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

Part 25 of 32

The IPO Process: Financial Readiness, S-1
Preparation, and the CFQO's Role

The IPO financial readiness assessment, the S-1 registration statement in depth, the roadshow financial narrative,
lock-up period governance, and the transition to public company reporting
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WHAT YOU WILL LEARN AND WHY IT MATTERS

An initial public offering is the most complex, most expensive, and most organizationally demanding
financial transaction in the life of a private-company CFO. The regulatory requirements, the financial
reporting standards, the internal control obligations, the investor communication disciplines, and the
personal legal exposure associated with an IPO are all substantially more demanding than anything in the
private capital experience. The CFO who is not prepared — who arrives at the IPO process without the
financial systems, the accounting practices, the internal controls, and the financial narrative required for a
successful public offering — will find that the IPO preparation consumes twelve to eighteen months, costs
ten to twenty million dollars in professional fees, and disrupts the management team's ability to run the
business at a critical stage of growth.

The CFO who has prepared — who has upgraded the financial systems, built the GAAP-compliant
accounting infrastructure, conducted the pre-IPO audit, and developed the financial narrative in advance
— will find that the IPO process, while always demanding, is manageable and confirms rather than
disrupts the company's trajectory. This part covers the complete IPO process from the CFO's perspective:
the financial readiness assessment, the S-1 preparation, the roadshow, and the transition to the ongoing
obligations of a public company.

IPO FINANCIAL READINESS ASSESSMENT

The IPO financial readiness assessment — the systematic evaluation of the company's financial
governance against the standards required for a successful public offering — should be conducted at least
eighteen months before the anticipated IPO date. This assessment identifies the gaps between the current
financial governance standard and the public company standard, and provides the basis for the financial
preparation plan that closes those gaps on a timeline consistent with the IPO schedule.

THE FIVE READINESS DIMENSIONS: The financial readiness assessment covers five primary
dimensions. Financial reporting quality: are the historical financial statements GAAP-compliant,
consistently prepared, and supported by audit documentation from a PCAOB-registered accounting firm?
The answer is often no for the first two or three years of financial history, which means the IPO preparation
requires the retroactive audit of prior periods by the new PCAOB firm — a significant time and cost
investment.

Internal controls effectiveness: does the company have the internal control environment required for the
Section 404 assessment that public companies must conduct in their second year of public reporting? The
COSO framework assessment described in Part Sixteen must be completed and any material
weaknesses remediated before the first 10-K is filed.

Financial systems capability: can the company's ERP and financial reporting systems produce the
financial data required for the quarterly and annual reporting timelines of a public company — Form 10-Q
filed within forty to forty-five days of quarter-end, Form 10-K filed within sixty to ninety days of fiscal
year-end? Many growth-stage companies find that their financial systems cannot support this reporting
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cadence without significant upgrade investment.

Accounting policy documentation: are all significant accounting policies formally documented, consistently
applied, and supportable under GAAP? Revenue recognition policies, stock-based compensation
methodologies, purchase accounting practices, and lease accounting treatments must all be formally
documented and reviewed by the external auditors.

Management financial capabilities: does the management team — particularly the CFO — have the
experience and the communication skills required for the investor relations obligations of a public
company? The quarterly earnings call, the investor day presentations, and the one-on-one investor
meetings are high-stakes public communication events that require preparation, analytical rigor, and the
specific rhetorical disciplines of public company financial communication.

THE S-1 REGISTRATION STATEMENT

The S-1 registration statement — the document through which the company registers its securities with
the SEC and first discloses its financial performance, business model, and risk factors to the public — is
the most important financial document the CFO will ever produce. It is simultaneously a legal document
(subject to the strict liability provisions of the Securities Act of 1933, which make the company and its
underwriters legally responsible for any material misstatement or omission in the prospectus), a financial
disclosure document (required to contain GAAP-compliant financial statements and a comprehensive
management discussion and analysis), and a marketing document (designed to present the company's
investment thesis in the most compelling accurate way possible).

THE MD&A; SECTION: The management's discussion and analysis is the section of the S-1 that most
potential investors read most carefully, and it is the section where the CFO's analytical and communication
capability most directly determines the quality of the document. The MD&A; must cover: the company's
results of operations for the two most recently completed fiscal years and the most recent interim period,
with year-over-year comparison and explanation of material changes; the company's liquidity and capital
resources, including the anticipated uses of the IPO proceeds; the company's critical accounting
estimates, identifying the judgments that most significantly affect the financial statements; and the
company's key performance indicators, with the definitions, calculation methodologies, and reconciliation
to GAAP metrics.

THE KEY METRICS DISCLOSURE: The key metrics section of the S-1 — where the company discloses
the non-GAAP financial measures and operational KPIs that it uses to manage the business — is one of
the most scrutinized elements of the SEC review process. The SEC has become increasingly assertive
about the disclosure and presentation of non-GAAP metrics, requiring companies to present GAAP
metrics with equal or greater prominence than non-GAAP metrics, to provide clear reconciliation tables,
and to use non-GAAP metrics only when they genuinely provide material information beyond what the
GAAP financials convey. The CFO must work with SEC counsel to ensure that every non-GAAP metric
meets the SEC's requirements and that the presentation follows the Non-GAAP Financial Measures
Compliance and Disclosure Interpretations.
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THE SEC REVIEW PROCESS: After the initial S-1 filing, the SEC staff typically issues a comment letter
within thirty days identifying questions and required disclosure enhancements. The CFO must prepare the
company's response to each SEC comment, often working closely with the company's legal counsel and
the underwriting banks' counsel to craft responses that satisfy the SEC's requirements without
compromising the company's preferred disclosure approach. The SEC review process typically involves
two to three rounds of comments and responses before the registration statement is declared effective.

