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Notice to Readers

This Buy-Side Due Diligence Report (or ñreportò) contains management-prepared financial information based on the accounting records of [ ] . , the ñTargetò or the 

ñCompanyò, prepared by Guardian Due Diligence(ñGuardianò) at the direction of and solely for the benefit of _______ the in conjunction with a potential transaction 

and prepared in accordance with our engagement letter dated_______. 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 [ ], 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:

Á 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.

Á 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 Companyôs sole benefit and use.

Á 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.

Á 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.

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

Á The recipient agrees not to disclose or distribute the report or information received, orally or in writing to any other parties without Guardianôs 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 due diligence analysis of certain financial data of [Target Company 

or Target] (the ñCompanyò)solely for the Companyôs 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

Financial Due Diligence 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
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Term Definition

Glossary of Terms and Abbreviations

The Company [ ]

Guardian Guardian Due Diligence, LLC

FY18 Fiscal year 2018; the twelve-month period from January 1, 2018 through December 31, 2018

FY19 Fiscal year 2019; the twelve-month period from January 1, 2019 through December 31, 2019

FY20 Fiscal year 2020; the twelve-month period from January 1, 2020 through December 31, 2020

TTM21 Trailing twelve months 2021; the period from March 31, 2020 through March 31, 2021

EBITDA Earnings before interest, taxes, depreciation and amortization

Historical period Collectively consists of FY18, FY19, FY20 & TTM 21.

Fx Foreign exchange

USD United States Dollar

WIP Work-in-process

Capex Capital expenditures

G/L General ledger

NQ Not quantified

Rounding Some totals may not agree to the nearest dollar shown due to rounding differences

GP and GP% Gross profit and gross profit as a percentage of net sales, respectively
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Background

Company Overview

[ ]  the ñTargetò or the ñCompanyò, provides plumbing services to 

residential and commercial customers in the [City, State] area.

The Company offerings include Bathroom Plumbing, Kitchen 

Plumbing, Water Heaters, Sewer Repair, Water Softeners, Water 

And Gas Lines, Drain Cleaning for Residential Plumbing. 

Commercial Services include Commercial Bathrooms, 

Commercial Kitchen, Sewer & Drain Cleaning, Commercial 

Drains.

Customers

The Company has very low customer concentration with the Top 

10 customers representing 12% of sales for the TTM period. The 

largest customers from a year ago do not repeat the ñordersò in 

the succeeding as many of these are related to one time retrofits 

or projects. The company has continued to gain new customers, 

driving the revenue growth.

Financial Statements and Accounting Systems

The Companyôs finance and accounting functions are overseen 

by XXXX. 

The Company utilizes QuickBooks (ñQBò) as its ERP system, 

which is fully integrated with the general ledger. 

Financial Overview FY18 FY19 FY20 TTM21

in thousands

Net sales, as reported 4,963.4$     5,358.8$     5,501.7$     5,409.1$     

Net sales, as adjusted* 4,963.4$     5,358.8$     5,501.7$     5,409.1$     

Growth rate N/A 7.97% 2.67% -1.68%

EBITDA, as reported 1,262.5$     1,516.1$     1,678.6$     597.1$        

EBITDA %, as reported 25.44% 28.29% 30.51% 11.04%

EBITDA, as adjusted 1,526.4$     1,782.4$     2,091.8$     1,819.9$     

EBITDA %, as adjusted 30.75% 33.26% 38.02% 33.64%

Balance Sheet Dec-2018 Dec-2019 Dec-2020 Mar-2021

Current assets 338.0$       533.0$       1,427.4$     441.2$        

Long Term Assets 1,869.7$     (55.3)$        16.3$         144.7$        

Total assets 2,207.6$     477.7$       1,443.6$     585.9$        

Total liabilities and equity 2,207.6$     477.7$       1,443.6$     585.9$        
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Points of Interest

II ïExecutive Summary

Point of Interest Comments

Adjusted EBITDA improved in 

TTM21

Adjusted EBITDA increased as indicated in the chart below, The following is a presentation of the quality of earnings adjustments to 
EBITDA:

EBITDA Adjustments: This component shows the impact of EBITDA adjustments to arrive at adjusted EBITDA. Refer to the Quality of 

Earnings for more information (Adjustment No. 1 to 24 ).

Margin Analysis
EBITDA margins before SDE ranged 

from 31.1% in 2018 to a high of 38% in 

2020, with the TTM margin of 33.8%

Á On a consolidated basis, EBITDA margins before SDE ranged from 31.1% in 2018 to a high of 38% in 2020, with the TTM margin 
of 33.8%.  The TTM margin is in line with historical levels, although the 2020 margin does appear high. This may relate to issues 
discussed previously about cash vs accrual revenue and/or the lack of inventory tracking that could cause COGS to be 
understated. (Refer Income Statement & Balance Sheet section for additional discussion)

Revenue Analysis
The companyôs revenue (and expenses) 

are largely booked on a cash basis as 

income is received.

January of 2020 and December of 2020 

were very large collections months 

($707K and $558K respectively vs an 

average month of $470K)

Á The companyôs revenue (and expenses) are largely booked on a cash basis as income is received. Cash revenue was experiencing a 
consistent increasing trend until March of 2020, when the pandemic likely caused a reversal.

Á The only outlier month detected was in December of 2020. The winter months are high anyway and this does appear to simply be a 
push by the company to increase collections in December and TTM revenue either a month before or after would be almost $300K 
lower.  The reason both January of 2020 and December of 2020 were very large collections months ($707K and $558K respectively vs 
an average month of $470K).  This reinforces the belief that 2020ôs profitability should be viewed in conjunction with 2019 and even the 
TTM period. (Refer Income Statement & Balance Sheet section for additional discussion)

Balance Sheet
As the company books revenue and 

expenses on a cash basis, inventory is 

not recorded on the balance sheet.

An amount of $1,069K tie the ownerôs 

TTM distributions.

Á Inventory -  As the company books revenue and expenses on a cash basis, inventory is not recorded on the balance sheet.  A 
separate inventory reporting system reported approx. $370K of total inventory as of the date the report was run (3/28/21). According to 
the sellers and their supplier, the system cannot report historical inventory levels. This unfortunately makes it impossible to calculate 
whether CGS is understated, which would happen if inventory had been built up and then run-down over time. 

Á Owner distributions / related party loans ï An amount of $1,069K tie the ownerôs TTM distributions which found in the bank 
statements / bank transaction history however Chase Bank does not provide digital copies of checks, so the specific ñDue Toò account 
could not be confirmed. (Refer Income Statement & Balance Sheet section for additional discussion)

Financial Overview

in thousands

Earnings 

(EBITDA+Owner Expenses) 

Maintenance Capex  $    (134)

Working Capital Adjustment  $       -   

Contingent Expenditures  $       -   

 $  1,863 

In Thousands 
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Points of Interest (continued)

II ïExecutive Summary

Point of Interest Comments

Salary Confirmation
In FY 20 Variance of $41k likely relates 

to payments to owners outside the 

payroll systems.

In FY21 variance of $700K is because 

the owners booked a ñfakeò check to 

themselves that they donôt actually write 

in order to keep the bank account 

balance low in QuickBooks.

Á Guardian reviewed detailed payroll reporting data to confirm the QuickBooks reported payroll and salary levels.  The accounts used for 
[ ] were, ñLabourò, ñOfficer Wagesò, ñOfficer Salary ï Otherò, ñSalaries & Wagesò. There were only minimal variances in 2018 and 2019 
between the detailed payroll reporting and the QB expenses ($9K and $2K, respectively).  The variance in 2020 was larger, $41K, 
however the expense is larger than detail, and thus not concerning. It very likely relates to payments made to owners outside the 
payroll system.

Á There were a number of unusual items.  Firstly the variance in 2021 of approx. $700K is because the owners book a ñfakeò check to 
themselves that they donôt actually write in order to keep the bank account balance low in QuickBooks.  This was also confirmed via 
the cash reconciliation review.  As owner salary is being added back for the purpose of this review, this does not impact the Quality of 
Earnings.  

Á It was confirmed by Guardian with the Company that  all the individuals highlighted which show no expense in 2021 were either let go 
or quit. There are no individuals for which payroll is missing.(Refer Exhibit 2)

Owner salary / expenses
The seller proposed a number of 

addbacks from 2018 through 2020 in 

EBITDA.

Á The seller proposed a number of addbacks from 2018 through 2020.  The sellers presented rough estimates to the buyers of the 
various addbacks, shown below in ñOriginal Company Proposedò and then were asked to provide more detailed entries for the 2020 
addbacks, this is shown in the ñRevised Companyò section below.  This resulted in some revisions to the total add back levels.  After 
reviewing the detailed entries suggested by the company Guardian produced a revised estimate shown in blue below in addition to 
deductions highlighted beneath it.  In all the variances were minimal. (Refer to the Quality of Earnings for more information (Adjustment 
No. 1 to 24 ).

Sales Analysis
There are significant differences 

between the P&L and invoice detail.

Detailed invoice data was pulled from the companyôs reporting system and was tied to the summary profit and loss from QB.
Á As shown in the chart 3.1 in Exhibit 3, there are significant differences between the P&L and invoice detail and the invoice detail 

appears to exceed the accrued revenue in 2020.  Over the entire period above, the total sales reported in the detailed GL is $17.4MM, 
which is approx. the same as is reported in the GL for the same period, however the timing of sales is a bit unusual as the detailed 
invoice data suggests the cash revenue is $287K higher in 2020 than the detailed sales data would imply.

Á We asked the Company about the discrepancy and were told that, as we would find with the A/R, they book large jobs into the system 
immediately but may not complete them until a future date. This drove a large amount of work performed in 2020 was initially booked in 
2019.

Quickbooks Payroll Accounts FY18 FY19 FY20 FY21

in thousands

Labor 447.9$                1,444.7$            1,410.7$            390.3$            

Officer Wages 113.3$                50.0$                  -$                    700.0$            

Officer Salary - Other -$                    125.0$                218.7$                43.7$              

Salaries & Wages 1,092.0$            130.1$                264.2$                62.0$              

Total QB Salary 1,653.1$          1,749.8$          1,893.6$          1,196.1$       

Variance (9.0)$               (2.0)$               41.1$              702.5$          
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Point of Interest Comments

GL Reporting VS Income Tax Filing
There are significant differences 

between the P&L and invoice detail 

Á As shown in the table in Exhibit 6, the tax filings imply a 2019 EBITDA of $1,543K.  That is $24K higher than the GL reported EBITDA 
of $1,519K. The variances are minor and at least $8K is explained by the  lack of deductibility of 50% of meal expenses.  The 
remaining variance appears to relate to a combination of additional ñOther Expensesò being booked ($20.9K) and additional Cost of 
Goods Sold ($13.9K) but those being more than offset but less pension/profit share being expensed on the tax return compared to the 
GL.

Á There are a number of other unusual items, including Tools & Equipment account being substantially larger on the tax return than the 
QB accounts ($104K variance).  During a detailed review with the Companyôs accountant, it was determined that this is related to post-
close entries being booked into these time periods by the owners.  This implies that the correct EBITDA to use is likely the QB file and 
the tax return probably overstates profitability as expenses were uncovered related to the Tax Reporting Periods after filings were 
submitted. (Refer Exhibit 5)

Cash Proof ï Deposits
The adjusted bank statement collections 

totalled $5.4MM, which represented 

99.7% of the implied collection amount.

Á Guardian calculated a monthly implied customer collection based on the reported revenue, credits, and the GL balances of A/R and 
Unearned Revenue for the TTM period. That implied collection was then tied to the detailed monthly bank statements for [ ]. 
Adjustments to the deposits were made for transfers not related to revenue (including loan proceeds from the PPP loan) 
(Refer Exhibit 7). 

Á Over the TTM period, the adjusted bank statement collections totalled $5.4MM, which represented 99.7% of the implied collection 
amount. Within the year, there were various discrepancies, but this may relate to the timing of payments being recorded in the 
accounting system versus when they clear the bank account. Guardian is comfortable with this cash proof, which support the accuracy 
of the GL reporting and cash revenue of the business. 

Á Similarly, the ñtypesò of entries being made as deposits, shown in Exhibit 8, are consistent with the transaction life cycle the company 
described, primarily credit card swipes and remote deposits.

Cash Proof ï Expenses
In Mar 21 bank rec is thrown off by a 

$700K ñfake checkò the owners right 

themselves each month (and reverse).

Additionally, the QuickBooks bank 

reconciliations do not tie exactly to the 

Balance Sheet.

Á As was done with revenue, the withdrawals were pulled from the companyôs operating account and adjusted for capex, loan payments, 
and distributions. They were then tied to the expenses, adjusting for non-cash expenses (such as bad-debt expense) and changes in 
A/P & Accruals.  The individual expense variance was 0.6%. 

Á On a related note, bank reconciliations were completed in both entities in QuickBooks. Reconciliations were performed monthly through 
the entire review period. There were minor issues as discussed below but, in short, the 3/31/21 bank rec is thrown off by a $700K ñfake 
checkò the owners right themselves each month (and reverse). This is also why owner payroll is high in the March period.  Additionally, 
the QuickBooks bank reconciliations do not tie exactly to the Balance Sheet, which is unusual but the variances are still relatively small 
and the direction of the variance, overstated balance in 2020 and understated balance in 2021 actually suggests understated earnings, 
instead of overstated earnings. (Refer Exhibit 8)
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II ïExecutive Summary

Point of Interest Comments

Accounts Receivable Aging

Revenue could have been 

understated causing mismatch of 

revenue and cost and hence 

profitability

Á [ ]ôs balance sheet does not report A/R as the company is on a cash basis.  The company does track A/R in an outside system linked 
to the POS software.  That system does show a significant amount of A/R on the books, which suggests that, since the beginning of 
the company, revenue is understated, however that A/R peaked on a FYE basis on 12/31/18 and has declined approx. $160K since 
that point, which suggests more cash collected than invoiced revenue since 12/31/18. (Refer Exhibit 9)

Á This does raise the risk of a mismatch of revenue and expenses for the previous 2 year period, however the company stated that much 
of that decline in >120 is because the jobs booked to those accounts were actually long-term projects that were immediately booked 
into the A/R system but the work performed happened more in line with how cash was actually collected. Because of this, we have not 
re-allocated revenue to the previous periods when earned but have kept the revenue when cash was collected. Regardless, as 
discussed above, given the timing of collections in January and December of 2020, we would suggest taking a long-term view of 
profitability and margins in the business.

