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INTRODUCTION 
____ 

You've just stepped into the fast-paced, high-stakes world of 
private equity ownership. Maybe your company was acquired 
last quarter. Perhaps you're leading a carve-out from a larger 
organization. Or you might be the CEO who just closed a deal 
with investors, promising aggressive growth targets that now 
keep you up at night.  

Whatever brought you where you are right now, one thing is 
certain: the rules have changed, and they've changed 
dramatically. Private equity isn't just another ownership model. 
It's a fundamentally different operating environment with its 
own unwritten playbook, hidden expectations, and relentless 
clock always ticking in the background. The pressure feels 
different because it is different.  

Unlike public companies where quarterly earnings drive 
behavior, or family-owned businesses where tradition and 
long-term thinking prevail, PE-backed companies exist in a 
unique ecosystem where value creation isn't just measured. 
It's meticulously engineered, continuously monitored, and 
ruthlessly pursued against the backdrop of a predetermined 
exit timeline. 

This pressure cooker environment transforms good executives 
into exceptional leaders or exposes their limitations with 
stunning speed. According to the 2021 AlixPartners PE 
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Leadership Survey, about 58% of PE-backed company CEOs 
are replaced during the investment holding period, and a 
significant share (around 70% of those replacements happen 
within the first two years after acquisition. Not because they 
lack talent or experience, but because they fail to adapt to the 
particular rhythms, expectations, and decision velocities that 
private equity demands.  

The skills that made you successful in your previous role may 
not be the same ones that will drive success under PE 
ownership. Excellence here requires a different playbook 
altogether. 

I've spent the past fifteen years on both sides of the PE 
equation—as an operating executive delivering results to 
demanding investors and as an advisor helping leadership 
teams navigate these choppy waters. I've witnessed brilliant 
product visionaries stumble because they couldn't translate 
their innovation into EBITDA growth. I've seen seasoned 
operators from Fortune 500 companies falter because they 
couldn't shed the deliberate pace of corporate 
decision-making. And I've watched promising companies miss 
their potential because the gap between investor expectations 
and management execution was never properly bridged. 

But I've also seen the opposite: leaders who thrive under the 
intensity, who leverage the PE model to drive extraordinary 
results, who build valuable enterprises while developing 
themselves into the kind of executives investors fight to back 
again and again. These exceptional operators don't just survive 
the PE pressure—they harness it to achieve breakthroughs in 

5 



What Private Equity Wants from the Leaders They Bet On 

performance that wouldn't be possible in less demanding 
environments. 

What separates these success stories from the 
disappointments? It's not raw intelligence or industry expertise, 
though both matter. The difference lies in understanding the 
unspoken rules of engagement in PE-backed companies: 
mastering the precise metrics that matter, building the right 
operating cadences, communicating in ways that build trust 
rather than erode it, and making trade-offs that balance 
short-term imperatives with sustainable value creation. 

This book gives you an insider's view of what really drives 
success in PE-backed companies. You won't find these 
insights in investor presentations or closing documents. 
They've been gathered through hundreds of boardroom 
discussions, late-night strategy sessions, challenging investor 
meetings, and candid debriefs with both operators who 
delivered exceptional returns and those who fell short. The 
strategies, frameworks, and tactical approaches shared here 
reflect the real-world tensions you'll navigate daily—between 
speed and thoughtfulness, between aggressive targets and 
team morale, between this quarter's results and next year's exit 
value. 

Your journey in a PE-backed company will test you 
professionally and personally. You'll make more consequential 
decisions faster than ever before. You'll build muscles you 
didn't know you had.  
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You'll likely lose sleep over cash forecasts and customer 
concentration risks that never seemed so urgent before. But 
with the right approach, you'll also experience the unmatched 
satisfaction of building something valuable and proving your 
capabilities in one of business's most demanding 
environments. 