THE ROADSHOW: FINANCIAL PRESENTATION DISCIPLINE

The IPO roadshow — the two-week intensive investor marketing period in which the management team
presents the investment thesis to institutional investors across the major financial centers — is the CFO's
most demanding public communication event. In the span of two weeks, the management team will make
thirty to fifty presentations to the most sophisticated financial investors in the world, each presentation
followed by an intensive question and answer session in which the CFO will be tested on every aspect of
the company's financial performance, financial projections, and business model economics.

THE CFO'S ROADSHOW RESPONSIBILITIES: The CFO is responsible for the financial sections of the
roadshow presentation — typically forty to fifty percent of the total presentation — and for answering the
detailed financial questions that arise in the Q&A,; sessions. The financial sections must cover: the
historical financial performance with clear attribution of growth drivers, the unit economics analysis
demonstrating the scalability and capital efficiency of the business model, the path to profitability showing
the specific operational levers that will drive the company from its current margin position to the target
long-run margin structure, and the use of proceeds analysis explaining exactly how the IPO capital will be
deployed.

THE EARNINGS GUIDANCE QUESTION: One of the most consequential financial communication
decisions in the IPO roadshow is whether to provide earnings guidance — a specific forecast of the
company's expected financial performance for the current fiscal year and potentially the following year.
Earnings guidance is a double-edged instrument: it provides investors with the specific financial
commitments that they need to make an informed valuation assessment, but it also creates the legal and
reputational exposure of missing a public financial commitment. The CFO must work with the board and
legal counsel to develop a guidance philosophy — the specific metrics, the format, and the frequency of
guidance — before the IPO, because the guidance approach established at the IPO sets the investor
relations template for the company's entire public life.



Part 25 of 32 | The IPO Process: Financial Readiness, S-1 Preparation, and the CF...

LOCK-UP PERIOD GOVERNANCE AND THE TRANSITION TO PUBLIC REPORTING

The lock-up period — typically one hundred and eighty days following the IPO date during which the
company's insiders and pre-IPO shareholders are prohibited from selling shares — is a critical financial
governance period. The financial performance reported in the first two quarterly earnings releases after
the IPO occurs during the lock-up period and directly determines the investor sentiment that greets the
lock-up expiration. A company that reports strong first and second quarter results will see the lock-up
expiration managed smoothly; a company that misses its financial commitments in the first post-IPO
quarter will face a stock price decline that makes the lock-up expiration financially painful for all pre-IPO
shareholders.

THE EARNINGS RELEASE PROCESS: The quarterly earnings release process — the preparation of the
financial results announcement, the earnings press release, the earnings call script, and the financial
supplemental — is the primary ongoing financial communication obligation of the public company CFO.
This process must be designed and tested before the first quarterly earnings release, not improvised in the
forty days between the IPO and the first 10-Q filing deadline. The CFO must build the earnings release
process infrastructure: the financial close timeline that produces final numbers at least seven to ten days
before the planned release date, the earnings press release template, the earnings call script structure,
and the financial supplemental format that the company's investor relations function will maintain.

THE CONTINUOUS DISCLOSURE OBLIGATIONS: Beyond the quarterly earnings releases, the public
company CFO has ongoing continuous disclosure obligations under Regulation FD and the SEC's rules
on material non-public information. Any material development — a significant customer win or loss, a
material change in financial performance, a significant management change, or any other event that a
reasonable investor would consider important to their investment decision — must be publicly disclosed
promptly through a Form 8-K filing. The CFO must establish the internal escalation process that ensures
material developments are identified, assessed for disclosure materiality, and disclosed on the required
timeline.

ACTIONS TO TAKE BEFORE PART TWENTY-SIX

Conduct the IPO financial readiness assessment across the five dimensions described in this part. For
each dimension, assess the current state against the public company standard and estimate the time and
cost required to close the gap. Present the readiness assessment to the board as the analytical foundation
for the IPO timing decision — the board cannot make an informed decision about the IPO timeline without
understanding the specific gaps and the preparation required to close them.

Begin the auditor upgrade process immediately if the company is not already using a PCAOB-registered
accounting firm. The transition to a new auditor requires at least twelve to eighteen months — the new
auditor must conduct the first full-year audit before the S-1 can be filed, and that audit typically covers
three years of financial history, requiring the new auditor to perform additional procedures on prior-year
financial statements that were audited by the predecessor firm.
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CLOSING PERSPECTIVE

The IPO is the most consequential financial governance event in a private-company CFO's career, and
the CFO who has prepared for it with the lead time, the financial system investment, and the analytical
discipline it requires will navigate the process with the professional authority that this moment demands.
The public market is the most demanding financial governance environment in existence — the scrutiny is
constant, the consequences of financial governance failures are public, and the legal exposure is
personal. The CFO who enters this environment fully prepared will find it demanding but manageable; the
CFO who enters unprepared will find it overwhelming.
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COMING NEXT IN THE SERIES

Part 26 — The M&A; Exit: Sell-Side Process, Data Room, and Negotiating the Purchase Agreement

Part Twenty-Six covers the sell-side M&A; exit process in depth — the investment banking selection and mandate, the
process structure (broad versus targeted), the management presentation and financial narrative, the QoE preparation, the
purchase agreement financial terms negotiation, and the CFO's financial governance through signing and closing.



