—

7 Times You Know Your Deal is Dead GUARDIAN

Due Diligence

Unfortunately, not all acquisition deals will be what they seem or work out the way you want. Experienced buyers will be able to
recognize when that is happening. Getting out when you know a deal is headed south is crucial. Time wasted is money wasted.
Know when your deal is dead so you're not wasting time that could be spent finding the opportunity that is actually right for you.

Here are 7 scenarios that should tip you off that your deal is done.

The seller repeatedly presents a good alternative to selling

The diligence process might be so uncomfortable for the seller that they would prefer to take an alternative route to selling. Listen for
suggestions that they are considering another option. They will likely take it, and you will have wasted your time showing the seller that
the alternative to selling is better for them.

The seller still has not engaged a lawyer or CPA halfway through diligence

If you've spent $30-50k on diligence and the seller has spent SO, they are demonstrating that they are not serious about the sale. They
are merely going through the motions. A true seller will certainly need to know their own numbers, review legal documents and purchase
agreements, and understand their upcoming tax burden from a million plus sale of a business.

You spot a malicious integrity issue with the seller or company

Trust your instincts. If you notice a seller is obfuscating or misrepresenting the truth, you probably have reason to be alarmed. If you
catch the seller in a lie to you or your team, that is likely not the first lie they've told. Reconsider your deal. You don't want to spend your
time working with someone who doesn't intend to make an honest deal.

The seller is already competing with the business youre buying before the deal is done

Sellers have experience in their industries. That creates an opportunity for them to continue making money beyond the business they
want to sell. Look out for sellers who own (or have a partner or family who owns) a separate entity that is related to the business for sale
and they plan to spend more time in that entity post close. This could mean trouble for you.
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The seller attempts to raise the price a second time during due diligence

After your Letter of Intent has been accepted, there is no good reason a seller should be attempting to raise the price of your deal multiple
times. Take this as a red flag. The seller either doesn't know what they want or is trying to push you out of the deal.

You cannot see a path to proficiently running the business on day one after close

Before closing, you should be fully prepared to run the business proficiently. If you don't know how to turn the business around or how to
keep it functioning properly, you're not going to get the return on investment that you're hoping for. During diligence, you might discover
that you're unsure of how you should proceed after closing. This might mean it's time to walk away.

You see a cliff coming in that industry or in that company

This is one reason why it's crucial to understand why a seller is selling -- whether or not the true story matches up with what they've told
you. Do your research to understand the health of the industry you're entering. Avoid buying into an industry or business that's bound to
fail.

Spot these signs as early as possible in your deal so you're not wasting precious time that you could be using to look for your next
opportunity. The quicker you realize that your deal is not going the way you'd hoped, the quicker you can move onto something bigger
and better. Sometimes, identifying these risk factors comes down to having the right team back you up. Deal experts like those at
Guardian Due Diligence have seen it all. We're experienced acquisition entrepreneurs ourselves, and our real-world knowhow allows
us to help buyers like you avoid wasting time on a bad deal.

Learn more at www.guardianduediligence.com.
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We are your deal champion. Each deal needs a lawyer, a CPA, and an expert deal professional. Guardian is the expert. We provide
the advice that allows buyers to more effectively manage the highly layered process of buying a business and feel comfortable that
they are not getting fleeced or buying a lemon. This allows our clients to focus on the deal and not the details. Our services provide
an expert layer of protection for your investment.
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Other Helpful Resources

Due Diligence War Stories Sample Quality of Earnings Report
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