certain issues that are not in the direct scope of review but may be 

noteworthy or of interest to the principle. There is a tension however that such items truly add value rather than being thrown into the 

report gratuitously. 
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Sample –Representations and Warranties
Organization; Authority.

The Company is a  corporation , duly incorporated  validly existing and in  good standing under the laws of its jurisdiction
of incorporation and has  all requisite power and authority to enter into this Agreement and each agreement or other
document contemplated by this Agreement and to carry out the transactions contemplated hereby or thereby, and to own, lease
and/or operate its property, as applicable, and its other assets, and to carry on its business as presently conducted.

The Company,  to the extent required under applicable Laws, is  qualified to do business and is in  good standing in each
jurisdiction in which the nature of its business or the character of its property make such qualification necessary, other than
such failures to be so qualified as would not, individually or in the aggregate, reasonably be expected to have a [Material
Adverse Effect].

Due Authorization.

The  execution,  delivery and  performance by the Company of this Agreement and each other agreement or document
contemplated by this Agreement to which it is a party  have been duly and validly authorized by all necessary actions required
of the Company.

Litigation.

There is no action, suit or proceeding pending or, to the Company’s [Knowledge], threatened against the Company [or any of 
its Subsidiaries] which, if adversely determined, would, individually or together with all such other actions, reasonably be 
expected to have a [Material Adverse Effect]. 

41Legal Due Diligence  (Transactional and Commercial)



Consents and Approvals.

[Assuming] the accuracy of the representations and warranties of the Company made hereunder, no consent, order, waiver,
approval or authorization of, or registration, qualification, designation, declaration or filing with, any Person or Governmental
Authority or under any applicable laws (each, a “Consent”) is required to be obtained by the Company or any of their
Subsidiaries in connection with the execution, delivery and performance of this Agreement or any other agreement or
document contemplated by this Agreement to which the Company is a party, or any agreements or transactions contemplated
hereby or thereby, [except for those consents, orders, waivers, approvals, authorizations, registrations, qualifications,
designations, declarations or filings, the failure of which to obtain or to file, would not, individually or in the
aggregate, reasonably be expected to have a [Material Adverse Effect].]

No Violation.

Assuming the accuracy of the representations and warranties of the Company made hereunder, none of the execution, delivery
or performance by the Company of this Agreement or any other agreement or document contemplated by this Agreement to
which the Company is a party, or any agreement or transaction contemplated hereby or thereby or the consummation of the
Merger contemplated hereby between the parties to this Agreement does or will, with or without the giving of notice, lapse of
time, or both, violate, conflict with, result in a breach of, or constitute a default under or give to others any right of termination,
acceleration, cancellation or other right under, () the Organizational Documents of the Company, () any agreement,
document or instrument to which the Company is a party thereto or () any term or provision of any judgment, order, writ,
injunction, or decree binding on the Company.

Capitalization.

Section 3(a) of the [Disclosure Letter] sets forth as of the date hereof a true, correct and complete description of the
capitalization of the Company as provided in the books and records of the Company. All of the issued and outstanding equity
interests of the Company are validly issued and, to the Company’s [Knowledge], are not subject to preemptive rights or similar
rights. There are no outstanding rights to purchase, subscriptions, warrants, options or any other security convertible into or
exchangeable for equity interests in the Company.
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Licenses and Permits.

To the Company’s [Knowledge], all notices, licenses, permits, certificates and authorizations required for the continued
conduct and operation of the business of the Company have been obtained or can be obtained without unreasonable cost, and
to the extent the same have been obtained, are in full force and effect and (to the extent required in connection with the
transactions contemplated by this Agreement) are assignable to the Company or a Subsidiary thereof, except in each case for
items that, if not so obtained, obtainable, effective and/or assigned, would not, individually or in the aggregate, reasonably be
expected to have a [Material Adverse Effect]. To the Company’s [Knowledge], neither the Company nor any third party has
taken any action that (or failed to take any action the omission of which) would result in the revocation of any such notice,
license, permit, certificate or authorization where such revocation or revocations would, individually or in the aggregate,
reasonably be expected to have a [Material Adverse Effect].

Compliance with Laws.

The Company has conducted its business and maintained its properties in compliance with all applicable Laws, [except for
such failures that would not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect].

Contracts and Commitments.

[Except as set forth in this section of the Disclosure Letter], the Company is not a party to:

 any agreement pursuant to which the Company provides property management, construction management, asset 
management, leasing or other real-estate related services to any Person other than a Contributing Entity or another 
Company

 any agreement pursuant to which the Company would be required to pay severance to any member, officer or employee 
of the Company
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 any agreement with another Person limiting or restricting in any material respect the ability of the Company to enter into 
or engage in any market or line of business

 any agreement for the sale of any of the assets of the Company other than in the ordinary course of business, or for the 
grant to any Person of any Liens on or preferential rights to purchase (or buy-sell or similar rights with respect to) any of 
the assets of the Company

Survival of Representations and Warranties of the Company. The parties hereto agree and acknowledge that the
representations and warranties contained in Section 2 (as qualified by the Disclosure Letter) shall not survive the
Closing.
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Thank you

\

Al Alawi Law Firm Building
Bldg No. 785, Way No. 2708, Qurum 29, P.O Box 3746, PC 112, 

Muscat, Sultanate of Oman
Tel: +968 24 699 761/2
Fax: +968 24 699 763
www.alalawico.com
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