Fixed Assets
The Building amounting to $1.634MM  

is booked to the fixed Asset account 

despite being owned by the owners

Á According to the balance sheet the gross fixed assets total $2MM.  The most recent detailed capex schedule we have is for 2019 and 
totals $1.634MM, approx. $160K less than the gross fixed assets balance of $1.79MM.  The reason is that the building is booked to the 
Fixed Asset accounts despite being owned personally by the owners.  The fixed asset schedule (data pulled from the tax filings), 
shown on the next page excludes those assets and ties to the schedule above when the Building Account is excluded.
(Refer Exhibit 10)

Points of Interest (continued)
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II ïExecutive Summary

Working Capital Adjustment

Point of Interest Comments

Working Capital Adjustment Á The company has not booked A/R or Inventory to the balance sheet.  Reporting from outside the accounting system shows approx. 

$381K of A/R and $329K of ñCurrent A/Rò.  Inventory balance was reported as $370K as of 3/29/21.  It cannot be determined if any of 

the inventory is obsolete but as neither account is recorded on the balance sheet, even if A/R was significantly more aged or 

uncollectable, or Inventory was obsolete, it would not reduce the reported earnings
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The following is a presentation of the quality of earnings adjustments to

EBITDA.

Quality of Earnings Adjustments:

1. Non-QoE adjustments (do not affect EBITDA) but do impact 

EBITDA before Seller Discretionary Expenses) 

a. Remapping of the companyôs detailed P&L to the above revenue 

and expense categories for simplicity and improved comparability 

among periods. Additionally, some employee expenses moved 

around significantly between categories despite being for the 

same work, and thus there are re-allocation entries between 

direct labour and indirect labour.

2. Reallocation Adjustments (do not affect EBITDA but do impact 

EBITDA before SDE) 

a. Numerous personal expenses run through the business. In some 

cases these are estimated (see detail). These have been 

recategorized as Owner Expenses.  There are numerous entries 

of this type.

3. QoE adjustments

a. Adjustments to TTM period to ensure reported earnings are 

recurring in nature and likely to manifest as cash flow, including 

the booking of $5K per month in rent expense agreed to by the 

buyers/sellers.

Quality of Earnings

Quality of Earnings FY18 FY19 FY20 FY21 TTM21

in thousands

Net Sales, as Reported 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

Net Sales, as Adjusted 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

EBITDA, as Reported 1,262.5$          1,516.1$          1,678.6$          597.1$             

EBITDA %, as Reported 25% 28% 31% 11%

Quality of Earnings Adjustements

1. Fuel / Gas 4.5$                4.5$                4.5$                1.1$        4.5$                

2. Annual Fees 1.1$                1.4$                0.6$                -$        0.6$                

3. Auto Insurance 16.8$              12.2$              3.0$                3.9$        6.5$                

4. Utilities 4.7$                4.2$                6.2$                1.6$        6.8$                

5. Janitorial Cleaning 3.8$                3.8$                4.1$                1.3$        4.8$                

6. Travel Expenses 34.6$              5.6$                1.7$                -$        1.7$                

7. Phone 3.6$                3.6$                3.6$                0.6$        3.6$                

8. Meals/ Entertainment 11.3$              15.9$              13.6$              2.3$        8.5$                

9. Landscaping / Repairs 8.2$                13.7$              18.9$              3.1$        19.3$              

10. Office Expense 13.6$              37.8$              45.9$              1.5$        42.6$              

11. Uniforms 0.8$                1.1$                1.9$                0.3$        2.0$                

12. Trash/ Water 0.2$                0.3$                0.2$                0.3$        0.1$                

13. Health Insurance -$                -$                -$                -$        

14. Property Taxes 31.2$              42.6$              40.1$              -$        40.1$              

15. Life Insurance -$                -$                40.0$              -$        40.0$              

16. Asphalt for Building -$                -$                -$                -$        

17. Donations 0.1$                4.8$                0.9$                -$        0.8$                

18. Officer Wages 163.3$             175.0$             218.7$             43.7$       262.5$             

a. Officer Wages -$                -$                -$                700.0$     700.0$             

19. 401 K 26.2$              54.9$              67.3$              13.6$       80.0$              

20. Truck Purchase (Expensed) -$                -$                -$                -$        70.1$              

21. Misc Expense -$                -$                2.7$                -$        2.7$                

22. Health Insurance Expense -$                (61.3)$             (0.8)$               -$        

23. Employee Advance Writeoff -$                (2.9)$               0.1$                -$        0.1$                

24. Rent (60.0)$             (51.0)$             (60.0)$             (15.0)$      (60.0)$             

TOTAL 263.9$             266.3$             413.2$             1,237.3$          

Adjusted EBITDA 1,526.4$          1,782.4$          2,091.8$          1,834.4$          

Adjusted EBITDA % 31% 33% 38% 34%
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Quality of Earnings (continued)

1.  Fuelï 
Personal car expense. The company estimated it and Guardian revised 
the estimate assuming 2 cars at 15K miles a year, 20 MPG, and $3.0 per 
gallon..

Addback Fuel

Sum of amount Column Labels

2017 2018 2019 2020 2021

Row Labels

Fuel 85,817.36$           129,599.44$  123,317.51$  108,883.26$  39,051.24$  

Grand Total 85,817.36$           129,599.44$  123,317.51$  108,883.26$  39,051.24$  

Original Owner Proposed 6,621.50$      8,439.70$      4,658.18$      853.65$        

New Owner Proposed 6,621.50$      8,439.70$      4,658.18$      853.65$        

Percent of Total Accounts 5.1% 6.8% 4.3% 2.2%

Estimated Miles Per Year 44,143            56,265            31,055            5,691            

Guaradian Revised (15Kper year, 2 cars) 4,500.00$      4,500.00$      4,500.00$      1,125.00$    

The following is a presentation of the quality of earnings adjustments to

EBITDA.

Quality of Earnings Adjustments:

2.  Annual Fees - 

Personal Credit Card Annual Fees. Confirmed via detailed entry reviews

Addback Annual Fees

Sum of amount Column Labels

2017 2018 2019 2020

Row Labels

Annual Fees 1,189.32$             1,052.51$  1,402.70$  595.00$  

Grand Total 1,189.32$             1,052.51$  1,402.70$  595.00$  

Original Owner Proposed 1,097.12$  1,402.70$  595.00$  

New Owner Proposed 595.00$  

Percent of Total Account 104.2% 100.0% 100.0%

Guaradian Revised 1,053          1,403          595          

Quality of Earnings FY18 FY19 FY20 FY21 TTM21

in thousands

Net Sales, as Reported 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

Net Sales, as Adjusted 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

EBITDA, as Reported 1,262.5$          1,516.1$          1,678.6$          597.1$             

EBITDA %, as Reported 25% 28% 31% 11%

Quality of Earnings Adjustements

1. Fuel / Gas 4.5$                4.5$                4.5$                1.1$        4.5$                

2. Annual Fees 1.1$                1.4$                0.6$                -$        0.6$                

3. Auto Insurance 16.8$              12.2$              3.0$                3.9$        6.5$                

4. Utilities 4.7$                4.2$                6.2$                1.6$        6.8$                

5. Janitorial Cleaning 3.8$                3.8$                4.1$                1.3$        4.8$                

6. Travel Expenses 34.6$              5.6$                1.7$                -$        1.7$                

7. Phone 3.6$                3.6$                3.6$                0.6$        3.6$                

8. Meals/ Entertainment 11.3$              15.9$              13.6$              2.3$        8.5$                

9. Landscaping / Repairs 8.2$                13.7$              18.9$              3.1$        19.3$              

10. Office Expense 13.6$              37.8$              45.9$              1.5$        42.6$              

11. Uniforms 0.8$                1.1$                1.9$                0.3$        2.0$                

12. Trash/ Water 0.2$                0.3$                0.2$                0.3$        0.1$                

13. Health Insurance -$                -$                -$                -$        

14. Property Taxes 31.2$              42.6$              40.1$              -$        40.1$              

15. Life Insurance -$                -$                40.0$              -$        40.0$              

16. Asphalt for Building -$                -$                -$                -$        

17. Donations 0.1$                4.8$                0.9$                -$        0.8$                

18. Officer Wages 163.3$             175.0$             218.7$             43.7$       262.5$             

a. Officer Wages -$                -$                -$                700.0$     700.0$             

19. 401 K 26.2$              54.9$              67.3$              13.6$       80.0$              

20. Truck Purchase (Expensed) -$                -$                -$                -$        70.1$              

21. Misc Expense -$                -$                2.7$                -$        2.7$                

22. Health Insurance Expense -$                (61.3)$             (0.8)$               -$        

23. Employee Advance Writeoff -$                (2.9)$               0.1$                -$        0.1$                

24. Rent (60.0)$             (51.0)$             (60.0)$             (15.0)$      (60.0)$             

TOTAL 263.9$             266.3$             413.2$             1,237.3$          

Adjusted EBITDA 1,526.4$          1,782.4$          2,091.8$          1,834.4$          

Adjusted EBITDA % 31% 33% 38% 34%



***CONFIDENTIAL*** PROPERTY

OF GUARDIAN DUE DILIGENCE

NO OTHER USE IS ALLOWED

D R A F T
II ïExecutive Summary

The following is a presentation of the quality of earnings adjustments to

EBITDA.

Quality of Earnings Adjustments (continued): 

3. Auto Insurance - 

Personal car auto insurance.  Confirmed by finding similar expenses in the 

Insurance account for Nationwide.

Addback Auto Insurance

Sum of amount Column Labels

2017 2018 2019 2020 2021

Row Labels

Insurance - Liability 4,142.06$             16,752.62$  12,198.05$  3,019.18$  3,915.71$  

Grand Total 4,142.06$             16,752.62$  12,198.05$  3,019.18$  3,915.71$  

Original Owner Proposed 6,689.85$    13,786.05$  4,658.18$  3,915.71$  

New Owner Proposed 3,019.18$  

Percent of Total 0.0% 0.0% 64.8% 0.0%

Guaradian Revised 16,753          12,198          3,019          3,916          

4. Utilities - 

The Utility add back relates to city water charged by the vendor ñAPSò that is 

for the owners home but run through the business.

Addback Utilities

Sum of amount Column Labels

2017 2018 2019 2020 2021 Grand Total

Row Labels

Utilities 5,001.89$             4,733.33$  4,155.64$  6,174.68$  1,581.00$  21,646.54$  

Grand Total 5,001.89$             4,733.33$  4,155.64$  6,174.68$  1,581.00$  21,646.54$  

Original Owner Proposed 6,039$        4,246$        5,148$        1,581$        

New Owner Proposed 6,175$        

Percent of Total 127.6% 102.2% 83.4% 100.0%

Guaradian Revised 4,733          4,156          6,175          1,581          

Quality of Earnings FY18 FY19 FY20 FY21 TTM21

in thousands

Net Sales, as Reported 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

Net Sales, as Adjusted 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

EBITDA, as Reported 1,262.5$          1,516.1$          1,678.6$          597.1$             

EBITDA %, as Reported 25% 28% 31% 11%

Quality of Earnings Adjustements

1. Fuel / Gas 4.5$                4.5$                4.5$                1.1$        4.5$                

2. Annual Fees 1.1$                1.4$                0.6$                -$        0.6$                

3. Auto Insurance 16.8$              12.2$              3.0$                3.9$        6.5$                

4. Utilities 4.7$                4.2$                6.2$                1.6$        6.8$                

5. Janitorial Cleaning 3.8$                3.8$                4.1$                1.3$        4.8$                

6. Travel Expenses 34.6$              5.6$                1.7$                -$        1.7$                

7. Phone 3.6$                3.6$                3.6$                0.6$        3.6$                

8. Meals/ Entertainment 11.3$              15.9$              13.6$              2.3$        8.5$                

9. Landscaping / Repairs 8.2$                13.7$              18.9$              3.1$        19.3$              

10. Office Expense 13.6$              37.8$              45.9$              1.5$        42.6$              

11. Uniforms 0.8$                1.1$                1.9$                0.3$        2.0$                

12. Trash/ Water 0.2$                0.3$                0.2$                0.3$        0.1$                

13. Health Insurance -$                -$                -$                -$        

14. Property Taxes 31.2$              42.6$              40.1$              -$        40.1$              

15. Life Insurance -$                -$                40.0$              -$        40.0$              

16. Asphalt for Building -$                -$                -$                -$        

17. Donations 0.1$                4.8$                0.9$                -$        0.8$                

18. Officer Wages 163.3$             175.0$             218.7$             43.7$       262.5$             

a. Officer Wages -$                -$                -$                700.0$     700.0$             

19. 401 K 26.2$              54.9$              67.3$              13.6$       80.0$              

20. Truck Purchase (Expensed) -$                -$                -$                -$        70.1$              

21. Misc Expense -$                -$                2.7$                -$        2.7$                

22. Health Insurance Expense -$                (61.3)$             (0.8)$               -$        

23. Employee Advance Writeoff -$                (2.9)$               0.1$                -$        0.1$                

24. Rent (60.0)$             (51.0)$             (60.0)$             (15.0)$      (60.0)$             

TOTAL 263.9$             266.3$             413.2$             1,237.3$          

Adjusted EBITDA 1,526.4$          1,782.4$          2,091.8$          1,834.4$          

Adjusted EBITDA % 31% 33% 38% 34%

Quality of Earnings (continued)
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The following is a presentation of the quality of earnings adjustments to

EBITDA.

Quality of Earnings Adjustments (continued):

5. Janitorial Cleaning ï 

Relates to personal and camp cleaning costs.

Addback Janitorial Cleaning

Sum of amount Column Labels

2017 2018 2019 2020 2021

Row Labels

Office Cleaning 3,900.00$                   3,825.00$  3,780.00$  4,080.00$  1,260.00$  

Grand Total 3,900.00$                   3,825.00$  3,780.00$  4,080.00$  1,260.00$  

2021

Original Owner Proposed 4,120.00$  3,975.00$  4,080.00$  1,260.00$  

New Owner Proposed 4,080.00$  

Percent of Total 0.0% 0.0% 100.0% 0.0%

Guaradian Revised 3,825          3,780          4,080          1,260          

6. Travel Expenses ï 

Expenses related to personal travel. Confirmed via review of detailed entries.

