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Imagine thinking your books were “clean” — only to have a buyer discover $2 million of
overstated revenue. They’re still willing to proceed, but with a $5 million purchase price
reduction.

A sell-side Quality of Earnings could’ve flipped the outcome in that scenario.

In middle-market M&A, few steps are as misunderstood—and undervalued—as the
Quality of Earnings (QoE) analysis. Too often, business owners hear “financial diligence”
and assume it's just another version of an audit.

In reality, a robust, third-party QoE can be the difference between a deal that closes
quickly at a premium valuation—and one that stalls, retrades, or falls apart entirely. A QoE
isn’t about defending yourself. It’s about taking the steering wheel.
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At Greenwich Capital Group, we’ve seen firsthand how a well-executed QoE doesn’t just
support a transaction—it strengthens it. Particularly for companies with cash basis or
modified cash basis financials or those that have only ever prepared compiled or
reviewed statements, the value of a third-party QoE is amplified.

Even companies with audited financials can fall short if the audits are performed by local
firms lacking transactional credibility. 

Below, we outline the strategic advantages a seller unlocks by investing in a high-quality
QoE early in the process:

1. Validates the Financials & Establishes Credibility
Buyers are inherently skeptical. A credible third-party QoE gives them confidence that
your numbers are accurate, your accounting is clean, and your story is real. When audited
or reviewed financials aren’t available—or lack the rigor of a national firm—a QoE is the
credibility stamp that lets serious buyers step forward with conviction.

A QoE report goes beyond traditional financials. It’s a third-party analysis that validates a
company’s true earnings power by adjusting for one-time items, owner-related expenses,
accounting inconsistencies, and other non-recurring factors.

In short: it helps buyers understand what they’re buying—and helps sellers defend what
they’re selling.
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2. Defends and Supports EBITDA
It’s one thing to say your business generates $10 million of EBITDA. It’s another to prove
it. A thorough QoE substantiates the normalization adjustments we make—owner
compensation, one-time expenses, COVID-related disruptions, or unit ramp-up losses—
so buyers don’t question them. The stronger the support, the harder it becomes for a
buyer to chip away at value during diligence.

3. Reduces Deal Retrade Risk 
Surprises kill deals—or cost sellers millions. A QoE allows us to identify red flags before
buyers do. Whether it's misclassified expenses, capitalized costs (costs that look like
assets but bite like expenses), or underreported liabilities, uncovering these issues early
gives us time to fix them, control the messaging, and minimize the chance of a retrade or
valuation haircut late in the game.

4. Accelerates Time to Close
Private equity firms and lenders routinely lean on QoE reports to fast-track their
diligence. Without one, they’re forced to build bottom-up models from your raw data—an
expensive and time-consuming process. With a QoE, they can plug into a vetted data set
and move more quickly to a close. Accounting firms aren’t in the business of doing
unnecessary work—they’d much rather validate someone else’s.

5. Creates a Clear Bridge to Adjusted EBITDA
Sellers often struggle to clearly reconcile their financials to the deal’s adjusted EBITDA. A
good QoE lays that out clearly, showing the math and methodology behind every
adjustment—from seasonality, to growth investments, to owner-related costs. At GCG, we
further reconcile our EBITDA view to the QoE foundation, ensuring a consistent and
defendable narrative.

6. Expands the Buyer Universe
Many institutional investors and private equity groups won’t bid—or will discount heavily
—without a credible QoE in hand. Having one broadens the pool of interested, qualified
buyers - increasing competition and often driving valuation.

7. Anchors Working Capital Expectations
Working capital negotiations can swing seller proceeds by millions. A QoE gives us an
objective, defensible baseline for “normal” working capital, minimizing disputes at close
and improving our position at the negotiating table.
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8. Supports Lender Underwriting
If a buyer is using debt, their lender will ask for a QoE. A well-prepared report not only
supports the buyer—it helps the seller by improving deal terms, reducing risk of financing
delays, and keeping the timeline intact.

