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INDEPENDENT
SPONSORS SHOULD
ASSESS
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BEFORE CLOSE
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Most deal outcomes trace back to people. The business plan can be WeII- j
constructed, the entry multiple disciplined, and the financing secured: and the
investment can still underperform because the management team was not Capable
of executing the value creation thesis. For Independent Sponsors, who typically

rely on incumbent management to run the business through the hold, this is not an
abstract risk. It is the central operational risk of the model.

AlixPartners' Eleventh Annual PE Leadership Survey, which gathered insights from
more than 420 PE firm and portfolio company executives through late 2025, found
a pattern that Independent Sponsors should treat as a direct warning: CEO -
turnover spikes around year two of the hold period, is often driven by the PE firm
rather than being voluntary, and is frequently avoidable with earlier alignment,
assessment, and targeted executive support. That avoidable disruption is also
expensive. Leadership misalignment is one of the top reasons acquisitions fail.

Heidrick & Struggles' January 2026 analysis of leadership gaps in private equity
made the point precisely: PE firms need to know whether the current leadership
team can deliver the revised outcomes: and even if the answer is yes, leadership
might need to be reinvigorated, realigned, and re-equipped for what is ahead. That
assessment should happen during diligence, not in year two of the hold.
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WHAT THE
RESEARCH
SAYS ABOUT
LEADERSHIP
FAILURE

AlixPartners' previous survey data, cited in Hunt Scanlon Media's March 2025 report
on leadership in private equity acquisitions, found that approximately six out of ten
CEO replacements in portfolio companies occur within the first year following the
acquisition. That statistic reflects significant gaps in the amount of consideration
private equity firms give to talent and leadership before making investments.

The cost is real and measurable. Keystones Partners' organizational assessment
framework notes that less than one percent of deal diligence costs are spent on
organizational assessments, yet those assessments significantly influence long-term
outcomes. Companies with strong leadership alignment post-acquisition see 20 to
30 percent faster operational improvements. The investment in pre-close leadership
assessment is small relative to the deal cost; the consequences of skipping it are
not.

AlixPartners' 2026 survey also flagged a concerning trajectory for portfolio
companies with inadequate leadership support found that 44 percent of portfolio
leaders reported a higher risk of losing top performers. In the hold environments that
Independent Sponsors manage, often with lean post-close support structures,
attrition in the management team is not a recoverable situation. The time to identify
those risks is before closing.
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——— WHAT A GOOD
—— ACTUALLY LOOKS
FOR

Hogan Assessments' guidance on identifying leadership potential in private equity
acquisitions identifies several dimensions that go beyond what interviews and
track record analysis capture: personality traits that predict performance under
pressure, tendency toward or away from change, cultural alignment with the
sponsor's ownership model, and the ability to operate with greater accountability
and faster decision cycles than the founder may have maintained.

Russell Reynolds Associates' 2026 analysis of talent management in PE
recommends implementing rigorous, standardized assessment frameworks:
evidence-based tools and structured interview protocols: to objectively evaluate
candidates. For Independent Sponsors, that does not require a large talent team.
It requires a structured approach that is applied consistently: baseline
expectations conversations with key leaders, reference checks beyond the
obvious ones, and a direct assessment of whether the management team
understands what value creation in a PE-backed environment actually requires of
them.

The leadership conversation also surfaces a different kind of diligence risk.
Acertitude's guidance on pre-deal talent assessment notes that panelists
unanimously stressed the imperative of proactively assessing the executive
leadership team as part of a comprehensive diligence process, and that early
insights serve as the bedrock for value creation. A management team that is
deeply dependent on the founder, resistant to external oversight, or without depth
below the CEO is a diligence risk that no operating partner can fully remediate
after close.
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ALIGNMENT ON
WHAT COMES
NEXT

One of the most important and most often skipped steps in leadership
assessment is the alignment conversation. Does the management team
understand what ownership by an Independent Sponsor actually
means? Do they know the target hold period, the performance
expectations, the reporting cadence, and the role the sponsor intends to
play? Are they enthusiastic about it, or are they tolerating it because the
founder told them to be?

AlixPartners' survey found that senior-team alignment and culture are
extraordinarily important for value creation: especially as holding
periods have grown longer and deals have become more complex. That
alignment starts before close. The sponsor who gets into year one
before having the foundational conversations about expectations,
incentives, and decision rights is creating a problem that will show up in
AlixPartners' year-two turnover statistics.
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Conduct structured
leadership assessments on
the CEO and at least two
levels below during
diligence. Track record
analysis is necessary but
not sufficient.

WHAT ACTUALLY

MATTERS NOW

Have the explicit alignment
conversation with key

management before closing.

Make sure they understand
what PE ownership means
in practice, not just in
principle.

AlixPartners, Eleventh Annual Private Equity Leadership Survey, published 2026.
AlixPartners, Tenth Annual Private Equity Leadership Survey, published March 2025.