Let's start by decoding what makes PE ownership unique and 
how you can transform these pressures into your greatest 
professional opportunity yet. 
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CRACKING THE PE CODE 
____ 

Six weeks into your new role as CEO at a private equity-backed 
manufacturing company, something feels off. Despite hitting 
revenue targets and highlighting growth initiatives, your 
investors seem impatient. When the lead partner reveals an 
"exit clock" showing value targets that make your current 
trajectory look far below target, you suddenly 
understand—you've been playing by the wrong rules. This 
misalignment between operators and PE sponsors often stems 
from not understanding the sponsor's return clock. 

Investment-Thesis Math 
Private equity represents more than just a different ownership 
structure—it's a fundamentally different business model driven 
by specific mathematical imperatives. Every deal begins with 
an explicit return calculation that shapes all subsequent 
decisions. 

IRR (internal rate of return): Annualized percentage return 
target, often 2030% for middle-market deals 

MOIC (multiple on invested capital): Total cash return target, 
typically 2.54 over 35 years 

These aren't aspirational goals but contractual obligations to 
limited partners. The math is unforgiving: a PE fund promising a 
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25% IRR must deliver precisely that, which means some 
portfolio companies must significantly outperform to 
compensate for underperformers. 

This mathematical foundation cascades into specific 
value-creation levers that shape your strategic priorities: 

Value Creation Lever How It Translates to Operations 

Organic growth Accelerating same-store sales, new customer 
acquisition, pricing optimization 

Margin expansion Cost reduction, SKU rationalization, procurement 
savings, automation 

Multiple arbitrage Shifting from "average" to "premium" via scale, 
capability building, segment focus 

Deleveraging Aggressive working capital management, free cash 
flow optimization 

M&A/Roll-ups Tuck-in acquisitions, capability acquisitions, 
geographic expansion 

 

Decoding Return Equations 

Starting with $100M at 5 EBITDA (earnings before interest, 
taxes, depreciation, and amortization) of $20M, PE plans to 
grow EBITDA to $35M, expand the multiple to 6, and pay 
down $40M of debt, yielding $210M exit value and 3 
equity return. Even small performance variations have an 
outsized impact: a 5% miss in year-two EBITDA compounds 
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through the model, potentially reducing final returns by 
1520%. Similarly, delaying exit by just one year might reduce 
IRR by 57 percentage points. 

Take, for example, a $120M revenue industrial manufacturer 
acquired at a 7 EBITDA multiple. The PE firm's value creation 
plan called for a 2.5 MOIC in four years through three specific 
operational levers: value-based pricing yielding $4M in 
EBITDA, plant consolidation saving $5M annually, and two 
acquisitions adding $8M in EBITDA with synergies. When 
executed properly, these initiatives transformed a $15M 
EBITDA business into a $32M enterprise, delivering the 
targeted return through a combination of operational 
improvements, debt reduction, and multiple expansions. 

The Operator Prototype PE Firms Seek 
Behind every investment thesis lies a human calculation: does 
this leadership team have what it takes to execute our value 
creation plan? PE firms screen for a leadership profile that 
differs significantly from public company expectations. 
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Clarity defines PE-backed leaders who demonstrate 
exceptional strategic focus, ruthlessly prioritizing the few 
initiatives that drive EBITDA growth while saying "not now" to 
everything else. They communicate complex strategies 
through simple frameworks that align teams around 
measurable outcomes. 

Confidence manifests as decisive ownership, which entails 
making difficult calls without excessive consensus-building 
when time matters. These leaders commit publicly to specific 
targets and hold themselves accountable without hedging. 

Executional rigor stands as the most prized trait. PE firms 
value leaders who deliver consistent plan-to-actual discipline, 
preferring operators who reliably hit 98% of ambitious targets 
over those who occasionally overachieve but lack 
predictability. 

Other valuable skills include change-management leadership, 
savvy capital allocation, and the ability to attract top talent in 
lean environments. PE firms don't assess these traits 
subjectively but deploy structured diligence through pointed 
interview questions. 

