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Solve today. Succeed tomorrow.TM
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Higher revenue does not always translate into a more 
valuable business. The better question is whether growth 
increased enterprise value. 
 
Sustainable earnings are only the first step. The next is 
understanding what those earnings are worth in the market. 
 
Buyers, investors, and lenders do not value all growth 
equally. They look beyond headline revenue and reported 
EBITDA to determine whether earnings are recurring, 
sustainable, and transferable. A company with diversified 
customers, consistent margins, strong cash conversion and 
a capable management team may command a higher 
valuation than a faster-growing business with customer 
concentration, volatile margins or heavy dependence on its 
owner. 
 
That is where quality of earnings and valuation work 
together. Quality of earnings asks whether reported results 
are real and repeatable. Valuation asks what they are worth 
in the market. 
 
A quality of earnings analysis examines the financial 
foundation of the business, flagging items such as 
nonrecurring expenses, owner-related costs, and unusual 
gains or losses. For a seller, a sell-side report can surface 
these issues before a buyer does. 
A valuation addresses the next question: What might the 
market pay for those normalized earnings? 
 
Valuation professionals may consider market multiples, 

comparable transactions, and discounted cash flow, but even 
the most sophisticated valuation is only as reliable as the 
financial information behind it. An industry multiple applied to 
unexamined EBITDA can weaken a seller’s negotiating 
position. 
 
A valuation can help an owner understand a reasonable 
range of enterprise value, identify the factors driving it, and 
decide whether to pursue a transaction now or first 
strengthen specific value drivers. 
 
Skipping either step is risky: confidence in the numbers does 
not guarantee they will hold up under a buyer's scrutiny. The 
best time to answer both questions is before a buyer begins 
diligence. Early preparation gives owners time to improve 
reporting and address weaknesses. For many owners, this 
process also creates a practical roadmap for improving 
enterprise value well before that transaction or transition is 
on the calendar.  
 
To learn if a quality of earnings analysis and valuation could 
benefit your business at this stage of growth, contact RJI 
CPAs today to schedule a complimentary readiness 
conversation. 

Your Revenue Grew. Did Your Enterprise Value Keep Pace?

About RJI CPAs  
Founded in 1980, RJI CPAs offers comprehensive accounting and consulting services and has earned recognition on 
Forbes' lists of America’s Best Tax and Accounting Firms and America’s Top 200 CPAs. As a PCAOB-registered firm and 
member of DFK International, RJI upholds the highest professional standards. Learn more at www.rjicpas.com.

Why fast-growing private companies should evaluate the quality and value of their growth

Max Lewandowski, CPA 
CFO and Audit Partner 
(949) 852-1600, ext. 441 
mlewandowski@rjicpas.com   

Chris Lee, CPA 
Audit Director 
(949) 852-1600, ext. 434 
clee@rjicpas.com   

Gordon S. MacLean, CPA 
Partner in Charge, Audit 
(949) 852-1600, ext. 431 
gmaclean@rjicpas.com   

Ravi Mirpuri, CPA 
Audit Director 
(949) 852-1600, ext. 610 
rmirpuri@rjicpas.com 
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