PE AND VC: THE CFO'S COMPLETE GUIDE — A 32-PART MASTERCLASS

Part 24 of 32

The Exit Preparation Process: Financial Readiness
for the PE Hold-Period Conclusion

Financial cleanup twelve months before process launch, the management presentation and financial narrative, QoE
preparation from the seller's side, data room assembly, and financial diligence support
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WHAT YOU WILL LEARN AND WHY IT MATTERS

The exit process — the sale of the PE-owned company at the conclusion of the holding period — is the
financial event that determines the PE fund's realized return and the management team's ultimate
economic outcome. Every financial governance decision made during the holding period — the accounting
practices, the earnings quality, the working capital management, the purchase accounting for add-on
acquisitions — determines the quality and efficiency of the exit process. The CFO who has maintained
rigorous financial governance throughout the holding period will find the exit process confirming and
efficient; the CFO who has allowed compromises to accumulate will find the exit process revealing and
potentially value-destructive.

Preparing for the exit process is the CFO's most important governance responsibility in the twelve months
before the anticipated sale. This preparation — the financial cleanup, the management presentation
development, the pre-sale QoE analysis, and the data room assembly — determines whether the exit
process runs on the PE sponsor's preferred timeline or is extended and complicated by financial
management issues that should have been addressed earlier. This part covers the complete exit
preparation agenda: what to do, in what sequence, and with what analytical rigor.

THE TWELVE-MONTH FINANCIAL CLEANUP

The financial cleanup — the systematic resolution of every accounting issue, financial reporting gap, and
governance weakness that could create a problem in the exit due diligence process — should begin
twelve months before the anticipated sale process launch. This timeline gives the CFO sufficient runway
to identify and resolve issues that may take several months to correct, and it ensures that the company's
most recent annual audit (the last full-year audit before the sale process) reflects the clean financial
position that buyers expect to see.

THE ACCOUNTING ISSUES INVENTORY: The first step in the financial cleanup is the accounting issues
inventory — a comprehensive review of every area of the company's accounting where the current
practice may not be fully compliant with GAAP or where a sophisticated buyer's QoE provider may raise
guestions. The review should cover: revenue recognition (are all customer contracts accounted for in
accordance with ASC 606, including all multi-element arrangements, variable consideration, and contract
modifications?), purchase accounting (has the purchase price allocation been finalized for all add-on
acquisitions?), goodwill (has the annual impairment test been completed for all reporting units, and is the
goodwill balance supportable?), equity compensation (is the ASC 718 expense correctly calculated for all
grants, including any granted during accelerated hiring periods when the option pool was under
pressure?), and contingent liabilities (are all material litigation exposures, tax contingencies, and warranty
obligations adequately reserved or disclosed?).

THE ADJUSTED EBITDA BRIDGE CLEANUP: The management adjusted EBITDA bridge — the
document that shows the adjustments from reported GAAP EBITDA to management adjusted EBITDA —
is one of the most scrutinized documents in any PE exit due diligence. The CFO should conduct a pre-sale
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cleanup of the EBITDA bridge that eliminates any adjustments that are unlikely to be accepted by a
buyer's QoE provider, ensures that the remaining adjustments are fully documented with supporting
evidence, and identifies any legitimate adjustments that management has not been making but that could
be made consistently with the credit agreement's EBITDA definition. This cleanup converts the EBITDA
bridge from an internal management document to a buyer-facing analytical deliverable that has been
stress-tested against the most rigorous scrutiny.

THE WORKING CAPITAL NORMALIZATION: As described in Part Eighteen, the working capital
normalization — the determination of the normal, sustainable working capital level that should be used as
the target for the purchase price adjustment mechanism — is one of the most commercially significant
financial analyses in the sale process. The CFO should conduct the working capital normalization analysis
at least six months before the sale process begins, documenting the seasonal patterns, the unusual items,
and the proposed normalization methodology in a format that can be defended in the purchase agreement
negotiation.

THE MANAGEMENT PRESENTATION: FINANCIAL NARRATIVE CONSTRUCTION

The management presentation for a PE exit — presented to potential acquirers during the due diligence
process — is the document through which the company tells its financial story to the market for the first
time in the context of a sale. The financial narrative must achieve three objectives: present the company's
historical financial performance in the most favorable accurate light, articulate the specific value creation
that has occurred during the PE holding period, and make a compelling case for the financial projections
that justify the exit valuation.

THE HISTORICAL FINANCIAL NARRATIVE: The historical financial section of the management
presentation should present the last three years of adjusted EBITDA performance with a clear
decomposition of the growth drivers: the organic EBITDA improvement from operational initiatives, the
acquired EBITDA from add-on transactions, and the synergy realization from the combinations. Each
element of EBITDA growth should be connected to a specific management action — the commercial
excellence initiative that improved the sales conversion rate, the procurement renegotiation that reduced
the cost of goods sold, the add-on acquisition that expanded the geographic footprint — creating a
narrative that attributes the financial improvement to specific, repeatable management capabilities rather
than to market conditions or one-time events.