1. "Walk me through your last quarterly miss and how you 
communicated it to stakeholders." 

2. "Describe a time when you made a significant decision with 
incomplete information." 

3. "How do you determine which growth initiatives deserve 
investment versus which to table?" 

4. "What metrics do you personally track daily or weekly?" 
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5. "Tell me about your biggest talent mistake and how quickly 
you addressed it." 

6. "How have you reduced decision cycle times in your 
organization?" 

7. "What process do you use to ensure forecast accuracy?" 

8. "Describe how you've translated strategy into measurable 
quarterly objectives." 

One PE operating partner recalls interviewing a chief revenue 
officer candidate who explained his sales pipeline model 
brilliantly but stumbled when asked about a recent missed 
quarter: "He had three different explanations, none tied to 
leading indicators he should have been tracking. We passed 
immediately—can't afford the 'dog ate my homework' 
approach when IRR is on the line." 

The most successful PE operators translate leadership qualities 
into quantifiable outcomes through: 

1. Personal dashboards tracking 57 weekly leading 
indicators that they directly influence 

2. Pre-mortem risk assessments for each major initiative 
with triggers for course correction 

3. Clear decision rights matrices that eliminate approval 
bottlenecks 

The Unspoken Operating Rules 
Speed of decision defines PE operating environments. Expect 
2472-hour turnarounds on key calls, whether approving 
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capital expenditures, green-lighting acquisition targets, or 
implementing course corrections. This isn't about recklessness 
but eliminating bureaucratic drag that dilutes returns in a 
compressed timeline. 

Data discipline requires establishing a single source of truth 
for all critical metrics. Maintain weekly exception reports and 
accompany every variance-to-plan with a clear narrative and 
corrective action. Successful operators transform data from a 
reporting function to a steering mechanism that guides 
decision-making. 

No-surprises ethos separates survivors from casualties. 
Report issues early and accompany variances with root causes 
and action plans. PE investors can absorb bad news; what they 
can't tolerate is being blindsided by issues that should have 
been visible earlier. Effective operators develop systematic 
escalation frameworks and maintain regular communication 
with sponsors. 

You should generate weekly flash reports with forward-looking 
KPIs. Decisions requiring executive approval should 
consistently close within 72 hours. Every department head 
should articulate the connection between their initiatives and 
exit value. Meeting these standards demonstrates your PE 
fluency. 

Building your personal no-surprises cadence means 
developing both a communication rhythm and a distinctive 
tone. Provide context before details, lead with implications 
rather than excuses, and always close with specific corrective 
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actions and revised timelines. Implement a brief weekly email 
update to the lead partner, a monthly operating report with 
standardized KPIs, and a quarterly deep dive that explicitly ties 
performance to the value creation plan. Each communication 
should anticipate questions rather than waiting for them to be 
asked. 

Understanding PE's unique combination of investment math, 
leadership expectations, and operating cadence positions you 
to thrive in this high-stakes environment. The journey begins 
with assessing your fluency in your sponsor's investment 
thesis: Could you sketch their return waterfall on a whiteboard? 
Have you mapped their value creation levers to your quarterly 
objectives? With these codes deciphered, you're ready to build 
trust in your first 90 days—the focus of our next chapter. 
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THE TRUST-BUILDING SPRINT 
____ 

You walk into the boardroom with your "30Day Findings" deck 
in hand. Six weeks into your role as CEO at a PE-backed 
packaging company, you're about to show your assessment to 
investors who've bet $220M on your leadership. Your 
presentation highlights three operational issues missed during 
diligence, two immediate revenue opportunities, and a cash 
flow acceleration plan. The lead partner's reaction will reveal 
whether you've earned their trust or triggered silent 
replacement discussions. 

This moment captures the reality every PE-backed leader 
faces. Unlike in public companies where CEOs might have 
years to prove themselves, in private equity, you must build 
trust in weeks, not quarters. The Trust-Building Sprint isn't just 
about survival—it's about earning the strategic freedom to 
execute your vision without constant scrutiny. 