Addback Travel Expenses

Sum of amount Column Labels

2017 2018 2019 2020 2021

Row Labels

Travel Expense 1,972.01$               34,593.11$  5,638.77$  1,665.97$  78.43$  

Grand Total 1,972.01$               34,593.11$  5,638.77$  1,665.97$  78.43$  

Owner Proposed 34,593.11$  5,638.77$  1,665.97$  -$      

Percent of Total 100.0% 100.0% 100.0% 0.0%

Guaradian Revised 34,593          5,639          1,666          78          

Quality of Earnings FY18 FY19 FY20 FY21 TTM21

in thousands

Net Sales, as Reported 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

Net Sales, as Adjusted 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

EBITDA, as Reported 1,262.5$          1,516.1$          1,678.6$          597.1$             

EBITDA %, as Reported 25% 28% 31% 11%

Quality of Earnings Adjustements

1. Fuel / Gas 4.5$                4.5$                4.5$                1.1$        4.5$                

2. Annual Fees 1.1$                1.4$                0.6$                -$        0.6$                

3. Auto Insurance 16.8$              12.2$              3.0$                3.9$        6.5$                

4. Utilities 4.7$                4.2$                6.2$                1.6$        6.8$                

5. Janitorial Cleaning 3.8$                3.8$                4.1$                1.3$        4.8$                

6. Travel Expenses 34.6$              5.6$                1.7$                -$        1.7$                

7. Phone 3.6$                3.6$                3.6$                0.6$        3.6$                

8. Meals/ Entertainment 11.3$              15.9$              13.6$              2.3$        8.5$                

9. Landscaping / Repairs 8.2$                13.7$              18.9$              3.1$        19.3$              

10. Office Expense 13.6$              37.8$              45.9$              1.5$        42.6$              

11. Uniforms 0.8$                1.1$                1.9$                0.3$        2.0$                

12. Trash/ Water 0.2$                0.3$                0.2$                0.3$        0.1$                

13. Health Insurance -$                -$                -$                -$        

14. Property Taxes 31.2$              42.6$              40.1$              -$        40.1$              

15. Life Insurance -$                -$                40.0$              -$        40.0$              

16. Asphalt for Building -$                -$                -$                -$        

17. Donations 0.1$                4.8$                0.9$                -$        0.8$                

18. Officer Wages 163.3$             175.0$             218.7$             43.7$       262.5$             

a. Officer Wages -$                -$                -$                700.0$     700.0$             

19. 401 K 26.2$              54.9$              67.3$              13.6$       80.0$              

20. Truck Purchase (Expensed) -$                -$                -$                -$        70.1$              

21. Misc Expense -$                -$                2.7$                -$        2.7$                

22. Health Insurance Expense -$                (61.3)$             (0.8)$               -$        

23. Employee Advance Writeoff -$                (2.9)$               0.1$                -$        0.1$                

24. Rent (60.0)$             (51.0)$             (60.0)$             (15.0)$      (60.0)$             

TOTAL 263.9$             266.3$             413.2$             1,237.3$          

Adjusted EBITDA 1,526.4$          1,782.4$          2,091.8$          1,834.4$          

Adjusted EBITDA % 31% 33% 38% 34%

Quality of Earnings (continued)
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The following is a presentation of the quality of earnings adjustments to

EBITDA.

Quality of Earnings Adjustments (continued):

7. Phone ï 

Personal phone, estimated as $900 per year per person with 4 personal 

accounts on the company plan

Addback Phone

Sum of amount Column Labels

2017 2018 2019 2020 2021 Grand Total

Row Labels

Phone (200.00)$               (100.00)$      (1,575.00)$   2,966.24$    (375.00)$    716.24$          

Phone Overages (800.00)$      (800.00)$        

Telephone Expense 35,351.32$           38,936.35$  41,911.49$  31,966.98$  8,102.94$  156,269.08$  

Grand Total 35,151.32$           38,836.35$  39,536.49$  34,933.22$  7,727.94$  156,185.32$  

Owner Proposed 3,600$          3,600$          3,600$          642$           

Percent of Total 9.3% 9.1% 10.3% 8.3%

Cost Per Person for 4 people 900               900               900               160             

Guaradian Revised 3,600            3,600            3,600            642             

8. Meals & Entertainment ï 

Personal meals run through company.

Addback Meals/ Entertainment

Sum of amount Column Labels

2017 2018 2019 2020 2021

Row Labels

Meals and Entertainment 14,112.23$                        14,138.70$  15,935.16$  13,574.26$  2,321.05$  

Grand Total 14,112.23$                        14,138.70$  15,935.16$  13,574.26$  2,321.05$  

Owner Proposed 14,139$        15,935$        13,574$        2,321$        

Percent of Total 100.0% 100.0% 100.0% 100.0%

Cost Per Person for 3 people 4,713            5,312            4,525            774             

Guaradian Revised 14,139          15,935          13,574          2,321          

Quality of Earnings FY18 FY19 FY20 FY21 TTM21

in thousands

Net Sales, as Reported 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

Net Sales, as Adjusted 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

EBITDA, as Reported 1,262.5$          1,516.1$          1,678.6$          597.1$             

EBITDA %, as Reported 25% 28% 31% 11%

Quality of Earnings Adjustements

1. Fuel / Gas 4.5$                4.5$                4.5$                1.1$        4.5$                

2. Annual Fees 1.1$                1.4$                0.6$                -$        0.6$                

3. Auto Insurance 16.8$              12.2$              3.0$                3.9$        6.5$                

4. Utilities 4.7$                4.2$                6.2$                1.6$        6.8$                

5. Janitorial Cleaning 3.8$                3.8$                4.1$                1.3$        4.8$                

6. Travel Expenses 34.6$              5.6$                1.7$                -$        1.7$                

7. Phone 3.6$                3.6$                3.6$                0.6$        3.6$                

8. Meals/ Entertainment 11.3$              15.9$              13.6$              2.3$        8.5$                

9. Landscaping / Repairs 8.2$                13.7$              18.9$              3.1$        19.3$              

10. Office Expense 13.6$              37.8$              45.9$              1.5$        42.6$              

11. Uniforms 0.8$                1.1$                1.9$                0.3$        2.0$                

12. Trash/ Water 0.2$                0.3$                0.2$                0.3$        0.1$                

13. Health Insurance -$                -$                -$                -$        

14. Property Taxes 31.2$              42.6$              40.1$              -$        40.1$              

15. Life Insurance -$                -$                40.0$              -$        40.0$              

16. Asphalt for Building -$                -$                -$                -$        

17. Donations 0.1$                4.8$                0.9$                -$        0.8$                

18. Officer Wages 163.3$             175.0$             218.7$             43.7$       262.5$             

a. Officer Wages -$                -$                -$                700.0$     700.0$             

19. 401 K 26.2$              54.9$              67.3$              13.6$       80.0$              

20. Truck Purchase (Expensed) -$                -$                -$                -$        70.1$              

21. Misc Expense -$                -$                2.7$                -$        2.7$                

22. Health Insurance Expense -$                (61.3)$             (0.8)$               -$        

23. Employee Advance Writeoff -$                (2.9)$               0.1$                -$        0.1$                

24. Rent (60.0)$             (51.0)$             (60.0)$             (15.0)$      (60.0)$             

TOTAL 263.9$             266.3$             413.2$             1,237.3$          

Adjusted EBITDA 1,526.4$          1,782.4$          2,091.8$          1,834.4$          

Adjusted EBITDA % 31% 33% 38% 34%

Quality of Earnings (continued)
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The following is a presentation of the quality of earnings adjustments to

EBITDA.

Quality of Earnings Adjustments (continued):

9. Landscaping / Repairs ï 

Building / Personal Landscaping. Building landscaping is included in $5K 

going forward according to buyer.

Addback Landscaping / Repairs

Sum of amount Column Labels

2017 2018 2019 2020 2021

Row Labels

Landscaping 10,174.52$                       8,200.00$    13,675.00$  18,896.60$  3,100.00$  

Grand Total 10,174.52$                       8,200.00$   13,675.00$  18,896.60$  3,100.00$  

Owner Proposed 16,568.00$ 13,675.00$  14,200.60$  2,125.00$  

Percent of Total 202.0% 100.0% 75.1% 68.5%

Guaradian Revised 8,200           13,675          18,897          3,100          

10. Office Expense ï 

Relates to personal shopping run through as office expense.

Addback Office Expense

Sum of amount Column Labels

2017 2018 2019 2020 2021

Row Labels

Office Expense 12,007.23$           13,590.11$  37,829.81$  45,918.38$  1,453.18$  

Grand Total 12,007.23$           13,590.11$  37,829.81$  45,918.38$  1,453.18$  

Original Owner Proposed 17,705$        44,853$        54,159$        1,706$        

Revised Owner 45,918$        

Percent of Total 84.8%

Guaradian Revised 13,590          37,830          45,918          1,453          

Quality of Earnings FY18 FY19 FY20 FY21 TTM21

in thousands

Net Sales, as Reported 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

Net Sales, as Adjusted 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

EBITDA, as Reported 1,262.5$          1,516.1$          1,678.6$          597.1$             

EBITDA %, as Reported 25% 28% 31% 11%

Quality of Earnings Adjustements

1. Fuel / Gas 4.5$                4.5$                4.5$                1.1$        4.5$                

2. Annual Fees 1.1$                1.4$                0.6$                -$        0.6$                

3. Auto Insurance 16.8$              12.2$              3.0$                3.9$        6.5$                

4. Utilities 4.7$                4.2$                6.2$                1.6$        6.8$                

5. Janitorial Cleaning 3.8$                3.8$                4.1$                1.3$        4.8$                

6. Travel Expenses 34.6$              5.6$                1.7$                -$        1.7$                

7. Phone 3.6$                3.6$                3.6$                0.6$        3.6$                

8. Meals/ Entertainment 11.3$              15.9$              13.6$              2.3$        8.5$                

9. Landscaping / Repairs 8.2$                13.7$              18.9$              3.1$        19.3$              

10. Office Expense 13.6$              37.8$              45.9$              1.5$        42.6$              

11. Uniforms 0.8$                1.1$                1.9$                0.3$        2.0$                

12. Trash/ Water 0.2$                0.3$                0.2$                0.3$        0.1$                

13. Health Insurance -$                -$                -$                -$        

14. Property Taxes 31.2$              42.6$              40.1$              -$        40.1$              

15. Life Insurance -$                -$                40.0$              -$        40.0$              

16. Asphalt for Building -$                -$                -$                -$        

17. Donations 0.1$                4.8$                0.9$                -$        0.8$                

18. Officer Wages 163.3$             175.0$             218.7$             43.7$       262.5$             

a. Officer Wages -$                -$                -$                700.0$     700.0$             

19. 401 K 26.2$              54.9$              67.3$              13.6$       80.0$              

20. Truck Purchase (Expensed) -$                -$                -$                -$        70.1$              

21. Misc Expense -$                -$                2.7$                -$        2.7$                

22. Health Insurance Expense -$                (61.3)$             (0.8)$               -$        

23. Employee Advance Writeoff -$                (2.9)$               0.1$                -$        0.1$                

24. Rent (60.0)$             (51.0)$             (60.0)$             (15.0)$      (60.0)$             

TOTAL 263.9$             266.3$             413.2$             1,237.3$          

Adjusted EBITDA 1,526.4$          1,782.4$          2,091.8$          1,834.4$          

Adjusted EBITDA % 31% 33% 38% 34%

Quality of Earnings (continued)
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The following is a presentation of the quality of earnings adjustments to

EBITDA.

Quality of Earnings Adjustments (continued):

11. Uniform - 

Personal shopping expenses run through as uniform expense

Addback Uniform

Sum of amount Column Labels

2017 2018 2019 2020 2021 Grand Total

Row Labels

Uniforms 1,881.63$             787.20$  1,128.84$  1,893.06$  259.90$  5,950.63$   

Grand Total 1,881.63$             787.20$  1,128.84$  1,893.06$  259.90$  5,950.63$   

Original Owner Proposed 968$       1,248$        1,644$        260$       

Revised Owner Proposed 1,893.06$  

Percent of Total 115.1%

Guaradian Revised 787          1,129          1,893          260          

12. Trash/Water- 

Personal trash charges run through company

Addback Garbage

Sum of amount Column Labels

2018 2019 2020 2021

Row Labels

Garbage 68.40$    111.50$  

Trash Removal 219.00$                 205.20$  136.80$  273.60$  

Grand Total 219.00$                 273.60$  248.30$  273.60$  

Owner Proposed 219$                      524$       1,598$    274$       

Percent of Total 106.7% 382.7% 584.1% 32.8%

Guaradian Revised 219                        274          248          274          

Quality of Earnings FY18 FY19 FY20 FY21 TTM21

in thousands

Net Sales, as Reported 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

Net Sales, as Adjusted 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

EBITDA, as Reported 1,262.5$          1,516.1$          1,678.6$          597.1$             

EBITDA %, as Reported 25% 28% 31% 11%

Quality of Earnings Adjustements

1. Fuel / Gas 4.5$                4.5$                4.5$                1.1$        4.5$                

2. Annual Fees 1.1$                1.4$                0.6$                -$        0.6$                

3. Auto Insurance 16.8$              12.2$              3.0$                3.9$        6.5$                

4. Utilities 4.7$                4.2$                6.2$                1.6$        6.8$                

5. Janitorial Cleaning 3.8$                3.8$                4.1$                1.3$        4.8$                

6. Travel Expenses 34.6$              5.6$                1.7$                -$        1.7$                

7. Phone 3.6$                3.6$                3.6$                0.6$        3.6$                

8. Meals/ Entertainment 11.3$              15.9$              13.6$              2.3$        8.5$                

9. Landscaping / Repairs 8.2$                13.7$              18.9$              3.1$        19.3$              

10. Office Expense 13.6$              37.8$              45.9$              1.5$        42.6$              

11. Uniforms 0.8$                1.1$                1.9$                0.3$        2.0$                

12. Trash/ Water 0.2$                0.3$                0.2$                0.3$        0.1$                

13. Health Insurance -$                -$                -$                -$        

14. Property Taxes 31.2$              42.6$              40.1$              -$        40.1$              

15. Life Insurance -$                -$                40.0$              -$        40.0$              

16. Asphalt for Building -$                -$                -$                -$        

17. Donations 0.1$                4.8$                0.9$                -$        0.8$                

18. Officer Wages 163.3$             175.0$             218.7$             43.7$       262.5$             

a. Officer Wages -$                -$                -$                700.0$     700.0$             

19. 401 K 26.2$              54.9$              67.3$              13.6$       80.0$              

20. Truck Purchase (Expensed) -$                -$                -$                -$        70.1$              

21. Misc Expense -$                -$                2.7$                -$        2.7$                

22. Health Insurance Expense -$                (61.3)$             (0.8)$               -$        

23. Employee Advance Writeoff -$                (2.9)$               0.1$                -$        0.1$                

24. Rent (60.0)$             (51.0)$             (60.0)$             (15.0)$      (60.0)$             

TOTAL 263.9$             266.3$             413.2$             1,237.3$          

Adjusted EBITDA 1,526.4$          1,782.4$          2,091.8$          1,834.4$          

Adjusted EBITDA % 31% 33% 38% 34%

Quality of Earnings (continued)
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The following is a presentation of the quality of earnings adjustments to

EBITDA.

