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Notice to Readers 

This Buy-Side Due Diligence Report (or “report”) contains management-prepared financial information based on the accounting records of [Target] (the  

“Company”), prepared by Guardian Due Diligence(“Guardian”) at the direction of and solely for the benefit of the [Customer] in conjunction with a potential  

transaction and prepared in accordance with our engagement letter dated June 23, 20##. Distribution, access or receipt of this report to or by anyone other  than the 

Company without a signed Release Letter being provided to Guardian is strictly prohibited. 

Receipt of or access to this report by any party other than the [Customer], whether acknowledged by a signed Release Letter or not, agrees, and the receipt of  

this Buy-Side Due Diligence Report serves as an acknowledgment thereof, as follows: 

 That the subject matter hereof and all of the information contained herein is of a confidential nature and that the recipient will treat such information in a  
confidential manner and will not, directly or indirectly, disclose or permit its affiliates or representatives to disclose any information regarding its receipt  

hereof or any information contained herein to any other person or reproduce, disseminate, quote or refer to this Report. 

 The recipient understands that the work performed by Guardian was performed in accordance with instructions provided by the Company and was  
performed exclusively for the Company’s sole benefit and use. 

 The recipient of this report acknowledges that this report was prepared at the direction of the Company and may not include all procedures deemed  

necessary for the purposes of the recipient and that certain findings and information may have been communicated to the Company that are not  reflected in 
the report. 

 The recipient agrees that it does not acquire any rights as a result of such access that it would not otherwise have had and acknowledges that  Guardian does 
not assume any duties or obligations to the recipient in connection with such access. 

 The recipient agrees to release Guardian and its personnel from any claim by the recipient that arises as a result of Guardian permitting or the  recipient 
having access to the report. 

 The recipient agrees not to disclose or distribute the report or information received, orally or in writing to any other parties without Guardian’s prior  written 
consent. 

While the information contained herein is believed to be accurate, neither management, its affiliates, Guardian or any of its advisors, make any  representation or 

warranty as to the accuracy or completeness of such information. Only the particular representations and warranties which may be made to  the purchaser in a 

definitive written agreement, and subject to such limitations as may be specified in such agreement, shall have any binding effect. 
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August ##, #### 

[Customer]  

[Title]  

[Address] 
 

Dear [Customer]: 

We have performed pre-sale sell-side due diligence analysis of certain financial data of  

[Target Company or Target] (the “Company”) solely for the Company’s use in  accordance 

with the terms of our engagement letter dated [Date} We understand  that [Customer] is 

exploring the potential acquisition of the Company with parties yet to  be determined. 

Our financial buy-side due diligence analysis was conducted by professionals from our  

Family Office Advisory Group and a significant portion of our work consisted of inquiries  

with your accounting and management personnel, without further verification. We have  

not performed procedures to evaluate the reliability or completeness of the information  

obtained and, accordingly, no opinion is expressed or implied. 

We make no representation regarding the sufficiency of our work either for this or any  

other purpose. The sufficiency of the work we performed is solely the responsibility of  the 

Company as are any decisions with respect to a transaction. Had we been  requested to 

perform additional work, other matters might have come to our attention  that would have 

been reported to you. 

We have not completed or applied adequate procedures to the prospective information  

contained in this document to provide any form of assurance concerning the reliability,  

accuracy or completeness of such prospective information. We remind you there will  

usually be differences between projected and actual results because events and  

circumstances frequently do not occur as expected, and those differences may be  

material. 

Any advice or information contained in this report is not intended or written to be used,  

and cannot be used, for purposes of avoiding tax penalties that may be imposed on  any 

taxpayer and should not be used for the purpose of reporting any transaction on a  tax 

return. No tax return preparer may rely on the information contained in this report in  

reporting any position on any tax return, and each preparer must make an independent  

judgment as to whether adequate disclosure is required with respect to any tax return  

position. Notwithstanding anything to the contrary herein, [Customer] and each of its  

employees, representatives, or other agents may disclose to any and all persons the  tax 

treatment and tax structure of the transaction(s) related to our federal income tax  advice 

and all materials of any kind including our opinions or other tax analyses,  provided that 

such disclosure shall not be made to the extent prohibited by applicable  securities law. 

