@) FINANCIAL TRANSPARENCY
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DESCRIPTION

B Refers to the clarity and openness
of financial records and practices,
including financial statements,

accounting policies, and tax filings.

m Strong transparency means clear,
accurate reporting, and easy access
to the data used to create financial
statements.

B Weak transparency can result in

hidden risks, mismanagement, or
misunderstandings that can hurt

valuation.

WHY PRIVATE EQUITY CARES

B PE firms prefer businesses with strong

financial transparency because it

reduces risk during due diligence and

post-acquisition.

IMPACTS ON SELLER

B Transparency increases buyer

confidence and ensures that all

stakeholders have a clear understanding

of the company’s financial situation.

® High Transparency:
Higher valuation, as
buyers feel confident
that they have a true
picture of the company’s
financial status.

B Low Transparency:

Discounted valuation
due to concerns over
hidden financial risks,
unclear reporting,

or inconsistencies in

financial practices.

EXAMPLE

® Transparency

Improvements: Buyers
may adjust the initial
valuation if transparency
improves but may still
expect discounts until
full clarity is established.

Factors Weak Medium Strong
Financial Poor or inconsistent Not fully standardized or Clear, well organized
Records historical data updated and consistent
Valuation 15-30% discount -10-15% discount +0-10% premium
Impact
Buyer’s BISk High Moderate Low
Perception
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