Quality of Earnings Adjustments (continued):

13. Health Insurance ï 

The company has both owners and 2 kids on health insurance.  The ownerôs 

requested an estimate of what portion of the total health insurance this 

relates to and reported the following addback:

2018 2019 2020 2021

Owner Proposed 23,663$        25,323$         27,251$       7,427$         

Health Insurance Expense 66,252.37$  87,300.85$   72,074.43$ 41,186.87$ 

Percent of Total 35.7% 29.0% 37.8% 18.0%

Guaradian Revised 23,663.04$  25,323.48$   27,251.40$ 7,427.25$   

14. Property Taxes ï 

According to buyer, these are being rolled in to the $5K monthly payment 

(the property taxes relate to the entire building, not just what [ ] is renting 

going forward)

Addback Property Taxes

Sum of amount Column Labels

2017 2018 2019 2020

Row Labels

Property Taxes 29,040.54$           31,249.40$  42,633.46$  40,136.44$  

Grand Total 29,040.54$           31,249.40$  42,633.46$  40,136.44$  

Owner Proposed 31,249.40$  42,633.46$  40,136.44$  

Percent of Total 100.0% 100.0% 100.0%

Guaradian Revised 31,249          42,633          40,136          

Quality of Earnings FY18 FY19 FY20 FY21 TTM21

in thousands

Net Sales, as Reported 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

Net Sales, as Adjusted 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

EBITDA, as Reported 1,262.5$          1,516.1$          1,678.6$          597.1$             

EBITDA %, as Reported 25% 28% 31% 11%

Quality of Earnings Adjustements

1. Fuel / Gas 4.5$                4.5$                4.5$                1.1$        4.5$                

2. Annual Fees 1.1$                1.4$                0.6$                -$        0.6$                

3. Auto Insurance 16.8$              12.2$              3.0$                3.9$        6.5$                

4. Utilities 4.7$                4.2$                6.2$                1.6$        6.8$                

5. Janitorial Cleaning 3.8$                3.8$                4.1$                1.3$        4.8$                

6. Travel Expenses 34.6$              5.6$                1.7$                -$        1.7$                

7. Phone 3.6$                3.6$                3.6$                0.6$        3.6$                

8. Meals/ Entertainment 11.3$              15.9$              13.6$              2.3$        8.5$                

9. Landscaping / Repairs 8.2$                13.7$              18.9$              3.1$        19.3$              

10. Office Expense 13.6$              37.8$              45.9$              1.5$        42.6$              

11. Uniforms 0.8$                1.1$                1.9$                0.3$        2.0$                

12. Trash/ Water 0.2$                0.3$                0.2$                0.3$        0.1$                

13. Health Insurance -$                -$                -$                -$        

14. Property Taxes 31.2$              42.6$              40.1$              -$        40.1$              

15. Life Insurance -$                -$                40.0$              -$        40.0$              

16. Asphalt for Building -$                -$                -$                -$        

17. Donations 0.1$                4.8$                0.9$                -$        0.8$                

18. Officer Wages 163.3$             175.0$             218.7$             43.7$       262.5$             

a. Officer Wages -$                -$                -$                700.0$     700.0$             

19. 401 K 26.2$              54.9$              67.3$              13.6$       80.0$              

20. Truck Purchase (Expensed) -$                -$                -$                -$        70.1$              

21. Misc Expense -$                -$                2.7$                -$        2.7$                

22. Health Insurance Expense -$                (61.3)$             (0.8)$               -$        

23. Employee Advance Writeoff -$                (2.9)$               0.1$                -$        0.1$                

24. Rent (60.0)$             (51.0)$             (60.0)$             (15.0)$      (60.0)$             

TOTAL 263.9$             266.3$             413.2$             1,237.3$          

Adjusted EBITDA 1,526.4$          1,782.4$          2,091.8$          1,834.4$          

Adjusted EBITDA % 31% 33% 38% 34%

Quality of Earnings (continued)
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The following is a presentation of the quality of earnings adjustments to

EBITDA.

Quality of Earnings Adjustments (continued):

15. Life Insurance ï 

The owner had originally added back payments made in 2018 and 2019 but 

upon a detailed review of the entries, it was determined by Guardian that 

these were actually treated as distributions in the financials, not expenses.

2018 2019 2020 2021

Original Owner Proposed 40,000$        40,000$         40,000$       -$              

Revised Proposed -$              -$               40,000$       -$              

Percent of Total 100.0%

Guaradian Revised -$              -$               40,000.00$ -$             

16. Asphalt for Building - 

Similarly, the company originally intended to add back  $33K in costs to 

pave the parking lot at the building but this was actually booked to fixed 

assets as capex and cannot be added back as it was not expensed.

17. Donations

Addback Donations

Sum of amount Column Labels

2017 2018 2019 2020

Row Labels

Donations 4,068.46$             50.00$  4,828.41$  850.49$  

Grand Total 4,068.46$             50.00$  4,828.41$  850.49$  

Owner Proposed 50.00$  4,828.41$  850.49$  

Percent of Total 100.0% 100.0% 100.0%

Guaradian Revised 50          4,828          850          

Quality of Earnings FY18 FY19 FY20 FY21 TTM21

in thousands

Net Sales, as Reported 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

Net Sales, as Adjusted 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

EBITDA, as Reported 1,262.5$          1,516.1$          1,678.6$          597.1$             

EBITDA %, as Reported 25% 28% 31% 11%

Quality of Earnings Adjustements

1. Fuel / Gas 4.5$                4.5$                4.5$                1.1$        4.5$                

2. Annual Fees 1.1$                1.4$                0.6$                -$        0.6$                

3. Auto Insurance 16.8$              12.2$              3.0$                3.9$        6.5$                

4. Utilities 4.7$                4.2$                6.2$                1.6$        6.8$                

5. Janitorial Cleaning 3.8$                3.8$                4.1$                1.3$        4.8$                

6. Travel Expenses 34.6$              5.6$                1.7$                -$        1.7$                

7. Phone 3.6$                3.6$                3.6$                0.6$        3.6$                

8. Meals/ Entertainment 11.3$              15.9$              13.6$              2.3$        8.5$                

9. Landscaping / Repairs 8.2$                13.7$              18.9$              3.1$        19.3$              

10. Office Expense 13.6$              37.8$              45.9$              1.5$        42.6$              

11. Uniforms 0.8$                1.1$                1.9$                0.3$        2.0$                

12. Trash/ Water 0.2$                0.3$                0.2$                0.3$        0.1$                

13. Health Insurance -$                -$                -$                -$        

14. Property Taxes 31.2$              42.6$              40.1$              -$        40.1$              

15. Life Insurance -$                -$                40.0$              -$        40.0$              

16. Asphalt for Building -$                -$                -$                -$        

17. Donations 0.1$                4.8$                0.9$                -$        0.8$                

18. Officer Wages 163.3$             175.0$             218.7$             43.7$       262.5$             

a. Officer Wages -$                -$                -$                700.0$     700.0$             

19. 401 K 26.2$              54.9$              67.3$              13.6$       80.0$              

20. Truck Purchase (Expensed) -$                -$                -$                -$        70.1$              

21. Misc Expense -$                -$                2.7$                -$        2.7$                

22. Health Insurance Expense -$                (61.3)$             (0.8)$               -$        

23. Employee Advance Writeoff -$                (2.9)$               0.1$                -$        0.1$                

24. Rent (60.0)$             (51.0)$             (60.0)$             (15.0)$      (60.0)$             

TOTAL 263.9$             266.3$             413.2$             1,237.3$          

Adjusted EBITDA 1,526.4$          1,782.4$          2,091.8$          1,834.4$          

Adjusted EBITDA % 31% 33% 38% 34%

Quality of Earnings (continued)
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The following is a presentation of the quality of earnings adjustments to

EBITDA.

Quality of Earnings Adjustments (continued):

18. Officer Salary ï 

Officer salaries were actually booked to a number of various accounts, as 

shown below.  The companyôs original addback missed a $50K payment in 

2018 to Jeff booked to direct labour.:

Addback Officer Wages

Sum of amount Column Labels

2017 2018 2019 2020 2021

Row Labels

Labor 50,000.00$    

Officer Wages 187,500.00$         113,250.03$  49,999.50$    700,000.00$  

Officer Salary 124,998.55$  218,748.20$  43,749.64$    

Grand Total 187,500.00$         163,250.03$  174,998.05$  218,748.20$  743,749.64$  

Owner Proposed 113,250.03$  174,998.05$  218,748.20$  -$                

Percent of Total 69.4% 100.0% 100.0% 0.0%

Guaradian Revised 163,250          174,998          218,748          743,750          

19. 401K - 

Contributions to 401k on behalf of Owner (and son)
Addback 401K

Sum of amount Column Labels

2017 2018 2019 2020 2021

Row Labels

401 K (40,500.00)$          (26,223.93)$  (54,864.00)$  (67,327.37)$  (13,556.00)$  

BETH HERZOG (18,000.00)$          (5,562.50)$    (25,749.99)$  (31,250.00)$  (6,250.00)$    

JEFFREY S. HERZOG (786.43)$        (3,114.01)$    (3,827.37)$    (1,056.00)$    

STEPHEN HERZOG (22,500.00)$          (19,875.00)$  (26,000.00)$  (32,250.00)$  (6,250.00)$    

Grand Total (40,500.00)$          (26,223.93)$  (54,864.00)$  (67,327.37)$  (13,556.00)$  

Owner Proposed 78,230$         79,964$         81,764$         -$                

Percent of Total 298.3% 145.7% 121.4% 0.0%

Guaradian Revised 26,224           54,864           67,327           13,556           

As can be seen above, Guardian could not confirm all the payments shown 

by the company. We added back the following entries (summarized above):

Quality of Earnings FY18 FY19 FY20 FY21 TTM21

in thousands

Net Sales, as Reported 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

Net Sales, as Adjusted 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

EBITDA, as Reported 1,262.5$          1,516.1$          1,678.6$          597.1$             

EBITDA %, as Reported 25% 28% 31% 11%

Quality of Earnings Adjustements

1. Fuel / Gas 4.5$                4.5$                4.5$                1.1$        4.5$                

2. Annual Fees 1.1$                1.4$                0.6$                -$        0.6$                

3. Auto Insurance 16.8$              12.2$              3.0$                3.9$        6.5$                

4. Utilities 4.7$                4.2$                6.2$                1.6$        6.8$                

5. Janitorial Cleaning 3.8$                3.8$                4.1$                1.3$        4.8$                

6. Travel Expenses 34.6$              5.6$                1.7$                -$        1.7$                

7. Phone 3.6$                3.6$                3.6$                0.6$        3.6$                

8. Meals/ Entertainment 11.3$              15.9$              13.6$              2.3$        8.5$                

9. Landscaping / Repairs 8.2$                13.7$              18.9$              3.1$        19.3$              

10. Office Expense 13.6$              37.8$              45.9$              1.5$        42.6$              

11. Uniforms 0.8$                1.1$                1.9$                0.3$        2.0$                

12. Trash/ Water 0.2$                0.3$                0.2$                0.3$        0.1$                

13. Health Insurance -$                -$                -$                -$        

14. Property Taxes 31.2$              42.6$              40.1$              -$        40.1$              

15. Life Insurance -$                -$                40.0$              -$        40.0$              

16. Asphalt for Building -$                -$                -$                -$        

17. Donations 0.1$                4.8$                0.9$                -$        0.8$                

18. Officer Wages 163.3$             175.0$             218.7$             43.7$       262.5$             

a. Officer Wages -$                -$                -$                700.0$     700.0$             

19. 401 K 26.2$              54.9$              67.3$              13.6$       80.0$              

20. Truck Purchase (Expensed) -$                -$                -$                -$        70.1$              

21. Misc Expense -$                -$                2.7$                -$        2.7$                

22. Health Insurance Expense -$                (61.3)$             (0.8)$               -$        

23. Employee Advance Writeoff -$                (2.9)$               0.1$                -$        0.1$                

24. Rent (60.0)$             (51.0)$             (60.0)$             (15.0)$      (60.0)$             

TOTAL 263.9$             266.3$             413.2$             1,237.3$          

Adjusted EBITDA 1,526.4$          1,782.4$          2,091.8$          1,834.4$          

Adjusted EBITDA % 31% 33% 38% 34%

Quality of Earnings (continued)
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The following is a presentation of the quality of earnings adjustments to

EBITDA.

Quality of Earnings Adjustments (continued):

20. Truck Expense - 

Perhaps because they had not focused on 2021, the Company actually 

didnôt request the following addback.  They booked approx. $70K to the 

ñTruck Expense- Otherò account as an expense that was actually the 

purchase of two vehicles, which should have been capitalized.  Guardian 

added these back

(Refer Exhibit 1)

21. Misc. Expense

The company had $2,671 of expensed booked to a miscellaneous 

account which related to cremation expenses for the ownerôs mother.

Deduction:

22. Health Insurance Expense

A review of the accrued expenses on the balance sheet showed a 

negative accrual for ñHealth Insò suggesting an under expensing of 

health insurance in the period the account went negative. This was 

confirmed with the Companyôs accountant and an adjustment was made 

for $61K to the 2019 period (minor adjustment made to 2020)

23. Employee Advances

A review of the balance sheet showed Employee Advances booked as 

advances that the company agreed should be written off. These were 

written off in the period they were generated. 

24. Rent

As mentioned above, $5K a month was booked as a ñRentò adjustment 

to reflect rent the business will be liable for going forward that was not an 

expense of the company historically.

Insurance confirmation

The insurance levels are relatively consistent across the life of the 

Company but we do always recommend confirming insurance expense 

levels by getting prospective quotes rather than historical levels.