Any such disclosure must include a notification of the limited scope of  our engagement 

in which the advice, structure and analysis were rendered as well as  the statement that 

the advice, structure and analysis were directed to [Customer] and  cannot be relied on 

by any other party or in any other transaction or circumstance. 

This document has been prepared solely for the members of [Customer] in accordance  

with the terms of our engagement letter dated [Date]. This document is not to be  referred 

to or quoted, in whole or in part, in any registration statement, prospectus,  public filing, 

loan agreement or other document without our prior written approval. 

If you have any questions, please contact us. 

D R A F T 

 
Guardian Due Diligence, LLC 



Proof of Cash Examples 
(Recreate the Financial Statements from 
the Bank Statements & Tax Returns) 
 
[Similar to a CPA’s Reconciliation] 



Example 1 

Proof of cash - Tampa 

This written communications is intended solely for the information and internal use of Client, and is not intended to be and should not be used by any other  

person or entity. No other person or entity is entitled to rely, in any manner, or for any purpose, on this written communication. 

CONFIDENTIAL DRAFT 0 

FY## and LTM## proof of cash - project Tampa 

$'000 Jan-## Feb-## Mar-## Apr-## May-## Jun-## Jul-## Aug-## Sep-## Oct-## Nov-## Dec-## Jan-## Feb-## Mar-## Apr-## FY## LTM## 

Operating cash receipts: 

Deposits - Checking Account (a) 261 307 122 152 181 159 111 142 132 169 114 162 94 389 128 169 2,013 1,951 

Less: Transfers in (a) (29) - (11) (10) (20) (59) (0) (10) - (10) (10) - - (122) (10) (25) (158) (266) 

Operating cash receipts 232 307 111 142 162 100 110 132 132 159 104 162 94 267 119 143 1,855 1,685 

Cash-basis revenue: 

Revenue (c) 178 227 151 206 162 113 93 140 188 119 196 121 167 263 180 252 1,894 1,993 

Related party elimination (19) - (10) (10) (19) (10) - (10) - (10) (10) - - (19) (10) (19) (96) (106) 

Increase (decrease) in unearned tuition (d) 33 81 (16) (21) (25) 3 41 (36) (22) (22) (22) (22) (34) (2) (44) (50) (29) (236) 

(Increase) decrease in AR (d) 77 11 (18) (32) 22 (22) (16) 7 (26) 86 (63) 47 0 (7) (2) (31) 72 (5) 

Cash-basis revenue 269 319 107 143 140 84 118 101 139 173 101 146 133 235 125 152 1,841 1,647 

Difference (37) (12) 4 (1) 22 16 (8) 31 (7) (14) 3 16 (39) 33 (6) (8) 14 38 

Difference as % of cash-basis revenue (13.76) (3.72) 3.38 (0.38) 15.45 19.67 (6.50) 30.66 (4.89) (8.26) 2.91 11.14 (29.50) 13.99 (5.08) (5.51) 0.7% 2.3% 

Operating cash disbursements: 

Withdrawals/debits - Checking Account (a) 202 185 185 166 150 215 144 148 148 166 140 158 143 259 146 181 2,007 1,997 

Less: Transfers out (a) (29) (5) (11) (5) (20) (59) (0) (10) - (10) (10) - - (122) (10) (25) (158) (266) 

Less: Capex (b) - (3) - - - - - (2) - - - (6) - - - - (11) (8) 

Less: Loan Payments (b) (11) (61) (11) (23) (11) - (11) (11) (11) (11) (11) (11) (11) (11) (11) (11) (187) (125) 

Less: Distributions (b) (5) (0) (1) (6) (0) (3) (3) (1) (1) 0 - 19 (0) (0) (6) (2) - 4 

