FROM FOUNDER-LED
TO SPONSOR-BACKED:
PROFESSIONALIZING
WITHOUT BREAKING
THE BUSINESS

THE SYSTEMS NEED TO
CHANGE. THE STRENGTHS

THAT BUILT THE COMPANY DO
NOT.
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EXECUTIVE
SUMMARY

Every acquisition of a founder-led business carries the same quiet risk. The
operational habits that made the company worth buying, speed, customer
intimacy, founder instinct, are often the same habits that must eventually change
for the business to scale. Get that transition wrong and a sponsor can
professionalize a company right out of the qualities that created its value in the
first place.

This is not a theoretical concern. McKinsey's Institute for Economic Mobility
estimates that roughly six million small and mid-size U.S. businesses will face
ownership transitions by 2035, with more than one million viable sale candidates
representing up to $5 trillion in enterprise value. A significant share of that volume
lands directly in Independent Sponsor territory, and nearly all of it involves a
founder who built the business on relationships and instinct rather than systems.

For Independent Sponsors, the diligence question is no longer just whether the
business is good. It is whether the business can survive becoming a different
kind of company without losing what made it worth buying.
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DEFINING THE
FOUNDER'S
ROLE BEFORE
THE
TRANSACTION

The most common mistake happens before close, not after
it. Sponsors who leave the founder's post-close role vague,
assuming it will sort itself out once the deal is done, are
setting up a conflict that surfaces at the worst possible
time.

CAIS research on lower middle market professionalization
notes that these strategies depend on partnering with
founders who are genuinely ready for institutional support,
not simply willing to sell. That distinction has to be tested
and documented before the transaction closes, not
discovered afterward. A clearly defined post-close role,
whether that means the founder stays on as CEO for a
defined period, transitions to a board or advisory seat, or
exits entirely, removes the single largest source of early
post-close friction.

DETERMINING
WHAT ACTUALLY
DEPENDS ON
THE FOUNDER

Founder-led companies almost always carry hidden
dependencies: the customer who only trusts the founder, the
vendor relationship negotiated on a handshake, the informal
pricing logic that lives in one person's head. Beckett Industries'
2026 commentary on the lower middle market frames this
bluntly. The generational transition underway across privately
held businesses means sponsors are increasingly stepping
into companies where the founder wants to de-risk personally
while remaining involved, protect employees and legacy, or
bring in a younger operator, and each scenario requires a
different transition plan.

Mapping these dependencies explicitly, customer by customer,
vendor by vendor, decision by decision, turns an abstract
integration risk into a concrete punch list.
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INSTALLING
ACCOUNTABIL
ITY WITHOUT
INSTALLING
BUREAUCRACY

Once dependencies are mapped, the instinct is often to
formalize everything at once: new reporting cadences, new
approval layers, new systems. Align BA's 2026 analysis of the
lower middle market makes the useful distinction between
preparation and over-correction. Companies that strengthen
financial reporting, document KPIs, and reduce owner
dependency ahead of a transaction are consistently better
positioned to protect value through it. That same discipline
applies after close.

The goal is accountability, not layers. A founder-led business
that suddenly requires five approvals for a decision that used to
take one conversation will lose the operating speed that made
it attractive in the first place.

BUILDING
LEADERSHIP
BENEATH OR
AROUND THE
FOUNDER

Markets Group's 2026 private equity allocator outlook is direct
about where returns now come from: operational value creation
has replaced financial engineering as the dominant driver, with
businesses needing 12% or more annual EBITDA growth to
produce strong equity returns at current financing costs. That
kind of growth is rarely deliverable by a founder operating
alone, no matter how capable.

Building a leadership layer, whether through a fractional CFO, a
general manager, or a first real management team, is not a
signal of distrust in the founder. It is what allows the founder's
strengths to scale past the limits of one person's time and
attention.
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PRESERVING

ENTREPRENEURIAL

SPEED AS THE
COMPANY

PROFESSIONALIZES

CFOx's 2026 commentary on middle market value creation
points to a genuine advantage smaller companies hold
over larger ones: decision-making moves faster and
initiatives take hold more readily in less bureaucratic
organizations. That speed is an asset, not a symptom of
immaturity, and professionalization done poorly is the
fastest way to lose it.

The sponsors who protect this well tend to professionalize
selectively. They fix the systems that create real risk,
financial reporting, compliance, key person dependency,
before touching the operating rhythms that do not.

RECOGNIZING
WHEN THE
FOUNDER
RELATIONSHIP
BECOMES A
CONSTRAINT

Not every founder transition ends smoothly, and the harder
discipline is recognizing when a founder who was essential
at close has become the limiting factor on growth. This is
rarely a single moment. It shows up gradually, in decisions
that take longer than they should, in a leadership team that
still defers upward on matters it should own, or in growth
plans that quietly stall at the edge of what one person can
personally oversee.

Sponsors who wait for a crisis to address this lose
leverage. The ones who build the transition plan, and the
timeline for it, into the original thesis retain it.
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WHAT ACTUALLY
MATTERS NOW

01

Define the founder's post-
close role explicitly before
the transaction closes, not
after.

Map founder-dependent
relationships and decisions
as part of diligence, not
integration.

Build leadership capacity
around the founder early
enough to support real
EBITDA growth targets.

Professionalize selectively.
Fix systemic risk first and
protect the operating
speed that created the

company's value.

The businesses worth buying in the lower middle market were
built by people, not processes. The sponsors who win are the
ones who know exactly which parts of that to change, and
which parts to leave alone.

Professionalizing a company is not about replacing the
founder's instincts with institutional systems. It is about building
the systems that let those instincts keep working at a larger
scale.

McKinsey Institute for Economic Mobility, ownership transition and small business exit projections (via CapitalPad, 2026)
CAIS, Lower-Middle-Market Private Equity: Where Professionalization Meets Growth Potential (2026)

Beckett Industries, Lower Middle Market Needs a Different PE (May 2026)

Align BA, The Lower Middle Market May Be Private Equity's Best Opportunity in 2026 (June 2026)

Markets Group, 2026 Private Equity Allocator Outlook

CFOx Advisory, The Migration Down-Market (June 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.
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