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

Part 31 of 32

CFO Transitions in Private Capital Companies:
Joining, Leading, and Exiting

What to assess before joining a private capital-backed company, the first ninety days framework, establishing financial
governance authority, signals to consider leaving, and the financial considerations of CFO departures
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WHAT YOU WILL LEARN AND WHY IT MATTERS

The CFO transition — the process of joining a new private capital-backed company, establishing authority
and credibility in the new role, leading through the financial governance demands of the holding period,
and eventually exiting the role either through a company exit event or through a personal career decision
— is one of the most personally consequential professional experiences in the private capital CFO's
career. The financial terms of the CFO arrangement (the equity, the severance, and the non-compete), the
governance authority established in the first ninety days, and the personal credibility built through the
quality of the financial governance delivered during the holding period all have lasting implications for the
CFO's career trajectory and personal financial outcome.

This part covers the CFO transition in its three phases: the pre-joining assessment (what to evaluate
before accepting a role), the first ninety days (how to establish credibility and governance authority
quickly), and the exit (the financial terms, the governance obligations, and the personal considerations of
departing a private capital CFO role).

PRE-JOINING ASSESSMENT: WHAT TO EVALUATE

Before accepting a CFO role at a private capital-backed company, the prospective CFO must conduct a
thorough assessment of the financial governance situation they are entering, the equity economics of the
arrangement, and the quality of the relationship with the PE sponsor or venture investor.

THE FINANCIAL GOVERNANCE ASSESSMENT: The most important pre-joining assessment is the
quality of the existing financial governance. The prospective CFO should request and review the last three
years of financial statements (audited if available), the most recent board reporting package, the cap table,
and the existing financial model. These documents reveal the financial governance standard that has
been maintained by the current or departing CFO — the accounting quality, the reporting discipline, the
analytical rigor — and provide the basis for assessing what governance upgrade investment will be
required in the new role. A company that has never been audited, has an informal cap table, and produces
board packages that consist of a three-line email with attached spreadsheets requires a very different
onboarding approach than a company with three years of audited financials, a clean cap table, and a
sophisticated board reporting package.

THE EQUITY ECONOMICS: The equity economics of the CFO arrangement — the amount, vesting
schedule, exercise price, and waterfall treatment of the equity granted to the CFO — are the most
important financial terms of the role. The CFO should build the waterfall model described in Part
Twenty-Two for their personal equity position: the expected proceeds at each combination of exit
enterprise value and holding period, under the proposed equity terms. This analysis reveals whether the
proposed equity compensation is aligned with the value creation opportunity — whether the CFO is being
offered meaningful economic participation in the outcome they are being asked to build.

THE INVESTOR RELATIONSHIP ASSESSMENT: The quality of the relationship between the CFO and
the lead investor — the PE sponsor or the lead venture investor — is a critical determinant of the CFO's
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effectiveness and professional satisfaction in the role. The prospective CFO should meet with the key
investor representatives (the deal partner, the operating partner, the portfolio support team) before
accepting the role, assessing the quality of the intellectual engagement, the respect for financial
governance as a value driver rather than an administrative overhead, and the commitment to providing the
resources (finance team investment, systems investment, M&A; support) required for the CFO to deliver
the financial governance standard the role requires.

THE FIRST NINETY DAYS: ESTABLISHING AUTHORITY

The first ninety days in a new CFO role at a private capital-backed company are the governance
investment period in which the CFO establishes the financial governance standards, the analytical
credibility, and the organizational relationships that will define the entire tenure. The CFO who invests
these ninety days in the right activities — who conducts the financial governance assessment, closes the
most urgent gaps, and establishes the relationship with the PE sponsor and the board on the right terms
— will lead from a position of authority throughout the holding period.

THE THIRTY-DAY FINANCIAL ASSESSMENT: In the first thirty days, the new CFO should conduct the
comprehensive financial governance assessment described in this series: the accounting quality review,
the cap table audit, the covenant compliance assessment, the financial model review, and the investor
reporting gap analysis. This assessment produces the financial governance upgrade plan — the specific
actions required to bring the company's financial governance to the standard appropriate for the stage and
the investor base — that becomes the CFO's primary organizational agenda for the first ninety days.

THE SIXTY-DAY RELATIONSHIP BUILDING: In the second thirty days, the focus shifts to relationship
building: the PE sponsor, the operating partners, the board members, the key functional leaders in the
business, and the external advisors (auditors, legal counsel, banking relationships). The CFO who
understands each stakeholder's perspective, their financial information needs, and their governance
expectations — before the first major financial reporting event — will find the governance relationships
more collaborative and more productive than the CFO who meets these stakeholders for the first time in
the context of a board meeting or an audit review.

THE NINETY-DAY QUICK WIN: In the third thirty days, the CFO should execute at least one highly visible
financial governance improvement — the first monthly board package that meets the PE investor's
standard, the completion of the covenant compliance infrastructure, the resolution of the most significant
accounting issue surfaced in the financial assessment. This visible early win demonstrates the CFO's
capability and commitment to the financial governance standard required, builds the investor's confidence
in the management team's financial leadership, and sets the tone for the governance discipline of the
entire holding period.
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LEADING THROUGH THE HOLDING PERIOD

The financial leadership disciplines that define the best PE CFOs throughout the holding period are not
different in kind from the disciplines described throughout this series — they are simply applied
consistently, rigorously, and with the strategic intelligence that characterizes the most distinguished
finance executives in the private capital industry.

