CEO ALIGNMENT
BEFORE CLOSING:
THE CONVERSATIONS
THAT SHAPE POST-
CLOSE SUCCESS

WHY INCENTIVES, DECISION
RIGHTS, AND GROWTH STRATEGY
NEED TO BE SETTLED BEFORE THE
DEAL, NOT AFTER
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EXECUTIVE
SUMMARY

Most CEO misalignment in private equity is not discovered during diligence. It
surfaces after close, when expectations that were never fully tested against each
other start to diverge. AlixPartners' eleventh annual PE Leadership Survey, fielded
from October through December 2025, found that PE firms and portfolio
companies align on goals but not always on priorities, with misalignment in how
leaders prioritize growth, risk, and execution slowing transformation and creating
unnecessary tension. The same research links that gap directly to leadership
turnover, noting that CEO turnover in PE portfolio companies is increasing and that
superior returns now depend on deliberate alignment, leadership stability, and
disciplined talent practices that endure from deal close through exit.

For Independent Sponsors, this is not an abstract governance issue. It is a deal-
economics issue. Heidrick & Struggles reports that more than 70% of CEOs at PE-
backed companies are replaced during the average holding period, and
AlixPartners' prior-year survey found that 86% of CEQO turnover is driven by the
private equity firm itself, not the executive. Replacing a CEO mid-hold is expensive
and disruptive under any ownership structure. For an Independent Sponsor
running a single deal with a concentrated capital stack and no bench of portfolio
operators to fall back on, it can stall the entire value-creation plan.

The fix is not better diligence on the CEO as a person. It is a more deliberate set
of conversations, before signing, about incentives, decision rights, and what
growth is actually supposed to look like.
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THE GAP IS
ABOUT PRIORITIES,
NOT GOALS

The AlixPartners data is consistent across years on one point: sponsors and CEOs
rarely disagree on the destination. They disagree on the path. Earlier survey years
found a 15-point gap between PE leaders and portfolio executives on whether a lack
of clear vision and strategy is a major obstacle to transformation, and found that
portfolio leaders favor growth-related initiatives by nearly two to one, while PE firms
more often want portfolio companies to emphasize efficiency over growth.

That gap rarely gets named explicitly before close. Sponsors and CEOs both nod
along to "grow the business and improve margins" during the deal process, without
ever forcing the harder conversation about which one comes first when the two are in
tension, or what trade-offs are acceptable to get there.

INCENTIVE DESIGN
HAS TO MATCH THE
ACTUAL HOLD
STRATEGY

Compensation structures for portfolio CEOs have shifted meaningfully toward long-term
alignment. Industry compensation data for 2026 shows a continued move toward long-
term, exit-aligned incentive instruments, including equity, profit interests, phantom
equity, and stock appreciation rights, designed to encourage long-term ownership
behavior even at the cost of delayed gratification. The same data notes that transaction
bonuses are now awarded more selectively, often tied to specific return thresholds
rather than simply closing the deal.

For Independent Sponsors, the design question is less about which instrument to use
and more about whether the incentive structure actually reflects the hold period and
exit path the sponsor expects. A CEO compensated primarily for a fast flip will manage
the business differently than one compensated for a five-year build. If that mismatch is
not resolved before close, it tends to surface as a disagreement over capital allocation
in year two, by which point it is far more expensive to fix.
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DECISION
RIGHTS NEED
TO BE EXPLICIT,
NOT ASSUMED

A recurring theme across recent PE leadership research is how
much avoidable friction comes from undefined decision authority
rather than disagreement over strategy. Robert Half's 2026
research on post-acquisition change management notes that
effective post-acquisition alignment depends on employees and
leaders understanding how priorities have shifted and, critically,
where decision authority sits. The same research observes that
value creation rarely stalls because the strategy was wrong; it
stalls because the organization, including its leadership, is not
ready to execute it.

For a CEO and an Independent Sponsor, that means agreeing in
advance, not after the first board meeting, on which decisions the
CEO owns outright, which require sponsor sign-off, and what the
actual cadence of reporting and check-ins will be. Vague
references to "open communication" during the deal process tend
to collapse under real operating pressure if the specifics were
never written down.
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THE COST OF
GETTING THIS
WRONG IS HIGH
AND RISING

The financial and operational cost of misalignment is well
documented. AlixPartners found in its tenth annual survey that
42% of portco leaders report ongoing CEO turnover well after the
deal closes and that only 46% of PE firms say they discuss
succession regularly. Perception gaps compound the problem.
The same survey cycle found only 10% of PE firms say.pe
leadership gives them a competitivesa
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Treat incentive design as a
strategic decision, not a
closing document.
Structure compensation
around the actual hold
period and exit path, not a
generic equity grant.

WHAT ACTUALLY

MATTERS NOW

Put decision rights in
writing before close. Define
what the CEO owns
outright, what requires
sponsor approval, and how
often the two sides will
formally check in.

AlixPartners, Eleventh Annual Private Equity Leadership Survey, published 2026.
AlixPartners, Tenth Annual Private Equity Leadership Survey: Leadership Under Pressure, published March 25, 2025.
AlixPartners, Ninth Annual Private Equity Leadership Survey, published March 26, 2024.
Heidrick & Struggles, Closing the Leadership Gap in Private Equity, published January 27, 2026.

Robert Half, Private Equity Change Management: Turning Post-Acquisition Disruption into Scalable Value, published March 11, 2026.

Buffkin Baker, Private Equity Compensation Trends for 2026: Precision, Performance, and Pay for Value Creation, published February 23

Force the growth-versus-
efficiency conversation
early. Both sides will say
they want both. The real
alignment work is agreeing
on sequencing and trade-
offs.

Build a recurring alignment
check into the first year,
not just the first 100 days.
Misalignment that goes
undetected tends to
surface as a leadership
crisis around year two.

, 2026.
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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.

ISN.

INSIGHTS



INSIGHTS



