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

Part 1 of 32

The Private Capital Landscape: PE, VC, Growth
Equity, and What the CFO Must Know

How private capital markets are structured, what distinguishes PE from VC from growth equity, the investment thesis
behind each, and why the CFO's relationship with private capital defines the company's financial trajectory
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WHAT YOU WILL LEARN AND WHY IT MATTERS

Private capital — the universe of investment activity conducted outside the public markets — is the
dominant financial context for most of the companies that a CFO will lead during the most consequential
years of their career. From the seed-funded startup whose first institutional CFO is hired before the Series
A, through the growth-equity-backed scale-up whose CFO is managing a complex multi-round capital
structure, to the leveraged buyout target whose CFO must navigate the intensive financial governance
demands of a PE-owned portfolio company — the CFO's relationship with private capital investors shapes
every significant financial decision the company makes.

Yet the private capital landscape is poorly understood by most CFOs who enter it for the first time. The
vocabulary is specialized, the economic structures are complex, the investor incentives are specific in
ways that are not always obvious from the surface of the relationship, and the expectations placed on the
CFO differ significantly across the venture, growth equity, and private equity segments of the market. A
CFO who does not understand the economic architecture of the fund that owns the company, the
investment thesis that motivated the investment, and the specific financial governance expectations that
come with each type of private capital investor will find themselves consistently surprised by expectations
they should have anticipated.

This series covers the complete private capital curriculum from the CFO's perspective: the economic
structures of VC and PE funds, the financial reporting and governance expectations at each stage of the
capital structure, the fundraising process and the CFO's role in it, the M&A; and exit mechanics that
determine the ultimate financial outcome, and the specific financial management disciplines that private
capital investors require. Each part is written for the senior finance leader who must work within these
structures, not as a passive participant but as an active and analytically prepared partner to the investors
who own the company.

THE PRIVATE CAPITAL SEGMENTS: DEFINITIONS AND DISTINCTIONS

The private capital market encompasses several distinct investment strategies that are often loosely
grouped together but differ significantly in their economic structure, their investment thesis, the stage of
company they target, and the financial governance they impose. The CFO must understand these
distinctions clearly, because the type of private capital investor that owns the company determines
virtually everything about the financial management environment.

VENTURE CAPITAL: Venture capital funds invest in early-stage companies — typically pre-revenue
through early growth — with the explicit expectation that most investments will fail and that the fund's
returns will be driven by a small number of extraordinary successes. The economic architecture of venture
capital is designed around this power law expectation: the fund is sized and structured to make many bets
at relatively small check sizes, with the expectation that one or two of those bets will generate returns of
ten times or more that compensate for the losses on the rest of the portfolio.
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The CFO of a venture-backed company operates in a financial environment defined by several
characteristics that are specific to the venture context: the company is typically pre-profitability and often
pre-revenue, so the financial management discipline centers on cash runway management and unit
economics development rather than EBITDA optimization; the investor has a portfolio of many companies
competing for attention, so the CFO must communicate financial performance clearly and concisely in the
format and cadence that the investor requires; and the company's primary financial goal is to reach the
milestones — product development, customer acquisition, revenue growth — that justify the next financing
round at a higher valuation.

GROWTH EQUITY: Growth equity funds invest in companies that have already demonstrated
product-market fit and are generating meaningful revenue — typically between five million and fifty million
dollars in annual revenue — and need capital to scale. Unlike venture capital, growth equity investors
typically expect the company to be on a credible path to profitability within the investment period. Unlike
private equity, growth equity investors typically take minority positions rather than control positions, and
they typically do not use leverage to fund their investment.

The CFO of a growth-equity-backed company operates in a financial environment that is more demanding
than the venture context in terms of financial reporting and performance management — the investor
expects GAAP-compliant financials, formal board governance, and KPI-driven performance reviews — but
less intensive in terms of financial engineering than the leveraged buyout context.

PRIVATE EQUITY — LEVERAGED BUYOUTS: Private equity funds in the leveraged buyout segment
acquire majority or complete control of established businesses, typically using a combination of equity
from the PE fund and debt borrowed against the cash flows and assets of the acquired business. The
leverage in the capital structure — typically four to seven times EBITDA at acquisition — is both the
source of the PE fund's return enhancement and the primary financial risk management challenge for the
CFO.

The CFO of a PE-backed company operates in the most financially demanding private capital
environment: the leveraged capital structure creates fixed debt service obligations that the company must
meet regardless of operating performance; the PE fund's investment horizon of three to seven years
creates pressure for rapid value creation; and the financial governance expectations — monthly financial
reporting, annual budget approval, intensive board engagement — are more demanding than in most
other private capital contexts.