MAINTAINING THE ANALYTICAL RIGOR: The most important ongoing discipline of the PE CFO is the
maintenance of analytical rigor in every financial output — the monthly board package, the quarterly
investor presentation, the annual budget, the acquisition financial model, the value creation dashboard.
The CFO who allows the analytical standards to slip — who produces board packages that are less
rigorous than in the early holding period, who presents financial projections without the underlying model
being available for challenge, or who reports covenant compliance without the forward projection that
gives the board and the lenders advance warning of any compliance risk — is degrading the financial
governance infrastructure that was the primary achievement of the first ninety days.

THE GOVERNANCE PARTNER IDENTITY: The most effective PE CFOs are perceived by the PE
sponsor not as financial officers who report the results but as governance partners who contribute to the
value creation strategy. The CFO who brings unsolicited financial analysis to the strategic discussion —
the acquisition screening model before the first target is identified, the margin improvement analysis
before the commercial excellence initiative is scoped, the working capital optimization model before the
operating partner raises the topic — is building the governance partnership identity that distinguishes the
most valued PE CFOs from their peers.

THE EXIT: FINANCIAL TERMS AND GOVERNANCE OBLIGATIONS

Whether the CFO exits the private capital-backed company through a company exit event (IPO, M&A;
sale, or secondary) or through a personal career decision (a better opportunity, an irreconcilable
difference with the PE sponsor, or a personal life event), the exit creates specific financial and governance
obligations that the CFO must manage.

THE EQUITY TREATMENT AT EXIT: The treatment of the CFO's unvested equity at the company exit
event depends on the specific terms of the equity award agreements — whether there is accelerated
vesting at a change of control (single trigger, where vesting accelerates when the company is sold) or only
at a change of control combined with employment termination (double trigger, where vesting accelerates
only if the company is sold and the CFO is terminated). The CFO should review the equity award
agreements before any exit process is initiated to understand the vesting treatment and to ensure that the
personal financial planning for the exit period reflects the actual equity outcome.

THE NON-COMPETE OBLIGATIONS: Most CFO employment agreements at PE-backed companies
include non-compete provisions that restrict the CFO from competing with the company for a specified
period after departure (typically six to twelve months) and in a specified geographic area or industry. The
enforceability of non-compete provisions varies significantly by state and by jurisdiction — California, for
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example, generally does not enforce non-compete provisions against employees — and the CFO should
understand the enforceability of their non-compete before accepting a new role that might implicate it.

THE TRANSITION GOVERNANCE OBLIGATIONS: When the CFO departs from a private capital-backed
company — whether through a company exit or through a personal departure — there are specific
governance transition obligations that must be managed responsibly. The outgoing CFO should prepare a
comprehensive transition document that covers the status of all significant financial governance activities
(the open audit items, the covenant compliance calendar, the financial model update status, the investor
reporting calendar), the key financial relationships (the lender relationships, the auditor relationships, the
banking relationships), and the operational financial management priorities for the immediate successor.
This transition document is both a professional obligation and a legacy contribution — it ensures that the
financial governance work of the holding period is not disrupted by the leadership transition.

ACTIONS TO TAKE BEFORE PART THIRTY-TWO

Review the current equity award agreements for every member of the management team, including the
CFO's own agreements: identify the vesting schedule, the acceleration provisions (single trigger versus
double trigger), and the exercise price relative to the current 409A valuation. Present the equity treatment
summary to the CEO and the board as the foundation for the discussion about the management team's
retention and incentive alignment as the company approaches the anticipated exit event.

Build the CFO personal financial model: the waterfall analysis for the CFO's equity position at different exit
enterprise values, the tax treatment of the equity proceeds under different exercise and holding strategies,
and the post-exit financial planning considerations (reinvestment, tax optimization, and the timing of the
next career step). This personal financial model is the analytical foundation for the CFO's informed
decision-making about the exit timing, the equity exercise strategy, and the personal career decisions that
accompany the company exit event.
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CLOSING PERSPECTIVE

The CFO career in private capital is defined not by any single transaction or any single holding period, but
by the cumulative record of financial governance excellence built across multiple companies, multiple
investors, and multiple market cycles. The CFO who joins each new company with the analytical
preparation described in this part, who establishes the governance authority and the investor partnership
in the first ninety days, who leads through the holding period with the intellectual rigor and the governance
discipline that distinguishes the best financial leaders, and who exits with the professional integrity and the
transition governance obligations managed responsibly — is building the career record that earns the
most consequential and most rewarding opportunities in the private capital universe.
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COMING NEXT IN THE SERIES

Part 32 — Building a Career as a Private Capital CFO: Skills, Network, and Trajectory

Part Thirty-Two closes the series with the long view — the skill set that defines the most distinguished private capital CFOs,
the specific career development investments that compound over time, the network architecture that opens opportunities in
private capital, and the financial career thesis that guides the CFO from the first PE-backed role to the CFO of a public
company or a long-term operating partner at a major fund.