9. Enhances Forecast Credibility
The forecast is only as good as the foundation it’s built on. If historicals are vetted
through a QoE, buyers have more faith in your projections. With a reliable baseline, our
future-state assumptions hold more weight—and face less scrutiny.

10. Surfaces Operational Opportunities
A QoE doesn’t just support a sale—it can make the business better. We've seen reports
uncover underreported revenue, missed cost allocations, and cash-to-accrual
opportunities that materially impact value. If a buyer finds these first, the seller loses out.
But if we find them, the seller reaps the reward.

11. Protects the Value of the Process
Even small diligence issues can lead to disproportionate valuation hits. A QoE mitigates
this risk. It allows us to control the narrative, tell the story we want to tell, and keep
buyers reacting to our version of the numbers—not building their own.

12. Provides Negotiation Leverage
With a vetted, third-party EBITDA bridge (showing your real earnings story) and clean
financials, the seller is in a far stronger position to push back on buyer adjustments,
earnout structures, or purchase price reductions during exclusivity.

13. Identifies and Showcases Growth Levers
A QoE isn’t just backward-looking. A good provider can help identify where your revenue
is sticky, where margin expansion is likely, and where your cost structure supports growth
—all of which helps tell a compelling forward-looking story.

14. Aligns Stakeholders and Reduces Disputes
With vetted financials, both buyer and seller enter the transaction with shared
assumptions—limiting the risk of post-close disputes over earnouts, adjustments, or
indemnification claims.



15. Engages a Respected Voice in the Room
Finally, a reputable QoE firm brings more than analysis—they bring clout. These firms can
participate in diligence calls, defend adjustments (take ammo away from buyer pushback),
and justify methodologies—relieving pressure on management and GCG to be the sole
defenders of the deal thesis.

What Changes When a QoE Is In Place

WITHOUT QoE WITH QoE

🚫 Internal financials lack credibility ✅ Third-party validation builds trust

📉 Risk of retrades or valuation drops 📊 Defensible EBITDA smooths deals

🕒 Slower diligence and close ⚡ Accelerated timeline 

🔍 Limited buyer pool 🌐 Broader universe of qualified buyers

🛡️ Seller plays defense 🎯 Seller controls the narrative
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Final Thoughts
In today’s M&A environment, credibility and preparedness win deals. A seller-backed QoE
isn’t just a checkbox—it’s a strategic asset. It supports valuation, builds buyer confidence,
and puts the seller in control.

If your business is considering a sale, particularly with internal or locally prepared
financials—the investment in a third-party QoE isn’t just advisable. It’s essential.

At Greenwich Capital Group, we know what strong QoE looks like—and how to make the
process smoother for our clients. We’ve worked alongside top-tier providers, guided
clients through complex diligence, and helped sellers avoid costly missteps by getting out
in front of the numbers. 
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ABOUT US
Greenwich Capital Group LLC (“GCG“) is a leading investment bank that advises clients
including closely-held and family-owned businesses, private equity firms, and public
companies. GCG’s senior bankers have collectively advised on hundreds of transactions
over many years of experience in mergers and acquisitions, with most having
backgrounds with large U.S. and global firms. GCG is focused on advising clients in key
industry verticals throughout the U.S.

GCG was founded by entrepreneurially minded investment banking professionals
focused on building an organization centered around advising clients. We strive to build
relationships by representing our clients’ long-term interests and earning their trust. In
contrast to the practice of pushing transaction responsibilities to junior resources, our
philosophy is to deliver personalized, senior-level attention and experience to every GCG
engagement. We are proud to offer references that will speak to a differentiated level of
service and results.

Andrew Dickow
Manag ing  D i rector

189 Townsend St reet ,  Su i te  200
Bi rmingham,  MI  48009
Phone:  (248)  480-2036

ad ickow@greenwichgp .com

For more information, please reach out to GCG’s Food, Beverage and
Consumer Leader, Andrew Dickow: 

Curious if a QoE would move the needle for your business? We’re happy to walk through
how it’s applied in your specific industry or capital structure—no commitment, just
perspective.