FAMILY OFFICES AND SOVEREIGN WEALTH FUNDS: Beyond the three primary segments, family
offices and sovereign wealth funds increasingly participate directly in private capital investing, both as
limited partners in VC and PE funds and as direct investors in companies. These investors typically have
longer investment horizons and less pressure for near-term liquidity than traditional VC and PE funds,
which affects the financial governance environment in specific ways that the CFO must understand when
the company's capital structure includes these investors.
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THE INVESTMENT THESIS AND WHAT IT MEANS FOR THE CFO

Every private capital investment is made on the basis of a specific investment thesis — a view of why this
company, in this market, at this stage of development, represents an attractive risk-adjusted return
opportunity for the fund. Understanding the investment thesis of each investor in the company's capital
structure is one of the most important analytical capabilities a CFO can develop, because it reveals what
the investor is most focused on, what financial metrics they will track most carefully, and what financial
outcomes they are working to produce.

THE VENTURE THESIS: The venture investment thesis is typically centered on the market opportunity —
the total addressable market size, the product's competitive differentiation, and the management team's
ability to execute against the market opportunity faster than competitors. The financial metrics that matter
most to a venture investor are the ones that demonstrate progress toward capturing the market
opportunity: customer acquisition rate, revenue growth rate, net revenue retention, and the unit economics
(contribution margin, customer lifetime value, customer acquisition cost) that demonstrate the business
model's scalability. The CFO who understands the venture thesis will frame every financial communication
in terms of how the financial metrics demonstrate progress toward capturing the market opportunity, not in
terms of near-term profitability or cash conservation.

THE GROWTH EQUITY THESIS: The growth equity investment thesis is centered on the revenue
acceleration opportunity — the belief that a specific capital injection, deployed against a specific set of
growth initiatives, will accelerate the company's revenue growth to a rate that justifies an exit multiple that
is significantly higher than the entry multiple paid. The financial metrics that matter most to a growth equity
investor are the ones that demonstrate the growth acceleration: revenue growth rate (year-over-year,
accelerating or decelerating), gross margin expansion (demonstrating that the growth is increasingly
efficient), and the unit economics improvement that shows the business model maturing as it scales. The
CFO who understands the growth equity thesis will frame every financial communication in terms of how
the financial metrics demonstrate progress toward the valuation-driving milestones that justify an eventual
exit.

THE LEVERAGED BUYOUT THESIS: The private equity leveraged buyout thesis is centered on value
creation through a combination of operational improvement (growing EBITDA through revenue growth,
cost reduction, and operational efficiency), financial engineering (using leverage to amplify returns on
equity), and multiple expansion (exiting at a higher EV/EBITDA multiple than the entry multiple). The
financial metrics that matter most to a PE investor are the ones that directly affect the exit value: EBITDA
level and growth rate, free cash flow generation (which determines the company's ability to service and
reduce the acquisition debt), and the specific operational KPIs that demonstrate the value creation
initiatives are on track. The CFO who understands the LBO thesis will frame every financial
communication in terms of how the financial metrics demonstrate progress toward the exit value that the
PE sponsor is working to create.
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THE CFO'S ROLE ACROSS THE PRIVATE CAPITAL LIFECYCLE

The CFO's role in a private-capital-backed company evolves significantly as the company progresses
through the stages of the private capital lifecycle — from the first institutional investment through the exit
event that returns capital to the fund's investors. Understanding this evolution is essential for the CFO who
is either building their career in private capital environments or who is managing a company through
multiple stages of private capital investment.

SEED AND EARLY VENTURE STAGE: At the earliest stages of venture capital investment, the CFO role
is often part-time or performed by a finance generalist rather than a dedicated CFO. The financial
management demands are real but relatively limited: cash management, payroll, basic bookkeeping, and
the financial data preparation for the next fundraising round. The most important CFO contribution at this
stage is the financial discipline of the cash runway model — ensuring that the company always knows
exactly how many months of cash remain at the current burn rate, and that this information is
communicated clearly to the board and to the CEO.

SERIES A AND SERIES B STAGE: As the company raises its first and second institutional venture
rounds, the CFO role becomes a full-time position with meaningful financial governance responsibilities:
GAAP-compliant financial reporting, quarterly board reporting, KPI tracking and analysis, and the budget
and forecast process that provides the financial planning foundation for the growth initiatives funded by the
venture capital. The CFO at this stage is also typically the company's primary interface with the venture
investors on all financial matters — answering the questions that arise between board meetings, preparing
the financial reporting packages that the investors require, and managing the financial data preparation for
subsequent fundraising rounds.