Heidrick & Struggles, Closing the Leadership Gap in Private Equity, published January 2026.

Evaluate management
depth, not just management
talent. Owner-dependent
businesses where the CEO
is also the head of sales,
the top relationship
manager, and the primary
operator are a specific post-
close risk.

Hogan Assessments, How to Identify Leadership Potential in Private Equity Acquisitions, published September 2025.

Russell Reynolds Associates, Private Equity: Increased Focus on Strategic Talent Management for Value Creation, published February 2026.
Acertitude, What's Next for Private Equity Talent Management, published 2025.
Hunt Scanlon Media, How to Identify Leadership Potential in Private Equity Acquisitions, published March 2025.

Map out the leadership
needs for the value
creation plan before
close. Know in advance
whether you need to
add, replace, or
augment any role: and
have a candidate
pipeline ready.
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DISCLAIMER

This presentation does not constitute an offer to sell or the solicitation of an offer to purchase any security. Recipients of this presentation agree that none of
Independent Sponsor News (“ISN”) or its affiliates or its or their respective partners, members, employees, officers, directors, agents, or representatives shall have
any liability for any misstatement or omission of fact or any opinion expressed herein. Each recipient further agrees that it will (i) not copy, reproduce, or distribute
this presentation, in whole or in part, to any person or party including any employee of the recipient other than an employee directly involved in evaluating an
investment in any funds (the “Fund or Funds”) without the prior written consent of ISN; and (ii) keep permanently confidential all information contained herein that is
not already public. The information contained herein is preliminary, is provided for discussion purposes only, is only a summary of key information, is not complete,
and does not contain certain material information about the Fund, including important conflicts disclosures and risk factors associated with an investment in the
Fund, and is subject to change without notice. Any offer, sale or solicitation of interests with respect to the Fund will be made only pursuant to the Fund’s confidential
private placement memorandum (the “Memorandum”), limited partnership agreement, and subscription agreement, and will be subject to the terms and conditions
contained in such documents in accordance with applicable securities laws. This presentation is qualified in its entirety by reference to the Fund’s Memorandum,
including without limitation all of the cautionary statements and risk factors set forth therein, the limited partnership agreement and the subscription agreement
related thereto, copies of all of which will be made available in the future to qualified investors upon request and should be read carefully prior to any investment in
the Fund. The information in this presentation is not presented with a view to providing investment advice with respect to any security, or making any claim as to the
past, current or future performance thereof, and ISN expressly disclaims the use of this presentation for such purposes. Each recipient should consult its own
advisers as to legal, business, tax and other related matters concerning an investment in the Fund. Past performance is not necessarily indicative, or a guarantee, of
future results. Information about the Fund and prior investments made by ISN is provided solely to illustrate ISN’ investment experience, and processes and
strategies. Such information is not intended to be indicative of the Fund’s future results. There can be no assurance that the Fund will achieve comparable results as
those presented or that the Fund will be able to implement its investment strategy or achieve its investment objective. Investors in the Fund may lose part or all of
their invested capital. Statements contained in this presentation are based on current expectations, estimates, projections, opinions and beliefs of ISN as of the date
hereof. Such statements involve known and unknown risks and uncertainties, and undue reliance should not be placed thereon. Neither ISN nor any of its affiliates
makes any representation or warranty, express or implied, as to the accuracy or completeness of the information contained herein and nothing contained herein
should be relied upon as a promise or representation as to past or future performance of the Fund or any other entity. Unless otherwise noted, the information
contained herein is unaudited and may be preliminary and subject to change, and ISN and its members, partners, stockholders, managers, directors, officers,
employees and agents do not have any obligation to update any of such information. Certain figures in this presentation have been rounded. In addition, certain
information contained herein has been obtained from published and non-published sources and / or prepared by third-parties, and in certain cases has not been
updated through the date hereof. While such information is believed to be reliable for the purposes of this presentation, ISN assumes no responsibility for the
accuracy or completeness of such information and such information has not been independently verified by it. Certain information contained herein constitutes
“forward-looking statements,” which can be identified by the use of terms such as “may,” “will,” “should,” “could,” “would,” “predicts,” “potential,” “continue,”
“expects,” “anticipates,” “projects,” “future,” “targets,” “i plans,” “believes,” “estimates” (or the negatives thereof) or other variations thereon or comparable
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intends,
terminology. Forward looking statements are subject to a number of risks and uncertainties, some of which are beyond the control of ISN, including among other
things, the risks listed in the Memorandum. Actual results, performance, prospects or opportunities could differ materially from those expressed in or implied by the
forward-looking statements. Additional risks of which ISN is not currently aware also could cause actual results to differ. In light of these risks, uncertainties and
assumptions, prospective investors should not place undue reliance on any forward-looking statements. The forward-looking events discussed in this presentation
may not occur. ISN undertakes no obligation to update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.
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