Operating cash disbursements (2) 157 116 162 133 119 153 130 124 135 144 119 159 132 125 119 142 1,651 1,602 

Cash-basis expenses: 

Total expenses (c) 191 139 137 156 136 128 125 137 123 144 134 201 131 137 146 142 1,750 1,684 

(Increase) decrease in AP (d) 18 (4) 26 (24) (8) 9 (2) (1) 22 (13) (0) 0 17 (4) (13) 3 23 10 

(Increase) decrease in accrued expenses (d) 3 (1) 1 - - - (1) 1 - - - - - - - - 3 - 

Less: Depreciation expense (c) - - - - - - - - - - - (36) - - - - (36) (36) 

Less: Interest expense (c) (7) (7) (6) (14) (7) - (7) (7) (7) (7) (7) (7) (7) (7) (6) (7) (83) (76) 

Cash-basis expenses 205 127 157 118 121 137 116 130 138 124 126 158 140 127 127 138 1,658 1,582 

Difference (49) (11) 5 14 (2) 16 14 (5) (2) 20 (8) 0 (9) (1) (8) 4 (7) 19 

Difference as % of cash-basis expenses (23.73) (8.87) 3.32 12.19 (1.87) 11.50 12.13 (3.97) (1.65) 16.54 (5.97) 0.11 (6.14) (0.99) (6.23) 2.85 -0.4% 1.2% 

Net difference 12 (1) (2) (15) 24 1 (22) 36 (5) (35) 11 16 (31) 34 2 (12) 21 19 



Example 2 

Proof of cash - Cars 

The adjacent  

schedules present 

the Company’s bank  

statements to  

revenue as reported  

in the financial  

statements as well 

statements to total  

cost of sales and  

operating expense  

per the financial  

statements. 

Revenue reconciliation 

$' 000  FY##  LTM ## 

Cash receipts, bank 13 , 867 17 , 259 

Less: Owner contributions - (255) 

(29) (361) Less: CFS receipts 

Less: Electronic transfers in (920) (1,481 ) 

Net cash receipts 

Less: Increase in financial reserve 

8 , 321 

(367) 

9 , 520 

(555) 

The Company performs significant amounts of  
transfers asall car purchases are paid for out of  

the Central bank account. 

as cash Less: Bad debt write-offs (1,623 ) (1,839 ) 

disbursements per Less: non-cash inventory (2,583 ) (2,260 ) 

the Company’s bank Less: Loss on third party note (657) (998) 

Adjusted revenue 8 , 467 9 , 668 

Difference (145) (148) 

Source: Compiled financial statements; bank statements; information provided  
by management 

Expense reconciliation 

$' 000 FY##  LTM ## 

Cash disbursements, bank 13,900 17,308 

Less: CFS disbursements (29) (361) 

Less: Sales tax es paid (981) (1,150) 

Less: Check transfers out (1,922) (2,396) 

Less: Transfers out (920) (1,481) 

Revenue, financial statements 14 , 716 16 , 427 Less: Interest expense (475) (516) 

Less: Increase in AR (1,020 ) (1,107 ) Net cash disbursements 7,746 9,215 

the reconciliation of Less: Debt issued (2 ,674 ) (3 ,245 ) Less: Debt repayment (1 ,736 ) (2 ,077 ) 

cash receipts per Less: Check transfers in (1 ,922 ) (2 ,396 ) Less: PP&Epurchases (91 ) (112 ) 

Reflects receipts of cash and subsequent  
disbursement on behalf of (and to) CFSrelated  
to the sold portfolios. Management indicated 

that the disbursements are typically made on the  
day following receipt. 

Less: Interest expense (475 ) (516 ) 

Adjusted expense 8 ,010 9,450 

Difference 264 235 

Operating cash flow, bank 576 305 

Operating cash flow, financial statements 457 218 
Represents the value of cars associated with  
repossessions and trade-ins (i.e., non-cash  

transaction revenue or reduction in bad debt  
expense and non-cash inventory purchases). 