Quality of Earnings FY18 FY19 FY20 FY21 TTM21

in thousands

Net Sales, as Reported 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

Net Sales, as Adjusted 4,963.4$          5,358.8$          5,501.7$          5,409.1$          

EBITDA, as Reported 1,262.5$          1,516.1$          1,678.6$          597.1$             

EBITDA %, as Reported 25% 28% 31% 11%

Quality of Earnings Adjustements

1. Fuel / Gas 4.5$                4.5$                4.5$                1.1$        4.5$                

2. Annual Fees 1.1$                1.4$                0.6$                -$        0.6$                

3. Auto Insurance 16.8$              12.2$              3.0$                3.9$        6.5$                

4. Utilities 4.7$                4.2$                6.2$                1.6$        6.8$                

5. Janitorial Cleaning 3.8$                3.8$                4.1$                1.3$        4.8$                

6. Travel Expenses 34.6$              5.6$                1.7$                -$        1.7$                

7. Phone 3.6$                3.6$                3.6$                0.6$        3.6$                

8. Meals/ Entertainment 11.3$              15.9$              13.6$              2.3$        8.5$                

9. Landscaping / Repairs 8.2$                13.7$              18.9$              3.1$        19.3$              

10. Office Expense 13.6$              37.8$              45.9$              1.5$        42.6$              

11. Uniforms 0.8$                1.1$                1.9$                0.3$        2.0$                

12. Trash/ Water 0.2$                0.3$                0.2$                0.3$        0.1$                

13. Health Insurance -$                -$                -$                -$        

14. Property Taxes 31.2$              42.6$              40.1$              -$        40.1$              

15. Life Insurance -$                -$                40.0$              -$        40.0$              

16. Asphalt for Building -$                -$                -$                -$        

17. Donations 0.1$                4.8$                0.9$                -$        0.8$                

18. Officer Wages 163.3$             175.0$             218.7$             43.7$       262.5$             

a. Officer Wages -$                -$                -$                700.0$     700.0$             

19. 401 K 26.2$              54.9$              67.3$              13.6$       80.0$              

20. Truck Purchase (Expensed) -$                -$                -$                -$        70.1$              

21. Misc Expense -$                -$                2.7$                -$        2.7$                

22. Health Insurance Expense -$                (61.3)$             (0.8)$               -$        

23. Employee Advance Writeoff -$                (2.9)$               0.1$                -$        0.1$                

24. Rent (60.0)$             (51.0)$             (60.0)$             (15.0)$      (60.0)$             

TOTAL 263.9$             266.3$             413.2$             1,237.3$          

Adjusted EBITDA 1,526.4$          1,782.4$          2,091.8$          1,834.4$          

Adjusted EBITDA % 31% 33% 38% 34%

Quality of Earnings (continued)
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Profit & Adjusted Income 

Statement

Margin Analysis:

Á Guardian focused on analysing the expense categories and 

vendor payments for consistent growth of fixed expenses and 

consistent margin on variable expenses.  On a consolidated 

basis, EBITDA margins before SDE ranged from 31.1% in 

2018 to a high of 38% in 2020, with the TTM margin of 33.8%.  

The TTM margin is in line with historical levels, although the 2020 

margin does appear high. 

Á A detailed review of the accounts and entries suggests no 

significant issues or understated expenses as is discussed in 

the various reviews performed however we would suggest 

smoothing 2020s profitability into 2019 and/or focusing on the 

TTM period as more representative measures of the companyôs 

profit.

Profit & Loss Account FY18 FY19 FY20 TTM21

in thousands

Net Revenue 4,922.7$       5,358.8$       5,500.8$       5,404.0$       

Direct Expenses 1,603.8$       2,797.7$       2,491.6$       2,647.0$       

Gross Profit 3,318.9$       2,561.1$       3,009.1$       2,757.0$       

Other Direct Expenses 356.4$          325.8$          345.6$          430.5$          

Contribution Profit 2,962.5$       2,235.3$       2,663.5$       2,326.5$       

Fixed Expenses 1,436.1$       452.9$          571.7$          506.6$          

SDE 1,526.4$       1,782.4$       2,091.8$       1,819.9$       

Directors Remuneration 323.9$          381.4$          473.9$          1,227.1$       

EBITDA 1,202.5$       1,401.0$       1,617.9$       592.7$          

Non-Recurring Exp (Inc) (3.8)$             (1.5)$             (6.6)$             (6.6)$             

Interest 0.3$              -$              -$              0.0$              

Depreciation 227.6$          -$              75.0$            75.0$            

Net Income 978.4$          1,402.4$       1,549.5$       524.2$          

EBITDA 1,202.5$       1,401.0$       1,617.9$       592.7$          

Capex 1,927.8$       (147.9)$         (134.5)$         

Recurring Earnings 1,202.5$       3,328.8$       1,470.0$       458.2$          

Reported (Monthly) 978.4$          1,402.4$       1,549.5$       528.7$          
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Revenue and Accounts Receivable / Prepaid Review

The Company breaks revenue into the following accounts (see below). 

Á The companyôs revenue (and expenses) are largely booked 

on a cash basis as income is received.  We will do a 

separate review of A/R, as reported in the Companyôs 

separate POS system. 

HISTORICAL TRENDS 

Revenue was exported on a monthly basis from QB. The following charts compare 

revenue across the previous fiscal years and YTD period.

Summary

Á Cash revenue was experiencing a consistent 

increasing trend until March of 2020, when the 

pandemic likely caused a reversal. 

Á Automatic outlier detection was applied against the 

monthly revenue.  The only outlier month detected 

was in December of 2020. The winter months are high 

anyway and this does appear to simply be a push by 

the company to increase collections in December and 

TTM revenue either a month before or after would be 

almost $300K lower.  The reason both January of 

2020 and December of 2020 were very large 

collections months ($707K and $558K respectively vs 

an average month of $470K).  This reinforces the 

belief that 2020ôs profitability should be viewed in 

conjunction with 2019 and even the TTM period.

Sales Breakdown FY18 FY19 FY20 FY21 TTM21

in thousands

Ordinary Income/Expense

Income

Sales

AUTHORIZE.NET -$               -$               86.58$           -$               195.57$          

AMERICAN EXPRESS 157.91$          219.35$          255.22$          237.00$          304.13$          

CHASE READERS 240.91$          431.11$          586.04$          410.76$          755.12$          

DISCOVER CARD 1.37$             -$               -$               -$               -$               

Refunds -$               (2.41)$            (0.20)$            (2.73)$            0.12$             

VISA/MASTERCARD 866.93$          856.45$          815.98$          798.12$          817.03$          

Other 3,696.28$       3,854.29$       3,758.06$       4,296.92$       3,337.09$       

Total Sales 4,963.4$         5,358.8$         5,501.7$         5,740.1$         5,409.1$         

Sales Returns and Allowances

Chargeback (40.20)$          -$               (1.06)$            -$               (5.06)$            

Discount (0.54)$            -$               0.13$             0.13$             -$               

Other -$               -$               -$               -$               -$               

Total Sales Returns and Allowances (40.7)$            -$               (0.9)$              0.1$               (5.1)$              

Total Income 4,922.7$         5,358.8$         5,500.8$         5,740.2$         5,404.0$         
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Balance Sheet

As with the P&L, the above balance sheet reflects 

the following adjustments:

1. Non-QoE adjustments

a. Remapping of the companyôs detailed 

Balance Sheet to the above 

categories for simplicity and improved 

comparability among periods. See 

ñBalance Sheet Mappingò appendix for 

details on the mapping. 

2. Working Capital adjustments

a. None.

Balance Sheet FY18 FY19 FY20 Mar-20 Mar-21

in thousands

Current Assets

Cash 338.0$         533.0$     1,427.4$       803.5$          441.2$          

Accounts Receivable -$            -$        -$             -$             -$             

Inventory -$            -$        -$             -$             -$             

Prepaid & Other -$            -$        -$             -$             -$             

Current Assets 338.0$         533.0$     1,427.4$       803.5$          441.2$          

Long Term Assets

Gross Fixed Assets 3,001.9$      1,790.9$  1,938.8$       1,793.8$       2,067.2$       

Accumulated Depreciation (890.1)$        (1,607.0)$ (1,682.0)$      (1,607.0)$      (1,682.0)$      

Net Fixed Assets 2,111.8$      183.9$     256.8$          186.8$          385.2$          

Employee Loans (242.1)$        (239.2)$    (240.5)$         (239.3)$         (240.5)$         

Intercompany Receivable -$            -$        -$             -$             -$             

Long Term Assets 1,869.7$      (55.3)$      16.3$            (52.4)$           144.7$          

Total Assets 2,207.6$      477.7$     1,443.6$       751.1$          585.9$          

Current Liabilities

Accounts Payable -$            -$        -$             -$             -$             

Credit Card 88.8$           127.6$     75.5$            43.9$            2.3$             

Accrued Expenses (18.0)$          (15.8)$      35.1$            (14.9)$           75.9$            

Unearned Revenue -$            -$        -$             -$             -$             

Current Liabilities 70.8$           111.7$     110.6$          29.0$            78.2$            

Long Term Liabilities

Long Term Debt 773.7$         550.2$     877.1$          550.2$          877.1$          

Intercompany Payable -$            -$        -$             -$             -$             

Long Term Liabilities 773.7$         550.2$     877.1$          550.2$          877.1$          

Equity

Equity Contribution 90.5$           100.7$     (869.2)$         (499.3)$         (1,569.2)$      

Retained Earnings 1,272.7$      (284.9)$    1,325.2$       671.2$          1,199.9$       

Total Equity 1,363.1$      (184.2)$    456.0$          171.9$          (369.4)$         

Total Liabilities & Equity 2,207.6$      477.7$     1,443.6$       751.1$          585.9$          
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Balance Sheet (Continued)

Inventory - 

Á As the company books revenue and expenses on a cash basis, inventory is 

not recorded on the balance sheet.  A separate inventory reporting system 

reported approx. $370K of total inventory as of the date the report was run 

(3/28/21). According to the sellers and their supplier, the system cannot 

report historical inventory levels. 

Á This unfortunately makes it impossible to calculate whether CGS is 

understated, which would happen if inventory had been built up and then 

run-down over time.  We do have a ñmaterial usageò report but it does not 

appear to accurately reflect the material costs, suggesting that the costs 

were 20% above what had been reported in the GL.  

Owner distributions / related party loans - 

Á The following detailed entries tie the ownerôs TTM distributions of $1,069K.  

The distribution entries were all found in the bank statements / bank 

transaction history however Chase Bank does not provide digital copies of 

checks, so the specific ñDue Toò account could not be confirmed.

Type Date Num Adj Name Memo Account Split Debit Credit Account Type Bank Confirmation

Check 06/15/2020 10772 UNITED STATES TREASURY 366-84-7127  1st Quarter Estimated Taxes Estimated Taxes CHASE BANK 53,000.00 Equity X

Check 06/15/2020 10773 UNITED STATES TREASURY 366-84-7127  2nd  Quarter Estimated Taxes Estimated Taxes CHASE BANK 53,000.00 Equity X

Check 07/15/2020 10813 UNITED STATES TREASURY 366-84-7127  Federal 2019 Tax Due 1040-V Estimated Taxes CHASE BANK 30,928.00 Equity X

Check 07/15/2020 10814 UNITED STATES TREASURY 366-84-7127  "2020" FORM 1040-ES Estimated Taxes CHASE BANK 179,536.00 Equity X

Check 07/17/2020 INTERNAL REVENUE SERVICE 366-84-7127  385-74-2821 2019 federal Cheryl did online Estimated Taxes CHASE BANK 53,454.00 Equity X

Check 02/26/2021 CHASE BANK TRANSFER TO PERSONAL CHASE ACCT Shareholder Distributions CHASE BANK 700,000.00 Equity X

Total Distributions 1,069,918.00

Balance Sheet FY18 FY19 FY20 Mar-20 Mar-21

in thousands

Current Assets

Cash 338.0$         533.0$     1,427.4$       803.5$          441.2$          

Accounts Receivable -$            -$        -$             -$             -$             

Inventory -$            -$        -$             -$             -$             

Prepaid & Other -$            -$        -$             -$             -$             

Current Assets 338.0$         533.0$     1,427.4$       803.5$          441.2$          

Long Term Assets

Gross Fixed Assets 3,001.9$      1,790.9$  1,938.8$       1,793.8$       2,067.2$       

Accumulated Depreciation (890.1)$        (1,607.0)$ (1,682.0)$      (1,607.0)$      (1,682.0)$      

Net Fixed Assets 2,111.8$      183.9$     256.8$          186.8$          385.2$          

Employee Loans (242.1)$        (239.2)$    (240.5)$         (239.3)$         (240.5)$         

Intercompany Receivable -$            -$        -$             -$             -$             

Long Term Assets 1,869.7$      (55.3)$      16.3$            (52.4)$           144.7$          

Total Assets 2,207.6$      477.7$     1,443.6$       751.1$          585.9$          

Current Liabilities

Accounts Payable -$            -$        -$             -$             -$             

Credit Card 88.8$           127.6$     75.5$            43.9$            2.3$             

Accrued Expenses (18.0)$          (15.8)$      35.1$            (14.9)$           75.9$            

Unearned Revenue -$            -$        -$             -$             -$             

Current Liabilities 70.8$           111.7$     110.6$          29.0$            78.2$            

Long Term Liabilities

Long Term Debt 773.7$         550.2$     877.1$          550.2$          877.1$          

Intercompany Payable -$            -$        -$             -$             -$             

Long Term Liabilities 773.7$         550.2$     877.1$          550.2$          877.1$          

Equity

Equity Contribution 90.5$           100.7$     (869.2)$         (499.3)$         (1,569.2)$      

Retained Earnings 1,272.7$      (284.9)$    1,325.2$       671.2$          1,199.9$       

Total Equity 1,363.1$      (184.2)$    456.0$          171.9$          (369.4)$         

Total Liabilities & Equity 2,207.6$      477.7$     1,443.6$       751.1$          585.9$          
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Cash Flow Confirmation 

1. As shown in our calculated cash flow statement 

(based on reported P&L and Balance Sheet) the 

consolidated company had 3 main sources of 

cash in the TTM period

1. $597K in reported EBITDA.

2. $326K in net new debt from PPP loans 

3. $362K of cash used

2. These sources were used on: 

1. $273K of Capex.

2. $1MM in distributions.

