
ALTERNATIVE INVESTMENTS

The Comprehensive Guide to Alternative Investment Due 
Diligence Questionnaires (DDQs): AIMA Standards and 
Operational Frameworks
Published: February 3, 2025  |  Index ID: #-

In the complex landscape of alternative investments, the process of due diligence serves as the primary 

mechanism for institutional investors to mitigate risk, ensure regulatory compliance, and verify the operational 

integrity of investment managers. The emergence of the Alternative Investment Management Association 

(AIMA) Due Diligence Questionnaire (DDQ) in 1997 marked a pivotal shift toward standardization in an industry 

once characterized by opaque practices and fragmented information sharing. Today, the DDQ is not merely a 

document but a critical component of a broader Operational Due Diligence (ODD) and Investment Due 

Diligence (IDD) framework.

The Evolution and Significance of the AIMA DDQ Framework

The original AIMA DDQ was born out of a collective need from the investor community for a consistent

methodology to evaluate hedge fund managers. Prior to its inception, managers were frequently inundated with

disparate queries from various Limited Partners (LPs), leading to inefficiencies and potential gaps in information

disclosure. The standardized AIMA template provided a baseline of inquiry that addressed the most critical aspects

of a fund's existence: its management, its strategy, and its operational safeguards.

Over the decades, the scope of the DDQ has expanded significantly. As of 2022, AIMA has released updated 

versions and illustrative questionnaires covering not only hedge funds but also private credit, private equity, and 

Responsible Investment (ESG)practices. This evolution reflects the growing sophistication of the global

regulatory environment (including the influence of the SEC in the US and the FCA in the UK) and the increasing

demand for transparency regarding environmental, social, and governance factors.

Core Theoretical Framework: ODD vs. IDD

To understand the utility of a DDQ, one must distinguish between the two primary pillars of due diligence. While the

DDQ often bridges both, its content is frequently categorized as follows:

•  Investment Due Diligence (IDD): Focuses on the investment thesis, historical performance, alpha generation 

capabilities, portfolio construction, and the risk-adjusted returns of the fund. It seeks to answer whether the 

manager can consistently execute their strategy.

•  Operational Due Diligence (ODD): Focuses on the business infrastructure. It examines the 'plumbing' of the 

firm—compliance, valuation policies, IT infrastructure, cybersecurity, and the background of key personnel. The 

goal is to determine if the firm is a stable business entity that can support the investment strategy without 

operational failure.

The Risk Assessment Matrix

In a technical evaluation, investors use the DDQ responses to populate a Risk Assessment Matrix. Each 

response is assigned a qualitative rating which is then converted into a quantitative score. A common mathematical 

model for evaluating a DDQ involves Weighted Average Risk Scoring (WARS):



Where R is the total risk score, w<sub>i</sub> is the weight assigned to a specific operational category (e.g., 

Compliance, Cybersecurity, Valuation), and s<sub>i</sub>is the score (typically 1 to 5) given to the manager's

response in that category.
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Technical Breakdown of the AIMA DDQ Structure

A standard AIMA DDQ is divided into several modular sections. Each section is designed to probe deeper into the

lifecycle of an investment and the resilience of the management firm. The following table outlines the critical

technical modules found in a modern DDQ:



Module Technical Focus Areas Primary Risk Mitigation Goal

Management &amp; Organization Ownership structure, staff turnover, 
succession planning, and corporate 
governance.

Prevention of key-person risk and 
verification of corporate stability.

Investment Strategy Investment process, asset allocation, 
leverage usage, and liquidity 
management.

Alignment of strategy with investor 
mandates and capacity constraints.

Risk Management Market risk, credit risk, and liquidity 
risk models (VaR, Stress Testing).

Ensuring systematic identification of 
potential capital losses.

Valuation Policies Pricing sources, independent 
valuation committees, and Level 3 
asset treatment.

Ensuring Net Asset Value (NAV) 
accuracy and preventing performance 
manipulation.

Operations &amp; IT Trade lifecycle, middle-office 
functions, and disaster recovery (DR) 
protocols.

Minimizing operational errors and 
ensuring business continuity.

Compliance &amp; Regulatory Regulatory registrations (SEC, NFA, 
FCA), internal audits, and code of 
ethics.

Mitigation of legal risk and regulatory 
enforcement actions.

Standardization vs. Customization: The AITEC-AIMA Collaboration

A significant advancement in the due diligence space is the AITEC-AIMA Due Diligence Questionnaire. 

Specifically designed for vendor due diligence, this version targets the technological and service-provider risks that 

investment managers face. Unlike the fund-level DDQ, the AITEC-AIMA DDQ focuses heavily on Service Level 

Agreements (SLAs), data privacy (GDPR/CCPA), and cybersecurity infrastructure.

Technical reviewers analyzing a vendor DDQ will look for specific certifications such as SOC 1 Type II  or SOC 2 

Type IIreports. These reports provide independent verification that the vendor's internal controls are suitably

designed and operating effectively over a specified period. The integration of these technical standards into the

DDQ process allows for a more granular assessment of third-party risk.