Cost of sales, financial statements  

Operating expense, financial statements 

8,471 

4,212 

9,476 

4,717 

Plus: Increase in inventory 374 489 

Less: Non-cash inventory (2 ,583 ) (2 ,260 ) 

Less: Increase in AP and accrued (243 ) (587 ) 

Less: Bad debt expense (1 ,623 ) (1 ,839 ) 

(62 ) Less: Discount on notes sold  

Plus: Depreciation expense 

(149 ) 

25 31 

Difference (119 ) (87 ) 

Source: Compiled financial statements; bank statements; information provided  
by management 

This written communications is intended solely for the information and internal use of Client, and is not intended to be and should not be used by any other  

person or entity. No other person or entity is entitled to rely, in any manner, or for any purpose, on this written communication. 

CONFIDENTIAL DRAFT 1 



Example 3 

Proof of cash - Prep 

The adjacent  

schedules present  

the reconciliation of  

cash receipts per 

the Company’s bank 

statements to  

revenue as reported  

in the financial  

statements as well  

as cash  

disbursements per 

the Company’s bank  

statements to total  

cost of sales and  

operating expense  

per the financial  

statements. 

This written communications is intended solely for the information and internal use of Client, and is not intended to be and should not be used by any other  

person or entity. No other person or entity is entitled to rely, in any manner, or for any purpose, on this written communication. 

CONFIDENTIAL DRAFT 2 

Revenue reconciliation - Project Prep FY## FY## 

Cash receipts per bank 1,999 3,429 

Less transfers in: (43) (1,026) 

Assets acquired through bond issue - (110) 

Net receipts 1,956 2,293 

Revenue per FS  

(Increase)/decrease in AR 

1,974 

(40) 

2,377 

(10) 

Cash revenue 1,933 2,367 

Difference 23 (74) 

Disbursement reconciliation - Project Prep FY## FY## 

Cash disbursements per bank 1,886 3,317 

Less transfers out: (43) (1,026) 

Capex (18) (4) 

Non-operating payments - (160) 

Less debt payments (25) (115) 

Net disbursements 1,801 2,013 

OPEX per FS 1,712 1,978 

(Increase) in AP 49 1 

Cash expense 1,761 1,979 

Difference 40 34 



Example 4A 

Proof of cash - Albany 

The adjacent  

schedules present  

the reconciliation of  

cash receipts per 

the Company’s bank 

statements to  

revenue as reported  

in the financial  

statements as well  

as cash  

disbursements per 

the Company’s bank  

statements to total  

cost of sales and  

operating expense  

per the financial  

statements. 

This written communications is intended solely for the information and internal use of Client, and is not intended to be and should not be used by any other  

person or entity. No other person or entity is entitled to rely, in any manner, or for any purpose, on this written communication. 

CONFIDENTIAL DRAFT 3 

Proof of cash analysis – FY## (Albany) 

$'000 Jan-## Feb-## Mar-## Apr-## May-## Jun-## Jul-## Aug-## Sep-## Oct-## Nov-## Dec-## FY## 

Receipts: 

Deposits per the bank statement(s) 

Account: SunTrust - A 268 345 359 282 331 258 287 329 242 275 232 236 3,442 

Account: SunTrust - B 4 2 2 2 3 3 6 5 5 5 3 3 40 

Account: SunTrust - C 0 114 92 15 0 95 74 81 0 50 30 0 551 

Sales tax (1) (7) (3) (2) (2) (2) (2) (2) (2) (2) (1) (2) (27) 

Transfers (70) (136) (146) (52) (23) (174) (123) (140) (27) (85) (93) (30) (1,097) 

Operating cash receipts 201 318 304 245 309 179 242 273 218 244 171 206 $2,908 

Revenue per the income statement 

Reported revenue 453 298 222 239 166 210 298 195 235 145 174 120 2,756 

(Increase) / decrease in accounts receivable (255) 15 73 (2) 139 (34) (58) 67 (22) 82 (15) 45 35 

(Increase) / decrease in suspense account (1) 2 (0) (0) 1 (3) (1) 6 0 (1) 1 35 38 

