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I think that, every time you see the word EBITDA, you should substitute
the words "bullshit earnings”

Charlie Munger
Berkshire Hathaway



What is Adjusted EBITDA?
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Adjusted EBITDA is a favored metric among new-age companies, aligning
with their growth-driven narratives by emphasising operational strengths and
enabling investor comparisons. 

As a non-GAAP measure, it adjusts EBITDA by adding back non-recurring
expenses like employee stock ownership plans (ESOPs) and marketing costs.

However, its flexibility invites manipulation, potentially masking a company’s
true financial health. Investors should approach it with caution, ensuring a deeper
look beyond the headline numbers.



ESOP Deductions Boost Cash Flow Generation, But at
What Cost to Shareholder Equity?
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Classic Example of ESOPs Grant
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Key Managerial Personnel (KMPs) may not receive high salaries, but they compensate through
substantial ESOPs. In the case of PB Fintech, ESOPs were granted at a weighted average exercise

price of INR 2/-



Primary PurposePrimary Purpose

Tax BenefitsTax Benefits

Targeted for retention of
key talent

Retirement benefit,
employee interests 

Limited tax benefits; taxed
at exercise (perquisite) and
sale (capital gains)

Significant tax advantages for
companies (e.g., deductions,

deferrals) and employees (tax-
deferred until distribution)

Target AudienceTarget Audience
Primarily key management
personnel, professional
founders

Broad employee base, including
rank-and-file workers in some

cases

USA                                                                  INDIA

Differences in ESOPs in the USA and India
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