 

15 



What Private Equity Wants from the Leaders They Bet On 

Diagnose with Speed and Depth 
Your first month serves as a diagnostic window where you 
rapidly build a fact base that either confirms or challenges your 
investment thesis math. Many new leaders waste precious 
weeks on unstructured "listening tours" that produce little 
actionable insight. Top PE CEOs learn fast and act visibly, 
focusing their assessment across four critical domains. 

You generate a clear view of the current state against the value 
creation plan by examining financial, commercial, operational, 
and talent elements of the business. Your goal isn't to 
understand everything but to identify the vital few levers that 
drive IRR and MOIC. The best assessments go beyond 
surface-level metrics to uncover the underlying mechanisms 
that either accelerate or impede value creation. 

This diagnostic phase culminates in a Week-4 Readout that 
demonstrates your ability to separate signal from noise. "We 
don't expect new CEOs to have all the answers by day 30," 
explains one experienced PE operating partner, "but we 
absolutely expect them to have identified the right questions." 

Different stakeholders hold distinct expectations during your 
assessment phase. Investors want validation of their 
investment thesis and early win opportunities. Your leadership 
team seeks clear direction and job security, whereas frontline 
employees watch for signals about culture and stability.  

External stakeholders require just as much attention as your 
internal team. Customers and suppliers evaluate your 
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commitment to existing relationships. Create a simple tracking 
mechanism to ensure consistent messaging across these 
groups, preventing the common mistake of making 
contradictory commitments. 

When mapping these expectations, focus on questions that 
reveal hidden value or risks. Find out which single metric would 
give investors confidence in your execution by quarter-end. 
Ask customers what one improvement in the next 60 days 
would make the biggest difference, and employees about 
undocumented critical knowledge, and suppliers about 
untapped efficiencies in your current relationship. These 
targeted questions yield insights that generic discussions miss. 

Sample 30Day Assessment Calendar 

Week Key Assessment 
Activities Expected Outputs Stakeholder 

Engagement 

1 Financial deep-dive, 
cash flow mapping 

Flash cash report, 
data integrity check 

11s with board 
members, CFO 

2 
Customer/market 
review, competitor 
analysis 

Customer 
concentration risk 
assessment, pricing 
opportunity map 

Top 5 customer calls, 
sales team 
ride-alongs 

3 Operations review, 
supplier evaluation 

Efficiency 
benchmarking, cost 
reduction targets 

Plant visits, ops team 
workshops 

4 Talent assessment, 
org structure review 

Leadership capability 
matrix, org design 
recommendations 

Team calibration, 
initial restructuring 
planning 
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The most valuable early insights often come from unexpected 
places. At a PE-backed medical services provider, a new CEO 
discovered during week two that the company's weekly cash 
collection rhythm created a 7-day lag in revenue recognition. 
By simply realigning the billing cycle, she improved cash flow 
by $1.2M within 30 days—a quick win that immediately built 
investor confidence by directly addressing the deleveraging 
lever from the investment thesis. 

Execute Quick Wins and Early Visibility 
With your assessment complete, your second month focuses 
on visible action. Prioritize 35 initiatives that deliver 
measurable impact within one quarter, directly addressing the 
value creation levers discussed earlier. The key is selecting 
initiatives that meet specific criteria: achievable within 6090 
days, measurable through existing data, directly linked to exit 
value drivers, and requiring minimal capital investment. 

Resource these priorities ruthlessly. Many new leaders dilute 
their impact by continuing to fund all existing initiatives while 
adding their own priorities. Instead, redirect budget and 
leadership attention toward your critical few wins—even if this 
means pausing otherwise valuable projects. This focus 
demonstrates your understanding of the PE operating 
environment, where speed of decision directly impacts returns. 