Cash Flow FY18 FY19 FY20 Mar-20

in thousands

Operating Cash Flow

EBITDA 1,262.5$     1,516.1$     1,678.6$   597.1$       

Accounts Receivable -$           -$           -$          -$           

Inventory 11.2$         -$           -$          -$           

Unearned Revenue -$           -$           -$          -$           

Credit Card (2.5)$          38.8$         (52.1)$       (41.6)$        

Accounts Payable -$           -$           -$          -$           

Accrued Expenses (69.8)$        2.2$           50.9$        90.8$         

Prepaid Expenses -$           -$           -$          -$           

Net Working Capital (61.0)$        41.0$         (1.2)$         49.2$         

Employee Loans 1.2$           (2.9)$          1.3$          1.3$           

Intercompany Receivables & Payables -$           -$           -$          -$           

Operating Cash Flow 1,202.7$     1,554.2$     1,678.7$   647.6$       

Investing Cash Flow

Capital Expenditures (319.5)$      1,927.8$     (147.9)$     (273.4)$      

Intangible Asset -$           -$           -$          -$           

Investing Cash Flow (319.5)$      1,927.8$     (147.9)$     (273.4)$      

Financing Cash Flow

Long Term Debt Payments (10.9)$        (223.5)$      326.9$      326.9$       

Interest Payments (0.3)$          -$           -$          (0.0)$          

Non-recurring Expense 3.8$           1.5$           6.6$          6.6$           

Taxes -$           -$           -$          -$           

Distributions to Owner (1,709.9)$    (3,064.9)$    (969.9)$     (1,069.9)$    

Financing Cash Flow (1,717.2)$    (3,287.0)$    (636.5)$     (736.5)$      

Total Cash Flow (834.1)$      195.1$       894.3$      (362.3)$      

Balance Sheet Movement (834.1)$      195.1$       894.3$      (362.3)$      
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Exhibit 1: Truck Expense

IV ïExhibits

type date num name memo account split debit credit account type month amount Addback

Check 3/5/2021 11236SANDS CHEVROLET 3GCPWAEH6MG255576 2021 SIVERADO 1500Truck Expense CHASE BANK 35724.48 0 Expense 3/31/2021 35,724.48$    Truck Expense

Check 3/16/2021 11261SANDS CHEVROLET 1GCWGBFP8M1186702 2021 CHEVY EXPRESS 2500Truck Expense CHASE BANK 34340.37 0 Expense 3/31/2021 34,340.37$    Truck Expense
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Exhibit 2: Salary Confirmations 

IV ïExhibits

Salary Confirmations FY18 FY19 FY20 FY21

in thousands

AARON PECK -$                    26.4$                  25.7$                  -$                

ALAN AGUILAR -$                    -$                    9.5$                     -$                

ALEXANDER D. GOODLANDER -$                    3.8$                     -$                    -$                

ANTHONY K. ANZIVINO -$                    36.2$                  78.5$                  21.6$              

ANTHONY STURDIVANT 1.3$                     41.7$                  62.3$                  17.1$              

Arthur James Baker -$                    20.3$                  0.3$                     -$                

BARRY HATCHETT 58.9$                  58.4$                  55.4$                  10.8$              

BENJAMIN D. LIZOTTE 50.7$                  8.2$                     -$                    -$                

BETH HERZOG 67.0$                  75.0$                  75.0$                  18.7$              

BRANDON HUMPHREY -$                    33.3$                  1.3$                     -$                

BRIAN GARRETT 13.8$                  -$                    -$                    -$                

BRIANA SWERN 17.7$                  -$                    -$                    -$                

BRYAN GLENN 100.2$                90.9$                  97.4$                  24.9$              

CADE D. VANCE 72.8$                  73.9$                  74.3$                  19.2$              

CHAD SMITH 73.5$                  76.6$                  86.2$                  17.4$              

CHRISTOPHER M. TINER 16.5$                  -$                    0.3$                     -$                

COLIN ELLIOTT -$                    -$                    4.8$                     -$                

DANE ATWATER 73.4$                  71.7$                  77.2$                  17.4$              

DAVID A. MCCRARY 36.1$                  -$                    0.8$                     -$                

Diavonte K. Hudson 23.5$                  30.7$                  -$                    -$                

DYLAN RUIZ 1.0$                     33.3$                  13.5$                  -$                

EDGAR CERVANTES 11.2$                  -$                    -$                    -$                

ELIZABETH BERHE 33.1$                  35.1$                  36.3$                  6.5$                 

ERIC GOODWIN -$                    -$                    5.9$                     7.6$                 

HEATHER KUBLI 50.6$                  52.4$                  57.1$                  12.7$              

JEFFREY S. HERZOG 26.8$                  33.0$                  39.2$                  9.6$                 

JOE SINATRA 80.8$                  80.2$                  87.4$                  22.0$              

JOHNNY R. COLEMAN 11.2$                  -$                    -$                    -$                

JONATHAN A. SAUCEDO 26.4$                  38.3$                  22.3$                  -$                

JORDAN T. KIDD 1.1$                     -$                    -$                    -$                

JOSEPH L. SPENCER -$                    -$                    1.4$                     -$                

JOSHUA GUTIERREZ -$                    -$                    -$                    4.2$                 

JOSHUA HANAFI -$                    8.7$                     -$                    -$                

JUAN F. CARREON JR -$                    -$                    28.0$                  10.0$              

JUSTIN K. PAYNE 73.4$                  81.2$                  85.7$                  23.7$              

JUSTIN W. BAST 71.1$                  77.5$                  15.1$                  -$                

KEVIN A. KASICH 0.8$                     -$                    -$                    -$                

KOLTON HAYS -$                    -$                    -$                    0.7$                 

KYLE SINGER -$                    -$                    -$                    4.1$                 

LEVI S. CORBIN 69.5$                  72.9$                  71.0$                  19.3$              

LINDSEY R. SEILINGER -$                    0.9$                     -$                    -$                

MARIE K. WARREN 38.9$                  40.8$                  42.6$                  9.4$                 

MARK CAMERON -$                    5.6$                     48.5$                  9.5$                 

MATTHEW BORETSKY 105.1$                97.0$                  97.6$                  27.3$              

MATTHEW H. SMITH 54.3$                  -$                    -$                    -$                

MEGAN J. CROSSWHITE -$                    -$                    -$                    4.0$                 

MICHAEL P. EARDLEY 46.7$                  48.0$                  51.9$                  11.6$              

MICHAEL R. MATOUSEK 37.6$                  57.6$                  68.4$                  20.1$              

MICHELLE L. SMITH 6.6$                     36.7$                  37.2$                  8.7$                 

NICHOLAS TINER 33.0$                  49.1$                  70.9$                  15.9$              

NICOLE A. LINK 14.4$                  -$                    -$                    -$                

OSBALDO ACOSTA 77.9$                  84.9$                  84.2$                  39.2$              

PATRICK DUANE YARBROUGH -$                    0.9$                     -$                    -$                

PAUL J. MORENO -$                    7.1$                     52.0$                  19.5$              

QUINTEN WARD -$                    -$                    5.6$                     8.0$                 

RAYMOND SAUCEDO 21.7$                  -$                    -$                    -$                

SAMUEL E. LOPEZ 5.3$                     15.2$                  2.1$                     -$                

Shawn J. Ortiz 0.8$                     9.3$                     -$                    -$                

STANISLAV YAMNITSKIY 1.1$                     1.9$                     -$                    -$                

STEPHEN HERZOG 100.0$                100.0$                100.0$                25.0$              

STEVEN S. ANDREWS 56.7$                  36.6$                  73.8$                  20.1$              

TYLER WEBB -$                    -$                    6.2$                     7.5$                 

Grand Total 98.5$                  175.6$                86.0$                  -$                

Salary Confirmations FY18 FY19 FY20 FY21

in thousands

AARON PECK -$                    26.4$                  25.7$                  -$                

ALAN AGUILAR -$                    -$                    9.5$                     -$                

DYLAN RUIZ 1.0$                     33.3$                  13.5$                  -$                

JONATHAN A. SAUCEDO 26.4$                  38.3$                  22.3$                  -$                

JUSTIN W. BAST 71.1$                  77.5$                  15.1$                  -$                

Grand Total 98.5$                  175.6$                86.0$                  -$                

Quickbooks Payroll Accounts FY18 FY19 FY20 FY21

in thousands

Labor 447.9$                1,444.7$            1,410.7$            390.3$            

Officer Wages 113.3$                50.0$                  -$                    700.0$            

Officer Salary - Other -$                    125.0$                218.7$                43.7$              

Salaries & Wages 1,092.0$            130.1$                264.2$                62.0$              

Total QB Salary 1,653.1$          1,749.8$          1,893.6$          1,196.1$       

Variance (9.0)$               (2.0)$               41.1$              702.5$          
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Exhibit 3: Sales Analysis

IV ïExhibits

Chart 3.1 Chart 3.2

The distribution chart 4.2 in 
Exhibit 4 shows that most 
tickets are booked for relatively 
low cost amounts, with the 
largest number of tickets 
booked between $50 and $200 
although tickets do go into the 
thousands.

Chart 3.3

The chart 4.3 in Exhibit 4 left shows 

the representative related to each 

ticket. Bryan continues to be the top 

performer.
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Exhibit 4: Churn Analysis

IV ïExhibits

Chart 4.1

Chart 4.2

The chart 4.4 in Exhibit 4 shows that 

the business experiences significant 

churn from a ñnumber of customersò 

with almost 60% of customers from 

one year not doing business in the 

next (for the periods for which data is 

available).

The chart 4.5 in Exhibit 4 shows that 

the company has continued to gain 

new customers, driving the recent 

revenue growth.
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Exhibit 5: GL Reporting VS Income Tax Filing

IV ïExhibits

Accrual Tax and GL Rec GL18 Tax 18 Variance GL19 Tax 19 Variance

in thousands

Net Revenue 4,926.5$       4,940.5$       14.0$          5,364.2$       5,364.2$       (0.0)$          

Direct Expenses 993.6$          993.8$          0.2$            1,131.1$       1,145.0$       13.9$         

Gross Profit 3,932.9$       3,946.8$       13.9$          4,233.1$       4,219.2$       (13.9)$        

Other Direct Expenses 231.3$          231.3$          (0.0)$           200.5$          200.5$          0.0$           

Contribution Profit 3,701.6$       3,715.5$       13.9$          4,032.6$       4,018.7$       (13.9)$        

Fixed Expenses 2,433.9$       2,319.0$       (115.0)$       2,388.6$       2,300.3$       (88.3)$        

Owner Salary -$              167.0$          167.0$        125.0$          175.0$          50.0$         

Owner Expense -$              -$              -$            -$              -$              -$           

EBITDA 1,267.7$       1,229.5$       (38.2)$         1,519.0$       1,543.4$       24.4$         

Non-Recurring Exp (Inc) -$              -$            -$              -$           

Interest 1.7$              1.7$              (0.0)$           1.4$              1.4$              (0.0)$          

Taxes -$              -$            -$              -$           

Depreciation 227.6$          227.6$          0.0$            -$              35.7$            35.7$         

Amortization -$              -$            -$              -$           

Net Income 1,038.4$       1,000.2$       (38.2)$         1,517.6$       1,506.3$       (11.3)$        
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Exhibit 6: Customer Analysis

IV ïExhibits

The Company has very low customer 

concentration with the Top 10 

customers representing 12% of sales 

for the TTM period. 

As should be expected by the churn 

analysis, the largest customers from 

a year ago did not repeat the ñordersò 

in 2020 as many of these related to 

one time retrofits or projects.

Largest Declines Previous Revenue Current Revenue Change

1 ABRAZO PEORIA CLINIC 173,253                             23 (173,230) 

2 DRURY INN AND SUITES 157,518                             1989 (155,529) 

3 DOUBLETREE HOTEL AT RIED PARK 139,139                             0 (139,139) 

4 CHIPOTLE 89,588                              90773 1,185      

5 SYSCO FOODS 89,103                              0 (89,103)   

6 PF CHANGS BISTRO 76,963                              61572 (15,391)   

7 HOLSUM BAKERY 72,426                              1608 (70,818)   

8 TIERRA SANTA 52,152                              25539 (26,613)   

9 OLANDER DAVE 49,044                              0 (49,044)   

10 PEI WEI ASIAN DINER 48,669                              22203 (26,466)   

Largest Customer Current TTM Revenue

1 UPPER CRUST BAKERY 118,078                             

2 CHIPOTLE 90,773                              

3 SPROUTS VIXXO 87,530                              

4 APEX CHIPOTLE 67,720                              

5 PF CHANGS BISTRO 64,572                              

6 TESLA OF TEMPE 62,106                              

7 THE STRAFFORD 48,126                              

8 HABIT FOR HUMANITY 47,092                              

9 MARBLE CREEK  APARTMENTS 45,517                              

10 SCOTTSDALE HACIENNDAS CONDOMINIUMS 42,911                              

Total 674,425                             

% of Total Sales 12%
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Exhibit 7: Cash Proof - Deposits

IV ïExhibits

LTM 3/31/21 proof of cash Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 LTM

In thousands

Operating cash receipts:

Deposits 361.1$        701.7$         321.4$         438.7$         471.2$        362.5$         427.1$        443.4$         570.8$        433.6$        537.1$         648.2$         5,716.8$      

Loan Receipt (326.9)$        (326.9)$        

Operating cash revenue receipts 361.1$        374.8$         321.4$         438.7$         471.2$        362.5$         427.1$        443.4$         570.8$        433.6$        537.1$         648.2$         5,389.9$      

Cash-basis revenue:

Revenue (accrual) 360.8$        378.2$         324.4$         441.3$         464.1$        371.8$         416.8$        460.0$         558.2$        430.6$        540.6$         662.4$         5,409.1$      

Less bad debt expense (0.4)$           (0.4)$           (0.3)$          (1.2)$          (2.8)$           (5.1)$           

Cash-basis revenue 360.8$        377.8$         324.4$         441.3$         464.1$        371.8$         416.8$        459.6$         557.9$        429.5$        540.6$         659.5$         5,404.0$      

Difference 0.3$           (3.0)$           (2.9)$           (2.6)$           7.1$           (9.3)$           10.3$         (16.2)$          13.0$         4.1$           (3.5)$           (11.3)$          (14.1)$          

Difference as % of cash-basis revenue 0.1% -0.8% -0.9% -0.6% 1.5% -2.5% 2.5% -3.5% 2.3% 1.0% -0.6% -1.7% -0.3%



***CONFIDENTIAL*** PROPERTY

OF GUARDIAN DUE DILIGENCE

NO OTHER USE IS ALLOWED

D R A F T

Exhibit 8: Cash Proof ï Expenses

IV ïExhibits

LTM 3/31/21 proof of cash Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 LTM