THE FORWARD-LOOKING FINANCIAL NARRATIVE: The financial projections in the management
presentation must be credible, specific, and connected to the operational plan. The revenue growth
projection must be grounded in the pipeline data, the customer retention history, and the specific
commercial initiatives that will drive new customer acquisition. The EBITDA margin improvement
projection must be connected to specific cost reduction initiatives that are already in execution. And the
projections must be achievable enough to be defensible in the buyer's QoE analysis — projections that
are substantially above the historical growth rate without a compelling explanation will be discounted by
every sophisticated buyer.
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PRE-SALE QOE AND DATA ROOM ASSEMBLY

The pre-sale QoE analysis — described from the sell-side perspective in Part Eighteen — is the CFO's
most important exit preparation deliverable. It is the analytical foundation for every significant financial
negotiation in the sale process, and the quality of the pre-sale QoE determines the speed and efficiency
with which the sale process moves from management presentation to signed purchase agreement.

THE PRE-SALE QoE STRUCTURE: The pre-sale QoE analysis should produce three outputs. First, the
clean management adjusted EBITDA: the EBITDA figure that the company intends to present to buyers,
with every adjustment documented, sourced to a specific accounting record, and pre-tested against the
buyer's expected standards. Second, the normalized working capital analysis: the proposed working
capital target, the supporting historical data, and the adjustment methodology that the company will
defend in the purchase agreement negotiation. Third, the contingent liability summary: a comprehensive
assessment of every material contingent liability, with the company's quantification of the exposure and
the proposed treatment in the purchase agreement (whether addressed through an indemnification
provision, a purchase price adjustment, or an escrow holdback).

DATA ROOM READINESS: The data room for a PE exit should be substantially complete before the
formal sale process is launched. The financial section — described in Part Eighteen — should include
three years of clean audited financial statements, monthly management accounts for the current and prior
year, the management adjusted EBITDA bridge, the financial model, and the complete customer revenue
and retention analysis. The target is to have every document that a buyer will request in the first round of
due diligence already in the data room at the time of process launch, minimizing the delay between the
buyer's initial data room access and their ability to form a preliminary valuation view.

FINANCIAL DILIGENCE SUPPORT DURING THE SALE PROCESS

Once the sale process is launched and buyer due diligence begins, the CFO's role shifts from preparation
to execution — managing the information flow to buyers while running the business and maintaining the
financial governance quality that will be scrutinized more intensively than at any point since the PE
acquisition.

THE MANAGEMENT Q&A; PREPARATION: The management Q&A; sessions — the meetings at which
the CFO presents the company's financial performance and projections to potential buyers' investment
teams and their financial advisors — are the most analytically demanding events in the sale process. The
CFO must be prepared to answer questions about every line item in the financial statements, every
adjustment in the EBITDA bridge, and every assumption in the financial projections. The Q&A, preparation
process should include a formal rehearsal session in which the PE sponsor's deal team plays the role of
aggressive buyers, asking the hardest possible questions about the financial data and the management
projections.
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THE FINANCIAL ADVISOR PARTNERSHIP: Most PE exit processes are run by investment bankers who
advise the PE sponsor on the sale process. The CFO's relationship with the financial advisor is a critical
determinant of the quality of the exit process — the financial advisor depends on the CFO for the financial
data, the QOE analysis, and the management projections that underlie the marketing materials and the
management presentation, and the quality of those materials determines the quality of the buyers'
financial analysis and their willingness to pay the valuation the PE sponsor is seeking. The CFO who is a
full partner to the financial advisor — who provides clean, accurate, analytically rigorous financial
materials on the timeline the process requires — is enabling the best possible exit outcome.

ACTIONS TO TAKE BEFORE PART TWENTY-FIVE

Begin the twelve-month financial cleanup immediately: conduct the accounting issues inventory described
in this part, identify the most significant issues, and develop a remediation plan with specific ownership
and timeline for each. The most important cleanup items — the revenue recognition assessment, the
purchase accounting finalization, and the EBITDA bridge cleanup — should be assigned to the most
senior members of the finance team and should be completed well before the anticipated sale process
launch.

Build the pre-sale QoE analysis using the framework described in this part. The CFO should complete this
analysis internally before engaging an outside financial advisor to conduct a formal sell-side QoE —
having the internal analysis complete first allows the CFO to brief the outside advisor on the expected
adjustments, the sensitive areas, and the management's proposed positions, making the sell-side QoE
process faster and the resulting adjusted EBITDA analysis more defensible to the buyers' QoE providers.
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CLOSING PERSPECTIVE

The exit process is the financial culmination of the PE holding period — the event that transforms the
operational work of the value creation agenda into the financial return that justifies the PE fund's
investment. The CFO who has prepared for this event with the discipline and the lead time it requires —
who has maintained rigorous financial governance throughout the holding period, conducted the
twelve-month financial cleanup with thoroughness, and assembled the exit materials with the analytical
quality that sophisticated buyers require — will find that the exit process confirms and rewards the
financial governance standards maintained throughout. The CFO who reaches the exit process with
accumulated financial governance compromises will find that the exit process surfaces them — typically at
the worst possible moment and at the maximum possible cost.
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COMING NEXT IN THE SERIES

Part 25 — The IPO Process: Financial Readiness, S-1 Preparation, and the CFO's Role

Part Twenty-Five covers the IPO exit path in depth — the financial readiness assessment, the S-1 financial statement
requirements, the MD&A; narrative and financial KPI disclosures, the roadshow financial presentation, the lock-up period
financial governance, and the transition to the public company reporting cadence.