GROWTH EQUITY AND LATE VENTURE STAGE: As the company approaches the growth equity stage
— typically with revenues of five million to fifty million dollars and a clear product-market fit — the CFO's
governance responsibilities become more intensive. The investors at this stage expect sophisticated
financial reporting, formal budget governance, and the financial planning and analysis capability required
to manage a business of this complexity. The CFO is also typically involved in the M&A; activity that
growth equity investors often pursue as part of their value creation strategy — evaluating acquisition
opportunities, modeling the financial impact of bolt-on acquisitions, and managing the financial integration
of acquired businesses.

PE OWNERSHIP AND EXIT PREPARATION: In the PE ownership stage, the CFO's role is at its most
governance-intensive. The monthly close process, the board reporting package, the covenant compliance
reporting for the acquisition debt, the annual budget approval process, and the financial support for the
value creation initiatives are all simultaneously demanding. And as the PE fund's investment horizon
approaches its conclusion, the CFO plays a central role in the exit preparation — the financial cleanup, the
management presentation, the data room preparation, and the financial due diligence support that
determines the quality of the exit process and the ultimate return to the fund.
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FINANCIAL REPORTING STANDARDS ACROSS PRIVATE CAPITAL STAGES

One of the most important practical differences between the private capital segments is the financial
reporting standard expected at each stage. The CFO who understands these expectations before joining a
private-capital-backed company at any stage will be prepared to deliver what the investors require rather
than discovering the gaps after the relationship has been established.

VENTURE STAGE REPORTING: Early venture investors — seed and Series A — typically require
monthly financial reporting consisting of a simple income statement, a cash balance update, and a KPI
dashboard. The standard is informal by later-stage measures: the accounting is often on a cash basis
rather than GAAP, the monthly close is done within two to three weeks of month-end, and the financial
reporting package is typically a concise email with attached tables rather than a formal board package. As
the company progresses through Series B and Series C, the reporting standard typically increases: GAAP
compliance becomes expected, the monthly close timeline compresses, and the board package becomes
a more formal document with narrative analysis accompanying the financial tables.

GROWTH EQUITY REPORTING: Growth equity investors typically expect GAAP-compliant financial
reporting with a monthly close completed within fifteen business days of month-end, a quarterly board
package that includes income statement, balance sheet, cash flow statement, and KPI dashboard with
commentary, and an annual audit by a recognized accounting firm. The financial planning standard at this
stage includes a formal annual budget approved by the board and quarterly forecast updates that reflect
the company's current view of the full-year financial outcome.

PE REPORTING: PE investors typically expect the most rigorous financial reporting standard in the
private capital landscape: a monthly close completed within ten business days, a monthly board reporting
package that includes detailed financial statements, a budget versus actual comparison with variance
analysis, a rolling forecast, and the covenant compliance certificates required by the acquisition debt
agreements. The annual audit is conducted by a recognized national or regional accounting firm and must
be completed within ninety days of the fiscal year-end. The financial planning standard includes an annual
budget process that typically begins in October or November and requires board approval before the fiscal
year begins.

ACTIONS TO TAKE BEFORE PART TWO

For each private capital investor in the company's current capital structure, conduct the investment thesis
analysis described in this part: what specific market opportunity, growth thesis, or value creation plan
motivated the investment, and what specific financial metrics most directly indicate progress toward the
financial outcome the investor is working to produce? This analysis should be documented and shared
with the CEO as the foundation for the investor communication strategy.

Review the financial reporting standard currently in place against the expectations appropriate for the
company's current private capital stage. If the company is Series B or later and the financial reporting
does not include GAAP-compliant statements, a board-approved annual budget, and a quarterly forecast
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process, the financial governance infrastructure is below the standard that the investors reasonably expect
— and closing that gap should be the CFO's highest-priority organizational investment.
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CLOSING PERSPECTIVE

The private capital landscape is the financial ecosystem within which the CFO of a venture-backed,
growth-equity-backed, or PE-backed company operates. Understanding this ecosystem — its segments,
its economic structures, its investment theses, and its financial reporting expectations — is the foundation
for every other financial leadership capability that this series covers. The CFO who enters any private
capital relationship without this foundation will find themselves managing by reaction rather than by
design, consistently surprised by expectations they should have anticipated and consistently missing the
opportunity to be the analytically prepared financial partner that the investors need.
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COMING NEXT IN THE SERIES

Part 2 — Venture Capital Economics: How VC Funds Are Structured and How They Think

Part Two covers the economic architecture of venture capital — fund structure, LP and GP economics, the management fee
and carry model, fund lifecycle and deployment pace, and the portfolio construction logic that determines how much capital
any single company can receive and on what timeline.



