Quality of Earnings 101 GUARDIAN

Due Diligence

Guardian Due Diligence & Our Team of Accountants

At Guardian, our 25-person team helps self-funded searchers get good deals done and stops them from buying bad
businesses. Our key service offering is a Quality of Earnings (QoE) to support financial due diligence, but we're different
from our competitors because we can advise clients through an entire deal process and each of our services comes
wrapped with "deal advisory" services helping clients negotiate LOls, refine company valuations, and transfer learnings
from diligence into actionable plans for better deal execution.

2-Minute Videos Showing You What to Look for in QoE

B Quality of Earning 101 Overview EBITDA and the adjustments

Quality of Earnings

Introduction to the Top 3 Areas in Your QoE

+ Look at the EBITDA adjustments and be sure they are
true expenses you will not need to pay going forward.
+ Total adjustments should be a reasonable percentage

Quality of Earnings Report
Financial Due Diligence l

» Overview Video of adjusted EBITDA. Look for large areas of difference
* Area 1 - EBITDA and the adjustments that may still make sense (like owner salary for

» Area 2 - Proof of Cash instance).

+ Area 3 - Profit per Product or Service « That's how the experts do it!

Proof of Cash Profit per Product or Service

+ Bank's version of revenue.

+ Bank's version of costs.

+ Banks version of profit.

+ A good deal has very small differences and they are
especially small in the previous year leading up to the
acquisition.

+ Consistency of margins as the business grows.

+ Look for any known expenses that you'd expect to
see - and make sure they are represented.

* This is where your industry knowledge comes into

play.

N

° Learn more at www.guardianduediligence.com.

Elliott Holland * Partner 404-441-2637 eholland@guardianduediligence.com



mailto:eholland%40guardianduediligence.com?subject=Guardian%20Delivers%20Value%20Inquiry%20from%20PDF
https://www.youtube.com/watch?v=XDVFloSBuko
https://www.youtube.com/watch?v=FOO2guTNXBE
https://www.guardianduediligence.com/whitepapers/quality-of-earnings
http://www.guardianduediligence.com
https://www.loom.com/share/9093d2e381ec4b58b59f507a5ccda8b1
https://www.loom.com/share/9093d2e381ec4b58b59f507a5ccda8b1
https://www.loom.com/share/b8e71535355d40f996eda6f4fc0e7e2e
https://www.loom.com/share/cf9799c5e950484f905990f13d1b88f7
https://www.loom.com/share/c09b737d380b4fce95915d346f2fee0d
https://www.youtube.com/watch?v=3LssCIqae9k