Total revenue, cash basis 197 314 295 237 305 173 240 268 214 226 160 200 $ 2,829 

Difference 4 3 9 8 4 6 2 6 4 17 11 6 $ 80 

 

Disbursements: 

Checks paid per the bank statement(s) 

Account: SunTrust - A 88 95 75 198 93 80 88 152 102 154 115 115 1,354 

Account: SunTrust - B 5 2 2 2 2 1 8 3 6 5 1 3 40 

Account: SunTrust - C - - - - - - - - - - - - - 

Electronic withdrawals per the bank statement(s) 

Account: SunTrust - A 172 251 225 135 166 256 189 175 85 175 110 119 2,059 

Account: SunTrust - B - - - - - - - - - - - - - 

Account: SunTrust - C 66 20 52 35 20 77 44 54 22 30 60 28 507 

Distributions (40) - - (60) - (20) - - (25) - - - (145) 

Sales tax (1) (7) (3) (2) (2) (2) (2) (2) (2) (2) (1) (2) (27) 

Capex - - - - - (64) - - - - - (13) (77) 

Transfers (70) (136) (146) (52) (23) (174) (123) (140) (27) (85) (93) (30) (1,097) 

Operating cash disbursements 219 225 205 256 257 154 204 243 161 278 193 219 $2,614 

Expenses per the income statement: 

Cost of goods sold 149 179 149 205 191 116 129 199 107 191 157 190 1,962 

Depreciation - COGS (0) (0) (0) (0) (0) (0) (0) (0) (0) (0) (0) (0) (4) 

Selling, general and administrative 14 29 29 31 61 22 30 31 23 29 26 47 372 

Depreciation - SG&A (0) (0) (0) (0) (0) (0) (0) (0) (0) (0) (0) (0) (2) 

Other expense 13 13 15 14 18 14 19 29 19 29 13 23 221 

(Increase) / decrease in other current assets - 22 - - - - - - - - 5 - 27 

Increase / (decrease) in current liabailities (0) (16) (1) (2) 0 16 (19) 1 (0) (0) 1 (2) (22) 

Total expenses, cash basis 176 227 192 248 269 168 158 259 149 248 202 258 $ 2,554 

Difference 43 (2) 13 9 (12) (14) 45 (16) 12 30 (9) (39) $ 61 



Example 4B 

Proof of cash - Columbus 

The adjacent  

schedules present  

the reconciliation of  

cash receipts per 

the Company’s bank 

statements to  

revenue as reported  

in the financial  

statements as well  

as cash  

disbursements per 

the Company’s bank  

statements to total  

cost of sales and  

operating expense  

per the financial  

statements. 

Proof of cash analysis - FY13 (Columbus) 

$'000 Jan-## Feb-## Mar-##Apr-## May-## Jun-## Jul-## Aug-## Sep-## Oct-## Nov-## Dec-## FY## 

Receipts: 

Deposits per the bank statement(s) 

Account: SunTrust - X 210 391 325 416 284 154 589 164 239 147 217 204 3,339 

Account: SunTrust - Y - 1 - 0 - - - 0 0 0 - 4 6 

Account: SunTrust - Z 50 175 114 129 0 0 312 0 0 49 50 25 904 

Sales tax (1) (7) (1) (2) (2) (2) (1) (1) (3) (1) (2) (1) (25) 

Transfers (65) (196) (189) (212) (125) (80) (432) (41) (50) (49) (90) (109) (1,640) 

Operating cash receipts 194 364 249 330 156 72 468 122 186 146 175 123 $2,584 

Revenue per the income statement 

Reported revenue 391 178 408 181 101 454 127 121 202 173 103 100 2,539 

(Increase) / decrease in accounts receivable (207) 199 (172) 149 51 (381) 340 (3) (15) (30) 70 23 26 

(Increase) / decrease in suspense account 

Total revenue, cash basis 184 377 236 330 152 73 468 118 187 143 173 123 $ 2,565 

Difference 10 (13) 13 (0) 4 (1) 0 4 (1) 3 1 0 $ 19 

 

