SCALING WITHOUT
SCRUTINY?

WHAT RISING
REGULATORY AND
LP ATTENTION
MEANS FOR
INDEPENDENT
SPONSORS
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EXECUTIVE
SUMMARY

The Independent Sponsor model has spent the last decade moving from a niche
corner of private equity to one of its fastest growing segments. That growth has
not gone unnoticed. Institutional LPs, academic researchers, and regulators are
all beginning to look more closely at a model that, until recently, operated largely
outside formal scrutiny.

IQ-EQ's 2026 private markets predictions frame this directly: as Independent
Sponsor deal activity accelerates, the open questions are whether institutional
LPs will weaken the standing of traditional allocators, whether regulators will
apply more scrutiny, and whether the pace of capital inflows will outstrip proper
diligence on deal flow. None of those questions have settled answers yet. All of
them are now being asked out loud.

For Independent Sponsors, this means the informality that once defined the

model is becoming a liability rather than a feature. - wos
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THE MODEL HAS
OUTGROWN ITS

OBSCURITY

Independent Sponsors are no longer an afterthought in deal
infrastructure. Peony's 2026 research on the segment makes the
point bluntly: Independent Sponsors are now the fastest growing
buyer type in the lower middle market, yet the surrounding deal
infrastructure, from data rooms to diligence norms, was largely
built for traditional fund buyers.

That mismatch is exactly what is now attracting attention. A model
built on speed and flexibility is running up against expectations for
the rigor that typically accompanies institutional capital.

ACADEMIA
AND DATA
ARE
CATCHING
UP

Until recently, there was very little independent research on
how Independent Sponsor deals actually perform. That gap is
closing. The University of North Carolina's Institute for Private
Capital published its first study of Independent Sponsor
investment characteristics and performance in June 2026,
surveying both the LPs who invest in these deals and the
sponsors themselves.

The existence of that study matters as much as its findings. It
signals that the space has grown large enough, and
consequential enough, to warrant formal academic attention
rather than anecdote.
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INSTITUTIONAL
LPS ARE STARTING
TO PAY ATTENTION

The clearest signal is capital behavior. IQ-EQ notes that
institutional LPs are beginning to allocate capital specifically for
Independent Sponsor deals, mirroring the broader institutional
shift toward direct co-investment. That is a meaningful change
from a model historically funded by family offices and high net
worth individuals operating with less formal process.

When institutional capital enters a space, institutional expectations
tend to follow: standardized reporting, documented diligence
processes, and clearer conflict of interest protocols.

THE
REGULATORY
BACKDROP

Independent Sponsors do not operate in a regulatory vacuum
simply because they lack a committed fund. The SEC's
Division of Examinations released its fiscal year 2026 exam
priorities emphasizing fiduciary duty, conflicts of interest, and
consistency between investments and stated objectives
across private funds and advisers broadly. As Independent
Sponsor structures increasingly intersect with registered
investment advisers and institutional capital, that regulatory
backdrop becomes more directly relevant, even where it was
not designed with this model specifically in mind.
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WHAT ACTUALLY
MATTERS NOW

The sponsors best positioned for this shift are treating documentation and process as a competitive advantage rather than a
compliance burden. Clear diligence records, defined conflict protocols, and transparent reporting are becoming table stakes
for accessing the capital that is now flowing into the space.
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Build documented, Treat conflict of interest

repeatable diligence
processes before
institutional LPs or

regulators require them.

disclosure and reporting
standards as a
differentiator, not an
afterthought.

Stay ahead of the data. As
academic and institutional
research on the segment
grows, sponsors with clean
track records will benefit
most.

Expect the informal norms
that built this model to give
way to more institutional
expectations, and get
ahead of that shift rather
than reacting to it.

The Independent Sponsor model earned its growth through
speed and alignment. It will keep that growth only if it can also
demonstrate discipline.

Attention is not the same as threat. For sponsors who are
already doing this well, rising scrutiny is simply the market
catching up to what they have been doing all along.

1Q-EQ, Global Private Markets Predictions for 2026

Peony, Independent Sponsor Guide (2026)

University of North Carolina Institute for Private Capital, Independent Sponsors: Investment Characteristics and Performance (June 2026)
SEC Division of Examinations, 2026 Exam Priorities (via Freshfields Bruckhaus Deringer summary)
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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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