The Role of Responsible Investment (ESG) in Modern DDQs

In August 2022, AIMA published the Illustrative Questionnaire for the Due Diligence of Responsible Investment. 

This was a direct response to the Sustainable Finance Disclosure Regulation (SFDR)in the European Union.

The technical requirements for ESG due diligence now include:

1.  Policy Framework: Documentation of how ESG factors are integrated into the investment decision-making 

process.

2.  Data Sourcing: Identifying whether the manager uses proprietary ESG scoring or third-party providers (e.g., 

MSCI, Sustainalytics).

3.  Principal Adverse Impact (PAI) Tracking: Measuring the negative effects of investment decisions on 

sustainability factors.

4.  Governance: The role of the Board or Investment Committee in overseeing ESG commitments.

Comparative Analysis of DDQ Standards



While AIMA is the gold standard for hedge funds, other organizations offer specialized templates. Choosing the

right framework depends on the asset class and the specific needs of the LP.



Framework Target Asset Class Primary Strengths

AIMA DDQ Hedge Funds, Private Credit Deeply technical on operations and 
risk management; global recognition.

ILPA DDQ Private Equity Focuses heavily on fund terms, 
waterfalls, and alignment of interests.

UNPRI DDQ All Asset Classes The definitive standard for 
sustainability and ethical investment 
screening.

Invest Europe Venture Capital / PE Tailored for the European regulatory 
landscape and SME investing.

Step-by-Step Procedure for Completing a Technical DDQ

For investment managers, completing a DDQ is a high-stakes operational task. It requires cross-departmental

collaboration. The following procedure represents the industry best practice for DDQ management:

Step 1: Data Centralization

Establish a Single Source of Truth (SSOT) . Managers should use a centralized database (such as Dassetior

similar DDQ platforms) to store current firm AUM, headcount, and policy documents. This prevents the

dissemination of conflicting information across different versions of the questionnaire.

Step 2: Subject Matter Expert (SME) Verification

Assign sections to specific departments. The Chief Compliance Officer (CCO) should handle the regulatory 

section, the Chief Technology Officer (CTO)  handles cybersecurity, and the Chief Risk Officer (CRO)manages

the risk models. Each response must be verified against current operational reality.

Step 3: Quantitative Reconciliation

Ensure that numerical data—such as performance figures, AUM by investor type, and exposure limits—reconcile

exactly with the fund’s audited financial statements and investor newsletters. Discrepancies here are major red

flags for ODD analysts.

Step 4: The 'Gap Analysis' Review

Before submission, perform a gap analysis. Identify questions where the firm lacks a formal policy and decide

whether to implement one or provide a robust explanation for its absence. Transparency is often valued more than

a perfect score, provided the risk is managed.

Operational Challenges and Failure Modes

Even with a standardized template, the due diligence process can fail. Common failure modes include:

•  The 'Checkbox' Mentality: Providing generic, boiler-plate answers that do not address the specific risks of the 

investment strategy. Technical reviewers look for bespoke internal controls rather than generic templates.

•  Stale Data: Using figures from a previous fiscal year in a current DDQ. This suggests a lack of operational 

oversight.

•  Inconsistency with Side Letters: Sometimes, the DDQ promises certain levels of transparency or liquidity that 



are contradicted by Side Letters negotiated with individual LPs. This creates legal and operational conflicts.

Case Study: Cybersecurity Failure Disclosure

Consider a scenario where a manager experiences a minor data breach. A technical DDQ will ask for a history of 

cybersecurity incidents. A manager who fails to disclose this—only for it to be discovered during the Background 

Check or IT Auditphase—will almost certainly face a rejection from institutional investors. The correct approach is

to disclose the incident, the remediation steps taken (e.g., implementing Multi-Factor Authentication, conducting

new penetration tests), and the updated Incident Response Plan (IRP).

The Future of Due Diligence: Automation and Digitization

The manual 'Word document' era of DDQs is rapidly coming to a close. The industry is moving toward Dynamic 

DDQs and API-driven data exchange. In this model, investors can pull real-time operational data from the

manager’s systems (with permission). Platforms like the AIMA Portal allow managers to update their DDQ once

and share it with multiple investors, significantly reducing the administrative burden.

Furthermore, Artificial Intelligence (AI) and Natural Language Processing (NLP)are being utilized by investors

to analyze DDQ responses. These tools can automatically flag inconsistencies, identify missing information, and

compare a manager’s responses against their peers to identify outliers in fee structures or risk parameters.

As the alternative investment industry continues to mature, the Due Diligence Questionnaire remains the

cornerstone of trust between the manager and the investor. Its role as a dynamic, technically rigorous document

ensures that capital is allocated not just on the basis of performance, but on the strength of the underlying

institution. For the Senior Technical Writer and the SEO Content Strategist, the challenge lies in maintaining the

precision of these technical standards while ensuring they are accessible to a global audience of financial

professionals. By adhering to the frameworks established by AIMA and other regulatory bodies, firms can ensure

they meet the highest standards of transparency and operational excellence.
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