In thousands

Operating cash receipts:

Deposits 361.1$        701.7$         321.4$         438.7$         471.2$        362.5$         427.1$        443.4$         570.8$        433.6$        537.1$         648.2$         5,716.8$      

Loan Receipt (326.9)$        (326.9)$        

Operating cash revenue receipts 361.1$        374.8$         321.4$         438.7$         471.2$        362.5$         427.1$        443.4$         570.8$        433.6$        537.1$         648.2$         5,389.9$      

Cash-basis revenue:

Revenue (accrual) 360.8$        378.2$         324.4$         441.3$         464.1$        371.8$         416.8$        460.0$         558.2$        430.6$        540.6$         662.4$         5,409.1$      

Less bad debt expense (0.4)$           (0.4)$           (0.3)$          (1.2)$          (2.8)$           (5.1)$           

Cash-basis revenue 360.8$        377.8$         324.4$         441.3$         464.1$        371.8$         416.8$        459.6$         557.9$        429.5$        540.6$         659.5$         5,404.0$      

Difference 0.3$           (3.0)$           (2.9)$           (2.6)$           7.1$           (9.3)$           10.3$         (16.2)$          13.0$         4.1$           (3.5)$           (11.3)$          (14.1)$          

Difference as % of cash-basis revenue 0.1% -0.8% -0.9% -0.6% 1.5% -2.5% 2.5% -3.5% 2.3% 1.0% -0.6% -1.7% -0.3%

Operating cash disbursements:

Withdrawals - PM Receivables (337.2)$       (625.0)$        (302.1)$        (567.8)$        (312.2)$       (374.9)$        (395.8)$       (312.4)$        (569.8)$       (326.4)$       (1,134.4)$     (485.4)$        (5,743.4)$     

Employee Advances

Add Back: Capex 7.2$           11.2$           75.8$         50.9$         128.4$         273.4$         

Add Back: Loan Payments  + Interest 0.0$            0.0$            

Add Back: Distributions 340.8$         106.0$         263.9$         700.0$         1,410.7$      

Operating cash disbursements (337.2)$       (284.3)$        (196.1)$        (303.9)$        (305.0)$       (363.8)$        (319.9)$       (312.4)$        (518.9)$       (326.4)$       (306.0)$        (485.4)$        (4,059.3)$     

Cash-basis expenses:

Total expenses (287.3)$       (356.9)$        (215.5)$        (288.1)$        (321.0)$       (331.9)$        (327.7)$       (347.3)$        (629.7)$       (272.5)$       (305.1)$        (1,181.0)$     (4,863.9)$     

Add Back: Owner Payments 700.0$         700.0$         

Add Back: Bad Debt 0.4$            0.4$            0.3$           1.2$           2.8$            5.1$            

Add Back: Interest Expense 0.0$            0.0$            

Add Back: Depreciation expense 75.0$         75.0$           

Increase (decrease) in AP / AE 16.1$         34.0$           35.2$           (12.8)$          31.0$         (53.9)$          24.0$         (34.2)$          42.2$         (1.5)$          13.9$           (44.8)$          49.2$           

Cash-basis expenses (271.2)$       (322.5)$        (180.3)$        (300.9)$        (290.0)$       (385.8)$        (303.8)$       (381.1)$        (512.1)$       (272.8)$       (291.1)$        (523.0)$        (4,034.6)$     

Difference (65.9)$        38.2$           (15.8)$          (3.0)$           (15.0)$        22.1$           (16.2)$        68.7$           (6.8)$          (53.6)$        (14.8)$          37.5$           (24.6)$          

Difference as % of cash-basis expenses 24.3% -11.8% 8.7% 1.0% 5.2% -5.7% 5.3% -18.0% 1.3% 19.7% 5.1% -7.2% 0.6%

Bank Statement EBITDA 23.9$         90.5$           125.3$         134.8$         166.2$        (1.3)$           107.1$        131.0$         51.9$         107.2$        231.2$         162.8$         1,330.6$      

Financial Statement EBITDA 89.6$         55.4$           144.0$         140.4$         174.1$        (14.1)$          113.0$        78.5$           45.7$         156.7$        249.5$         136.6$         1,369.4$      

Net Difference (65.7)$        35.2$           (18.7)$          (5.6)$           (7.9)$          12.7$           (5.9)$          52.5$           6.2$           (49.5)$        (18.3)$          26.2$           (38.7)$          

Difference as % of cash-basis expenses -24.2% 10.9% -10.4% -1.9% -2.7% 3.3% -1.9% 13.8% 1.2% -18.2% -6.3% 5.0% -1.0%

Accrual EBITDA 73.5$         21.3$           108.9$         153.2$         143.1$        39.9$           89.0$         112.7$         3.5$           158.2$        235.6$         181.3$         1,315.1$      
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Exhibit 8: Cash Proof ï Expenses (continued)

IV ïExhibits

The majority of the adjustment is $700K the company writes as a "fake check" to the 

owners to make the bank balance in QB look lower (offset by higher payroll 

expense).  They reverse that and do it each month. Hence the $700K expense for 

the month in Owner Salary.  The remaining variance of $16K is likely just issues with 

accounting over time.

This suggests the bank account as recorded on the QB Balance Sheet was higher 

than the bank statement suggested to start the year (and is now lower than 

suggested).  This direction of the error would be more likely to suggest an 

understatement of profits than an overstatement, and thus not a concern.

In thousands

Entity Year GL Account GL Balance Bank Statement Reconciliation Confirm Check

Reconciliation 

Provided

Bank Statement 

Provided

Main Mar-21 CHASE BANK 100.5$              815.3$                       (698.5)$                   16.3$          X X

Total Cash 100.5$              815.3$                       (698.5)$                   16.3$          16.3$       

In thousands

Entity Year GL Account GL Balance Bank Statement Reconciliation Confirm Check

Reconciliation 

Provided

Bank Statement 

Provided

Main Mar-20 CHASE BANK 803.5$              841.9$                       (65.9)$                     (27.5)$         -$         X X

-$                  -$                          -$                        -$            -$         

Total Cash 803.5$              841.9$                       (65.9)$                     (27.5)$         (27.5)$      
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Exhibit 9: Accounts Receivable Aging

IV ïExhibits

Year End <30 30-60 60-90 90-120 >120 Total Current A/R Change

12/31/2017 232,203.32 154,134.58 39,465.84 10,341.09 21,925.89 458,070.72 386,337.90

12/31/2018 292,134.35 100,089.20 29,191.32 28,953.94 126,594.69 576,963.50 392,223.55 118,892.78

12/31/2019 258,210.29 94,532.59 83,224.06 13,806.38 91,267.60 541,040.92 352,742.88 -35,922.58

12/31/2020 232,564.28 99,278.75 62,708.17 17,475.11 4,759.66 416,785.97 331,843.03 -124,254.95

3/31/2018 230,253.91 108,556.90 23,637.40 17,057.64 19,873.17 399,379.02 338,810.81

3/31/2019 188,022.88 102,863.94 21,866.34 3,008.37 95,063.03 410,824.56 290,886.82 11,445.54

3/31/2020 273,154.06 124,100.86 31,426.22 7,643.55 28,663.90 464,988.59 397,254.92 54,164.03

3/31/2021 208,709.92 120,892.84 21,729.81 977.37 28,774.49 381,084.43 329,602.76 -83,904.16



***CONFIDENTIAL*** PROPERTY

OF GUARDIAN DUE DILIGENCE

NO OTHER USE IS ALLOWED

D R A F T

Exhibit 10: Fixed Assets

IV ïExhibits

Fixed Assets Dec-18 Dec-19 Dec-20 Mar-20 Mar-21

in thousands

Fixed Assets

Building

Tenant Improvements

Parking Lot Replacement 54.4$        91.8$         93.8$         93.8$         93.8$         

Roof Replacement 37.5$        64.8$         64.8$         64.8$         64.8$         

Tenant Improvements - Other -$          -$           11.3$         -$           11.3$         

Total Tenant Improvements 91.9$        156.6$       170.0$       158.6$       170.0$       

Building - Other -$          -$           25.6$         0.8$           28.6$         

Total Building 91.9$        156.6$       195.6$       159.5$       198.6$       

Machinery & Equipment

Hydrojetter 758 38.4$        38.4$         38.4$         38.4$         38.4$         

Leak Detection Equipment 9.7$          9.7$           9.7$           9.7$           9.7$           

Sewer Camera Equipment 11.8$        11.8$         11.8$         11.8$         11.8$         

Machinery & Equipment - Other 17.3$        17.3$         17.3$         17.3$         17.3$         

Total Machinery & Equipment 77.3$        77.3$         77.3$         77.3$         77.3$         

Property & Equipment 2,280.5$   1,264.9$     1,264.9$     1,264.9$     1,264.9$     

Vehicles

Chevy Express 3500 -$          -$           35.8$         -$           35.8$         

2017 Chevy Express Van 31.0$        31.0$         31.0$         31.0$         31.0$         

2018 Chevy Truck 3806 33.8$        33.8$         33.8$         33.8$         33.8$         

2018 Chevy Truck 4405 33.8$        33.8$         33.8$         33.8$         33.8$         

2018 Chevy Truck 4659 33.8$        33.8$         33.8$         33.8$         33.8$         

2018 RAM Promaster 35.3$        35.3$         35.3$         35.3$         35.3$         

Vehicles - Other 384.6$      124.5$       197.7$       124.5$       323.0$       

Total Vehicles 552.3$      292.2$       401.1$       292.2$       526.5$       

Total Fixed Assets 3,001.9$   1,790.9$     1,938.8$     1,793.8$     2,067.2$     

Less: Building 2,910.0$   1,634.4$     1,743.2$     1,634.4$     1,868.6$     
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Type Date Num Name MEMO Account Split DEBIT CREDIT Amount

Credit Card Charge Feb-20 NA aztec lighting LIGHTS OUTSIDE Parking Lot Replacement AMERICAN EXPRESS 0.8$         0 0.8$         

Credit Card Charge Feb-20 NA aztec lighting NA Parking Lot Replacement CAPITAL ONE 0.4$         0 0.4$         

Credit Card Charge Mar-20 NA aztec lighting NA Parking Lot Replacement CAPITAL ONE 0.8$         0 0.8$         

Credit Card Charge Aug-20 NA efavormart NA Tenant Improvements AMERICAN EXPRESS 0.2$         0 0.2$         

Check Sep-20 10872 IRONWOOD ROOFING EC282 Tenant Improvements CHASE BANK 11.1$       0 11.1$       

Credit Card Charge Sep-20 NA efavormart NA Tenant Improvements AMERICAN EXPRESS 0.1$         0 0.1$         

Check Mar-20 10617 CHRISTY SIGNS 22579 Building CHASE BANK 0.6$         0 0.6$         

Check Mar-20 10617 CHRISTY SIGNS 22696 Building CHASE BANK 0.2$         0 0.2$         

Check Aug-20 10843 TURF MONSTERS NA Building CHASE BANK 7.0$         0 7.0$         

Credit Card Charge Oct-20 NA CHRISTY SIGNS NA Building AMERICAN EXPRESS 3.0$         0 3.0$         

Check Dec-20 11137 LOWERYS WINDOW 1/2 Down for Window Replacement  4683 Juniper Dr in Happy JackBuilding CHASE BANK 14.7$       0 14.7$       

Check Feb-21 11230 HERNALDO RIOS DRYWALL FOR OFFICESBuilding CHASE BANK 3.0$         0 3.0$         

General Journal Oct-20 CPA 1220-1 NA RECLASSIFY CK Chevy Express 3500 Ask My Accountant 35.8$       0 35.8$       

Check Oct-20 10932 LARRY MILLER DODGEVOID: 2020 RAM PROMASTER ..51466Vehicles CHASE BANK -$         0 -$         

Check Oct-20 10953 LARRY MILLER DODGENA Vehicles CHASE BANK 37.0$       0 37.0$       

General Journal Dec-20 CPA 1220-9 NA RECLASSIFY ASK MY ACCTVehicles Ask My Accountant 36.1$       0 36.1$       

Check Feb-21 11225 ARROWHEAD CADILLACBETHS TRUCK Vehicles CHASE BANK 125.4$     0 125.4$     

Total 276.3$     276.3$     

Total Excluding Building 234.3$     234.3$     

In thousands

Two of the capex entries (highlighted above) are 

unusual as they are general journal entries, 

which can imply a reclass of an expense to a 

fixed asset. However a review of the underlying 

entries that were originally expensed (shown 

below) corroborates the purchase of vehicles.

type date num name memo account split debit credit amount

Check 10/7/2020 10938SANDS CHEVROLET 2020 Chevrolet Express 3500 ... 69835Ask My Accountant CHASE BANK 35,779.20$    0 35,779.20$    

Check 12/31/2020 11173SANDS CHEVROLET 1GCWGBF7XM1172249 Ask My Accountant CHASE BANK 36,127.20$    0 36,127.20$    

Exhibit 10: Fixed Assets (continued)
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Since the 2019 in Table shows following items 

have been booked to fixed assets. 

