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Quick-Guide: Due Diligence 

 
 

Due diligence – inspecting what you expect 

Due diligence is about independently verifying a supplier’s ability to deliver fully against their contract. It’s a 
matter of prudence and good business practice.  

Due diligence can be part of the evaluation process that precedes contract negotiation, when both parties 
have an opportunity to test their expectations and understanding of the contract. During this phase, you 
should check all the contract assumptions and clarify all the roles and obligations. If serious, irresolvable 
issues arise during due diligence, you should find another supplier. 

For agencies, due diligence means checking that your supplier: 

 is who they claim to be 

 is financially sound 

 has the capacity, capability and expertise to deliver 

 has the systems and process to deliver 

 has a strong understanding of the contract deliverables and requirements and its obligations under the 
contract. 

The test is the supplier’s ability to deliver not only now, but throughout the life of the contract.  

How to do due diligence 

It’s best to verify your information from more than one source – through your own research, by asking the 
supplier for documentation and by seeking confirmation from referees or third parties. The referees must be 
the supplier’s current or recent customers. Other third parties could be the supplier’s accountant or bank 
manager. 

Due diligence can take many different forms, with the main types in procurement activities being: 

 referee checks 

 Companies Office checks 

 audited accounts’ checks 

 credit checks 

 insurance certificate checks 

 compliance certificate checks 

 site visits 

 clarifications of methodology and approach to delivery 

 product testing 

 security checks. 

 Personal Property Security Register checks  

 

Not all procurement activities require detailed due diligence. It depends on their value, the nature of the goods 
or services and the risk of poor performance to your agency’s business. 

When do we need to do due diligence? 

You should identify the due diligence requirements when planning your procurement activity. The 
procurement risk analysis should help you to identify the type and extent of due diligence required.  

Due diligence usually happens as part of the final evaluation and negotiation, and sometimes (at the buyer’s 
request) at the pre-tender stage.  
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Due diligence during tender evaluation  

Once your initial evaluation is complete, you’ll probably need to do some level of due diligence in relation to 
your shortlisted suppliers or your preferred supplier.  

Make sure you match the type of due diligence and the level of investigation to the nature of the contract, its 
value and the relative risks. For example, you’ll need to undertake comprehensive due diligence for high-risk, 
high-value, complex or unique procurement activities, while simple, routine procurement activities might only 
need some basic checks and balances.  

Pre-tender due diligence 

Very occasionally, the buyer will ask for a pre-tender due diligence. In this case the supplier must perform its 
due diligence on the goods or services before it submits a tender. The process is designed to ensure that the 
tender price is firm (not conditional on further investigation or information that could arise later).  

Top tips 

Information technology (IT) systems 

A high level of due diligence is recommended when procuring IT software development and systems. You’ll 
find a good example in the Ministry of Health’s Vendor Due Diligence checklist, available at  
www.procurement.govt.nz. 

 

Site visits – what to watch for 

If your due diligence involves site visits, make sure you manage your risks by: 

 applying the same process to all site visits i.e. allocating the same time to each visit, inspecting the 
same products or services and asking the same questions  

 organising and paying for your own travel and meals – hospitality is an integrity issue 

 maintaining a record of each visit – who attended, who you spoke to and the answers you received 

 making a formal note of your findings for each visit. These are part of the evaluation and must be 
recorded 

 not letting the visit give the supplier the opportunity to enhance or add to its original tender. 

 

 

 

 

 

 

For more information 

 New Zealand Government: Quick-Guide: Conflicts of Interest – www.procurement.govt.nz 

 State Services Commission: Standards of Integrity & Conduct – www.ssc.govt.nz 

 Office of the Auditor-General: Managing Conflicts of Interest: Guidance for public entities – 
www.oag.govt.nz 

 

 

http://www.oag.govt.nz/