Disbursements: 

Checks paid per the bank statement(s) 

Account: SunTrust - X 62 46 106 219 133 91 195 116 63 132 95 99 1,355 

Account: SunTrust - Y - 1 - 0 - 0 - 0 0 0 - - 2 

Account: SunTrust - Z - - - - - - - - - - - - - 

Electronic withdrawals per the bank statement(s) 

Account: SunTrust - X 149 285 252 220 127 87 407 48 49 121 103 115 1,965 

Account: SunTrust - Y - - - 4 0 0 0 0 0 0 0 - 4 

Account: SunTrust - Z 15 20 75 80 125 80 120 41 50 - 40 80 726 

Distributions (25) - - (60) - (20) - - (25) - - - (130) 

Sales tax (1) (7) (1) (2) (2) (2) (1) (1) (3) (1) (2) (1) (25) 

Capex - - (1) (2) - - - - - - - - (3) 

Transfers (65) (196) (189) (212) (125) (80) (432) (41) (50) (49) (90) (109) (1,640) 

Operating cash disbursements 135 149 242 246 257 156 290 163 84 203 146 184 $2,254 

Expenses per the income statement: 

Cost of goods sold 81 75 179 205 238 93 232 116 59 150 108 179 1,716 

Depreciation - COGS - - - - - - - - - - - - - 

Selling, general and administrative 8 18 23 21 33 13 26 21 19 22 18 33 256 

Depreciation - SG&A - - - - - - - - - - - - - 

Other income 27 15 17 21 20 15 30 14 14 22 18 36 249 

(Increase) / decrease in other current assets 6 6 (14) 0 (2) 6 1 (8) 5 (3) - 8 5 

Increase / (decrease) in current liabailities 8 (14) (6) 0 0 0 2 (0) (1) 2 (1) (1) (10) 

Total expenses, cash basis 130 100 199 248 289 128 291 143 96 193 144 255 $ 2,216 

Difference 5 49 43 (2) (32) 28 (1) 20 (13) 10 2 (71) $ 38 

This written communications is intended solely for the information and internal use of Client, and is not intended to be and should not be used by any other  

person or entity. No other person or entity is entitled to rely, in any manner, or for any purpose, on this written communication. 

CONFIDENTIAL DRAFT 4 



Additional Analysis 
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Schedule 1 
Sales and gross margin by brand 

Source: Information provided by management. 

This written communications is intended solely for the information and internal use of Client, Inc. and is not intended to be and should not be used  

by any other person or entity. No other person or entity is entitled to rely, in any manner, or for any purpose, on this written communication. 

CONFIDENTIAL 
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Private label 

20## 20## YTD## 

Contribution margin by brand 

Sales mix by brand 

DRAFT 4 
0 

Management stated  

that the Company  

can demand a much  

higher margin on its  

brand because it is  

recognized as such  

a premium product. 

The brand (more  

soaps and lotions)  

sells in a more  

competitive Bath  

and Body works  

market where  

there are more  

competitors and  

products, thus the  

lower margin. 
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North America Europe 

Source: Information provided by management. 

Aust/NZ Other 

Schedule 2 
Sales and gross margin by location 

Sales in Europe  

have comprised a  

larger percentage of  

total sales due to  

the recent customer  

wins such as 

Sales mix by location 

North America Europe 

Source: Information provided by management. 

Sales by location 

The Company’s largest customer,  
[Customer] submits large “lumpy”  

orders. Management expects sales to  
Australia to increase in FY## despite  

YTD## sales appearinglow. Decline is due to 
Company’s distribut or in Chin 

purchasing inven tory inFY 

,the  

a,over  

##. 

This written communications is intended solely for the information and internal use of Client, Inc. and is not intended to be and should not be used  

by any other person or entity. No other person or entity is entitled to rely, in any manner, or for any purpose, on this written communication. 

CONFIDENTIAL 


