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Pre-Exit Financial Readiness Checklist

Preparing for a business or investment exit requires thorough financial planning to ensure a
smooth transition and maximize the value of your exit. Use this Pre-Exit Financial Readiness
Checklist to ensure all critical aspects are addressed before proceeding.

#1. Personal Financial Goals

e Define your post-exit financial objectives (e.g., retirement, new ventures, lifestyle

changes).
Determine the minimum amount you need from the exit to achieve your personal goals.

Assess your risk tolerance and future investment plans.

#2. Business Valuation

e Conduct a professional valuation to determine the current market value of your business.
e Identify key value drivers (e.g., revenue streams, intellectual property, client base).
e Address any factors that could negatively impact valuation.

#3. Financial Statements

e Ensure all financial statements are accurate, up-to-date, and compliant with regulatory

standards.
e Prepare profit and loss statements, balance sheets, and cash flow reports for the last

3-5 years.
e Reconcile discrepancies in financial records.

#4. Tax Planning

e Consult with a tax advisor to evaluate potential tax implications of the exit.
e Explore options to reduce capital gains taxes (e.g., structuring deals, deferrals).
e Ensure compliance with tax regulations for the jurisdiction of the transaction.
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#5. Legal Readiness

e Review contracts, licenses, and agreements to ensure they are transferable.
e Address unresolved legal disputes or liabilities.
e Verify ownership and title of business assets.

#6. Financial Obligations

e Clear outstanding debts and liabilities or develop a plan to manage them during the exit.
e Verify payments and obligations to vendors, suppliers, and employees are current.
e Ensure compliance with loan covenants or obligations to financial institutions.

#7. Operational Efficiency

e Ensure streamlined and efficient operational processes to make the business more
attractive to buyers.
Document standard operating procedures (SOPs) and key workflows.
Address inefficiencies that could affect business value.

#8. Succession Planning

e |dentify key personnel to maintain operational continuity during and after the exit.
e Plan for knowledge transfer to successors or new owners.
e Ensure management team stability to reassure potential buyers.

#9. Deal Structuring

e Decide on the preferred exit method (e.g., sale, merger, IPO, management buyout).
e Consult financial advisors to evaluate potential deal structures.
e Prepare a term sheet outlining expectations and conditions.

#10. Stakeholder Communication

e Notify investors, board members, and other stakeholders about exit plans.



:ﬂsinessyield

e Ensure transparency in financial performance and expected outcomes.
e Develop a communication plan for employees, customers, and suppliers.

#11. Due Diligence Preparation

Organize key documents (e.g., tax returns, financial reports, operational manuals).
Prepare for buyer inquiries about finances, operations, and growth potential.
Address areas that may raise red flags during the due diligence process.

#12. Contingency Planning

Develop contingency plans for unexpected delays or deal fallouts.
Ensure adequate liquidity for personal and business needs in the interim.
Reassess exit readiness if circumstances change.

This checklist helps ensure you’re financially prepared for a successful exit. By proactively
addressing these areas, you can mitigate risks, maximize returns, and transition confidently into
your next chapter.