Fixed Assets

Type Name In Service Date Cost Basis

Equipment TENANT IMPROVEMENTS Dec-19 37,325$            

Equipment NEW ROOF Dec-19 27,375$            

Equipment GMC SAVANA VAN Dec-19 35,667$            

Equipment VARIOUS TRUCKS Jun-01 119,199$           

Equipment GMAC TRUCK 11246 Jan-04 24,012$            

Equipment GMAC TRK 08912 Jan-04 22,714$            

Equipment GMAC TRUCK Jan-04 25,187$            

Equipment GMAC TRUCK 39909 Jan-04 23,708$            

Equipment GMAC TRUCK 95609 May-04 23,884$            

Equipment GMAC TRUCK 26723 Nov-04 28,547$            

Equipment GMAC TRUCK 64560 Nov-04 28,499$            

Equipment 2008 FURNITURE Dec-08 20,080$            

Equipment 2011 TRUCK Jun-11 29,900$            

Equipment 2011 TRUCK Jun-11 29,900$            

Equipment 2011 TRUCK Jun-11 29,900$            

Equipment 2011 TRUCK Jun-11 29,900$            

Equipment 2011 VACTOR TRUCK Jun-11 65,000$            

Equipment 2013 EQUIPMENT Jan-12 1,985$              

Equipment 2012 EXPRESS VAN20807 Jan-12 29,600$            

Equipment 2013 RIDE NOW Dec-12 17,321$            

Equipment EXPRESS CARGO VAN 105395 Dec-12 27,300$            

Equipment 2013 RIGID DVD SNAKE Jun-13 4,500$              

Equipment 2013 ST-510 LINE LOCATOF Jun-13 3,000$              

Equipment 2013 CHEVY VAN 1105395 Jun-13 34,000$            

Equipment 2013 CHEVY VAN 1183621 Jun-13 34,000$            

Equipment 2013 TAKEUCHI TRACK HOE Jun-13 27,800$            

Equipment 2013 DOOSAN TOW BEHIND AIF< Jun-13 25,000$            

Equipment 2013 DITCH WITCH TRENCHEF Jun-13 18,000$            

Equipment 2013 DITCH WITCH TRAILEF Jun-13 1,500$              

Equipment 2013  4" HAMMERHEAD  BORING  TOOI Jun-13 4,500$              

Equipment 2013 AIR JACK HAMMNER 90# Jun-13 2,800$              

Equipment 2015 Chevy Utility Truck1, Dec-14 36,500$            

Equipment 2014 SPARTAN DRAIN MACHINE Dec-14 7,800$              

Equipment 2014 SIGNAGE Dec-14 52,000$            

Equipment 2015 Cardinal Way TruckL Mar-15 18,000$            

Equipment 2015 SPARTAN JETTER Jun-15 34,855$            

Equipment 2015 RIGID RECORDING MNTCE Jun-15 7,500$              

Equipment 2015 BOSCH DEMO HAMMER Jun-15 3,550$              

Equipment 2015 BACKHOE EQUIP Jun-15 11,500$            

Equipment 2015 AUTONATION TRUCKL Nov-15 36,200$            

Equipment 2016 FORD TRANSIT VAN 6102L Aug-16 37,000$            

Equipment SPARTAN TOOLS MISC Nov-16 15,411$            

Equipment 2016 RIGID CAMERA Dec-16 37,000$            

Equipment 2016 HYDRO JETTER Dec-16 27,500$            

Equipment 2017 FORD TRANSIT VAN 4661L Dec-16 40,835$            

Equipment 2017 NEW VAN Aug-17 36,281$            

Equipment 2017 RAM Sep-17 36,616$            

Equipment 2017 CHEVROLET Nov-17 33,442$            

Equipment 2018 CHEVROLET Nov-17 59,155$            

Equipment 2017 CHEVROLET Dec-17 32,625$            

Equipment 2017 CHEV 4 Dec-17 10,892$            

Equipment RAM PROMASTER Jan-18 35,300$            

Equipment CHEVROLET EXPRESS VM L Mar-18 30,988$            

Equipment CHEVY WORK TRUCK 4659 Oct-18 33,782$            

Equipment CHEVY WORK TRUCK 3806 Oct-18 33,782$            

Equipment CHEVY WORK TRUCK 4405 Dec-18 33,797$            

Equipment LEAK DETECTION EQUIPMENT!z\ Dec-18 9,650$              

Equipment SEWER CAMERA EQUIPMENT Dec-18 11,844$            

Equipment HYDROJETTER 758 Dec-18 38,442$            

Total 1,634,350$        

Exhibit 10: Fixed Assets (continued)
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Exhibit 11 - CAPEX vs Economic depreciation 

IV ïExhibits

Initial Review Based On Tax Return and High Level Economic Life Estimates

As Guardian focuses on both the recurring nature of earnings but also the likelihood that earnings become cash flow, we 

consider capital expenditures a necessary item to include when reviewing the Quality of Earnings. Therefor we compare the 

historical capital expenditures to the level of capital expenditures necessary to maintain a reasonable average economic life on 

the assets and we highlight any contingent liability that might arise from significantly deferred capital expenditures. The 

calculation is done by asset and includes the estimation of 

1. Current replacement cost, 

2. Economic life, 

3. Current age, 

4. Remaining economic life, and 

5. Annual economic depreciation.

The following assumptions were used to determine economic depreciation:

a. 20 year economic life for equipment over $30K

b. 10 year economic life for equipment over $5K

c. 5 year economic life is assumed equipment over $1K 

d. 3 year economic life is assumed for all other equipment

e. 1.8% inflation is assumed to reflect current replacement cost vs initial purchase cost

The resulting annual economic depreciation of $139K is significantly below last yearôs capex of $273K and results in a $139K 

adjustment to the Capex level for determining regular recurring cash flow.  This makes sense given the $125K purchase of a 

truck for one owner in February. The average useful life of equipment in service is 48% which is well below the target of 50% 

useful life remaining, suggesting a positive contingent liability ($44K). Please note this contingent liability is not a QOE 

adjustment, it is simply a recognition that on average capex can be slightly lower than maintenance level going forward to 

maintain the average life of equipment.

Capital Expenditure TTM Historical Economic Depreciation QoE Adjustment

$273,373 $134,505 $138,869

Deferred Capex

(Useful Life Remaining) Actual Target Contingent Liability

47.9% 50% $43,678
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Exhibit 11 - CAPEX vs Economic depreciation (continued) 

IV ïExhibits

CAPEX VS Economic Depreciation

Type Name In Service Date Cost Basis Replacement Value Useful Life (years) Current Life Economic Depreciation % of Useful Life Used

Equipment TENANT IMPROVEMENTS Dec-19 37,325$            38,166$                 20.0                     1.2             1,908$                         6%

Equipment NEW ROOF Dec-19 27,375$            27,992$                 10.0                     1.2             2,799$                         12%

Equipment GMC SAVANA VAN Dec-19 35,667$            36,470$                 20.0                     1.2             1,824$                         6%

Equipment VARIOUS TRUCKS Jun-01 119,199$           169,625$               20.0                     19.8           8,481$                         99%

Equipment GMAC TRUCK 11246 Jan-04 24,012$            32,662$                 10.0                     17.2           1,894$                         100%

Equipment GMAC TRK 08912 Jan-04 22,714$            30,897$                 10.0                     17.2           1,792$                         100%

Equipment GMAC TRUCK Jan-04 25,187$            34,260$                 10.0                     17.2           1,987$                         100%

Equipment GMAC TRUCK 39909 Jan-04 23,708$            32,249$                 10.0                     17.2           1,870$                         100%

Equipment GMAC TRUCK 95609 May-04 23,884$            32,297$                 10.0                     16.9           1,909$                         100%

Equipment GMAC TRUCK 26723 Nov-04 28,547$            38,257$                 10.0                     16.4           2,331$                         100%

Equipment GMAC TRUCK 64560 Nov-04 28,499$            38,192$                 10.0                     16.4           2,327$                         100%

Equipment 2008 FURNITURE Dec-08 20,080$            24,983$                 10.0                     12.2           2,040$                         100%

Equipment 2011 TRUCK Jun-11 29,900$            35,632$                 10.0                     9.8             3,563$                         98%

Equipment 2011 TRUCK Jun-11 29,900$            35,632$                 10.0                     9.8             3,563$                         98%

Equipment 2011 TRUCK Jun-11 29,900$            35,632$                 10.0                     9.8             3,563$                         98%

Equipment 2011 TRUCK Jun-11 29,900$            35,632$                 10.0                     9.8             3,563$                         98%

Equipment 2011 VACTOR TRUCK Jun-11 65,000$            77,462$                 20.0                     9.8             3,873$                         49%

Equipment 2013 EQUIPMENT Jan-12 1,985$              2,341$                   5.0                      9.2             253$                            100%

Equipment 2012 EXPRESS VAN20807 Jan-12 29,600$            34,871$                 10.0                     9.2             3,487$                         92%

Equipment 2013 RIDE NOW Dec-12 17,321$            20,082$                 10.0                     8.3             2,008$                         83%

Equipment EXPRESS CARGO VAN 105395 Dec-12 27,300$            31,644$                 10.0                     8.3             3,164$                         83%

Equipment 2013 RIGID DVD SNAKE Jun-13 4,500$              5,175$                   5.0                      7.8             661$                            100%

Equipment 2013 ST-510 LINE LOCATOF Jun-13 3,000$              3,445$                   5.0                      7.8             444$                            100%

Equipment 2013 CHEVY VAN 1105395 Jun-13 34,000$            39,042$                 20.0                     7.8             1,952$                         39%

Equipment 2013 CHEVY VAN 1183621 Jun-13 34,000$            39,042$                 20.0                     7.8             1,952$                         39%

Equipment 2013 TAKEUCHI TRACK HOE Jun-13 27,800$            31,922$                 10.0                     7.8             3,192$                         78%

Equipment 2013 DOOSAN TOW BEHIND AIF< Jun-13 25,000$            28,707$                 10.0                     7.8             2,871$                         78%

Equipment 2013 DITCH WITCH TRENCHEF Jun-13 18,000$            20,669$                 10.0                     7.8             2,067$                         78%

Equipment 2013 DITCH WITCH TRAILEF Jun-13 1,500$              1,722$                   5.0                      7.8             222$                            100%

Equipment 2013  4" HAMMERHEAD  BORING  TOOI Jun-13 4,500$              5,167$                   5.0                      7.8             667$                            100%

Equipment 2013 AIR JACK HAMMNER 90# Jun-13 2,800$              3,215$                   5.0                      7.8             415$                            100%

Equipment 2015 Chevy Utility Truck1, Dec-14 36,500$            40,806$                 20.0                     6.3             2,040$                         31%

Equipment 2014 SPARTAN DRAIN MACHINE Dec-14 7,800$              8,720$                   10.0                     6.3             872$                            63%

Equipment 2014 SIGNAGE Dec-14 52,000$            58,131$                 20.0                     6.2             2,907$                         31%

Equipment 2015 Cardinal Way TruckL Mar-15 18,000$            20,050$                 10.0                     6.0             2,005$                         60%

Equipment 2015 SPARTAN JETTER Jun-15 34,855$            38,677$                 20.0                     5.8             1,934$                         29%

Equipment 2015 RIGID RECORDING MNTCE Jun-15 7,500$              8,322$                   10.0                     5.8             832$                            58%

Equipment 2015 BOSCH DEMO HAMMER Jun-15 3,550$              3,934$                   5.0                      5.8             684$                            100%

Equipment 2015 BACKHOE EQUIP Jun-15 11,500$            12,743$                 10.0                     5.8             1,274$                         58%

Equipment 2015 AUTONATION TRUCKL Nov-15 36,200$            39,843$                 20.0                     5.4             1,992$                         27%

Equipment 2016 FORD TRANSIT VAN 6102L Aug-16 37,000$            40,150$                 20.0                     4.6             2,008$                         23%

Equipment SPARTAN TOOLS MISC Nov-16 15,411$            16,653$                 10.0                     4.3             1,665$                         43%

Equipment 2016 RIGID CAMERA Dec-16 37,000$            39,970$                 20.0                     4.3             1,999$                         22%

Equipment 2016 HYDRO JETTER Dec-16 27,500$            29,708$                 10.0                     4.3             2,971$                         43%

Equipment 2017 FORD TRANSIT VAN 4661L Dec-16 40,835$            44,051$                 20.0                     4.2             2,203$                         21%

Equipment 2017 NEW VAN Aug-17 36,281$            38,731$                 20.0                     3.7             1,937$                         18%

Equipment 2017 RAM Sep-17 36,616$            38,988$                 20.0                     3.5             1,949$                         18%

Equipment 2017 CHEVROLET Nov-17 33,442$            35,513$                 20.0                     3.4             1,776$                         17%

Equipment 2018 CHEVROLET Nov-17 59,155$            62,778$                 20.0                     3.3             3,139$                         17%

Equipment 2017 CHEVROLET Dec-17 32,625$            34,574$                 20.0                     3.3             1,729$                         16%

Equipment 2017 CHEV 4 Dec-17 10,892$            11,543$                 10.0                     3.3             1,154$                         33%

Equipment RAM PROMASTER Jan-18 35,300$            37,350$                 20.0                     3.2             1,868$                         16%

Equipment CHEVROLET EXPRESS VM L Mar-18 30,988$            32,711$                 20.0                     3.0             1,636$                         15%

Equipment CHEVY WORK TRUCK 4659 Oct-18 33,782$            35,292$                 20.0                     2.5             1,765$                         12%

Equipment CHEVY WORK TRUCK 3806 Oct-18 33,782$            35,292$                 20.0                     2.5             1,765$                         12%

Equipment CHEVY WORK TRUCK 4405 Dec-18 33,797$            35,209$                 20.0                     2.3             1,760$                         11%

Equipment LEAK DETECTION EQUIPMENT!z\ Dec-18 9,650$              10,045$                 10.0                     2.2             1,004$                         22%

Equipment SEWER CAMERA EQUIPMENT Dec-18 11,844$            12,329$                 10.0                     2.2             1,233$                         22%

Equipment HYDROJETTER 758 Dec-18 38,442$            40,015$                 20.0                     2.2             2,001$                         11%

Equipment Chevy Express 3500 Oct-20 35,779$            36,044$                         20.0                             0.4                  1,802$                                   2%

Equipment Vehicles Oct-20 -$                  -$                              3.0                               0.5                  -$                                       16%

Equipment Vehicles Oct-20 36,993$            37,298$                         20.0                             0.5                  1,865$                                   2%

Equipment Vehicles Dec-20 36,127$            36,286$                         20.0                             0.2                  1,814$                                   1%

Equipment Vehicles Feb-21 125,367$           125,606$                       20.0                             0.1                  6,280$                                   1%

Total 1,868,617$        2,120,444$            6.64                     134,505$                     48%
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Exhibit 12 - Fraud Detection (Benford Analysis)
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Benford's law, also called the first-digit law, is an observation about the frequency distribution of leading digits in many real-life 

sets of numerical data. The law states that in most naturally occurring data sets the number 1 appears as the most significant 

digit (usually first digit) about 30% of the time, while 9 appears as the most significant digit less than 5% of the time. By contrast, 

if the digits were distributed uniformly, they would each occur about 11.1% of the time. Benford's Law can be used to analyse 

financial data and identify red flags. If the data doesn't look like the distribution predicted by Benford's Law, it may mean the 

numbers have been manipulated. 

In looking at all entries in [ ]ôs GL, we see the following pattern (right) of first digit numbers, with the red dotted line reflecting the 

expected Benford distribution. This reflects a pattern consistent with naturally occurring data sets and with entries less likely to be 

indicative of fraud. None of the accounts analysed on a more detailed level showed suspected fraud. Any deviation from Benford 

law was due to a small sample size of recurring payments at the same level.


