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Due Diligence looks at some of the key factors on the  
structure of a business and management controls.   

The document neither endorses nor rejects a company but 
enables the adviser to make an informed decision on  
whether it is an appropriately run business to expose  
clients to.

It is not in any way any form of advice and is an internal 
document that forms part of the wider, rigorous process  
of selecting any investments. 

This guide will clearly take you through the Due Diligence 
form.
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Company 
This section will help you understand the basics of the company.   
You wouldn’t believe what some companies have hidden in  
their cellars!
This section will cover off issues like:
• History, legal entity & registration numbers.
• Legal structure and ownership, together with any  
 important changes in ownership. 
• Analysis of finances, profitability, financial strength  
 and credit health.
• Awards and important company milestones. 

Corporate Governance 
Having identified who the company is, this section helps you understand what  
makes the company tick along.  This is essential information if you are going to  
entrust your clients’ futures to a culture.
This section covers things like; corporate philosophy, who has executive directorial responsibilities and who acts  
as non-executives challenging the company and whether they have changed their ownership recently.  Also, what  
term of tenure are these people likely to have and what succession plans are in place and whether the people  
running the business actually have a stake in its success or share its risk of failure.

Staff Information 
As we all know, the people working within a business shape the experience of its customers.  This section helps you 
understand things like:
• How many staff are employed, and how much that has changed.  
• How staff are managed and supervised.

• How many work in each department and what kind of staff turnover exists.

 
Developmental Plans
If you, your clients and the provider are going to grow together, it is essential to understand the development plans of the 
company.
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Risk Management 
You are entrusting the company with all the trust you have  
accrued with your clients.  As such, you need to know what kind  
of risk management culture exists within the business.
What sort of philosophy does the business follow for risk  
management, and how do they follow that through in  
implementation?
Do they have a policy and what systems are in place to  
ensure it is applied consistently at operational, legal and  
business levels? 

Intermediary Due Diligence  
In the past, we have seen some unfortunate blow ups caused by no  
fault of the company themselves, but rather inappropriate relationships.   
As such, you need to know how the company vets the people it does business  
with and how it enforces terms of operation.

Administration & IT Operations 
Servicing is an area that can cause great frustration and concern with clients.  As such, this section will explain what parts 
the company manages itself and which parts are outsourced and what controls exist to maintain standards.

 Service Providers 
This section will help you understand who the company trusts with parts of their business.

Business Continuity/Disaster Recovery
Business continuity and disaster recovery are very different but equally important disciplines, particularly where your 
clients are concerned.
You need to know what business continuity management plan provisions are in place and also what contingency plans 
are in place for both IT and people.  
Sometimes you might rather see employed individuals or at other times, a team of external specialists taking  
responsibility for this.
If the worst came to the worst, are they insured to protect themselves, and ultimately your clients?
Finally, you should be aware of how they intend to communicate with you and with the client in times of crisis.
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Operational Risk For Outsourced Functions 
Outsourcing is a way a business brings in external specialism, resource  
and capacity, so it is an inevitable part of most businesses.  What you need  
to do is ensure the companies are outsourcing responsibly.  

This section will explore what processes are in place and what agreements  
and service standards are applied.  It will also look at how frequently 
the relationships are reviewed and tested, and how the company is  
assured of ongoing standards between reviews.

Compliance/Regulation 
Compliance is the cornerstone of a financial services business, so you  
need to know who runs the compliance at the company and what  
structure and team they have around them.  

It will also confirm whether compliance is a documented process and who the company is  
registered with or regulated by.  

Beyond this, understanding the compliance record of the business, any historical or current issues puts you in the driving 
seat.  

Conflicts Of Interest 
It may seem obvious, but documenting how a company aligns its interests to its customers means you can be sure of 
ongoing compatibility.  

This includes any conflicts of interest, and how it manages financial crime and bribery.

 Money Laundering 
The risk of money laundering is a very real threat, particularly in this digital age.  Understanding how the company man-
ages these risks and complies with the appropriate legislation is important.

This section of the report will also determine the individuals who take overall responsibility for this.

Remuneration 
It is important to understand whether the business receives remuneration in respect of business issued post-RDR which 
could be construed to contravene the letter or spirit of COBS as amended by PS13/1.  
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Functionality 
Research is comparing the functionality of the product and due diligence  
is how that company is run.  Nonetheless, research is often based on third  
party systems, so it is important to understand the key functions specifically  
provided by the service selected. 

Platform
• Types of account available such as pensions, ISA, SIPPs, bonds etc. 
• Types of investment allowed such as shares, collectives, ETFs,  
 structured products, DFMs, model portfolios etc. 
• Confirms their charging structure with examples for set portfolio  
 sizes. 
• Confirms the ancillary benefits available such as risk profiling,  
 asset allocation tools, fund performance tools etc. 
• Confirms specific details of the platform set up such as  
 custodian, online availability, white labelling. 
• Confirms adviser charging options.
 
SIPP
• Confirms some of the general features such as AUM, scheme trustees, transfer options, links to platforms. 
• Details types of pension options accommodated such as capped drawdown, FAD, UFPLS, annuity, fixed term   
 annuities etc. 
• Types of investment allowed such as shares, collectives, ETFs, structured products, DFMs, model portfolios etc. 
• Confirms contributions and withdrawal methods. 
• Confirms their charges such as administration, transfer fees, property fees, set up charges, drawdown fees etc. 
• Confirms adviser charging options. 
• Confirms their property facilities.
 
DFM & Investment (both are similar)
• Covers their regulatory obligations such as PI cover, classification status, Pillar 1 requirements etc. 
• Confirms their proposition such as on-platform availability, risk analysis tools, types of solution, obligations   
 under Agents Terms of Business etc. 
• Details their investment philosophy and processes such as their investment approach, investment manager   
 responsibilities, whether active or passive, strategic or tactical and asset class selection etc. 
• Details their risk management approach and controls within their investment process and at company level. 
• Types of investments used such as shares, collectives, ETFs etc. 
• Details their performance analysis such as benchmarks used, timeframes, underperformance explanation etc. 
• Confirms their charging structure such type of charges, frequency, VAT status etc. plus examples for set portfolio  
 sizes. 
• Details their adviser support services such as technology, communication, client interaction such as face to face  
 meetings and website facilities etc. 
• Details their administration facilities.