PE firms keep close watch on early-warning indicators that 
signal either progress or problems. They typically track metrics 
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like booked-to-bill ratios to gauge revenue pipeline health, 
quote-to-cash cycle times for operational efficiency, and 
customer churn percentages for revenue stability. They also 
monitor backlog-to-plan ratios for delivery risk, weekly flash 
EBITDA for profit trajectory, net working capital changes for 
cash conversion, and talent vacancy rates in key positions to 
assess execution capacity. 

During this phase, you establish the operational heartbeat of 
the organization, a critical rhythm that creates accountability 
without bureaucracy. Implement a weekly flash meeting 60 
minutes maximum) focused exclusively on KPIs, variances, and 
corrective actions—no status updates or presentations 
allowed, just numbers and accountability. Complement this 
with a monthly operating review that examines value creation 
levers with functional leaders, producing clear decisions and 
resource allocations tied to exit value. 

The power of early wins extends beyond financial impact into 
emotional territory with stakeholders. When the new COO at a 
tech solutions provider implemented a simple price-lock 
campaign for renewal customers, she reduced churn by 2 
percentage points within six weeks. This not only improved 
revenue retention but also demonstrated her commercial 
acumen to skeptical investors who had questioned her 
technical background. The psychological impact of delivering 
measurable results that align with the investment thesis math 
creates a foundation of trust that buys you time and latitude for 
more ambitious moves. 
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Cementing Credibility 
The final month of your sprint transitions from immediate wins 
to sustainable systems. This is when you institutionalize 
governance structures that outlast your initial impact—decision 
rights, responsibility matrices, and meeting cadences that 
become organizational muscle memory. You convert your 
quick wins into a 12-month roadmap explicitly tied to exit value, 
demonstrating your ability to balance short-term execution with 
strategic thinking. 

The 90-day mark culminates in a Trust Report presented to 
your board. Unlike routine updates, this presentation 
specifically addresses the gap between the investment thesis 
and current reality, supported by data and actionable plans. 
Effective Trust Reports follow a simple structure: what you 
found, what you've fixed, what you're measuring, and what you 
need from the board. This approach directly addresses the 
no-surprises ethos, converting it from concept to practice. 

Private equity firms often view the first 90 days as the 
foundation for the next three years, believing early patterns 
tend to persist. Their replace-or-retain decisions hinge on that 
initial sprint, not out of impatience, but because execution 
habits, leadership style, and judgment all come into sharp 
focus. Leaders who over-promise, ignore culture, or 
mismanage team bandwidth can erode hard-won credibility 
fast. One consumer brand CEO was terminated on day 75 after 
missing his first cash forecast by nearly a quarter, having 
chased growth initiatives before stabilizing working capital. 
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Beyond day 90, your challenge shifts from establishing 
credibility to maintaining momentum. Many leaders experience 
a post-sprint slump when the initial adrenaline fades. This 
emotional dip affects not just you but your entire team, who 
may have been working at unsustainable intensity. Convert 
your crisis tempo to a sustainable cadence that preserves 
urgency without burning out your people. This requires explicit 
conversation about shifting from sprint to marathon mode, 
acknowledging the emotional aspect of the transition while 
maintaining focus on value creation targets. 

Embed continuous feedback loops with both sponsors and 
employees. Weekly investor check-ins can transition to 
bi-weekly, but maintain the discipline of structured updates 
tied to value creation metrics. Eliminate "Management Meeting 
Debt"—the accumulated burden of recurring slide decks and 
reports that consume time without driving decisions. Audit your 
meeting cadence at day 90 and eliminate any forum that 
doesn't directly advance your value creation priorities. 

The Trust-Building Sprint demonstrates your ability to assess 
accurately, act decisively, and build systems that deliver 
predictable results. Each phase builds cumulative confidence 
with investors who are constantly calculating returns based on 
your investment thesis math. Small wins plus transparent 
reporting create the foundation for much bigger bets as your 
PE partnership matures. 

Leaders who establish early credibility earn the strategic 
latitude to pursue their vision rather than operating under 
constant scrutiny. By mapping key stakeholders, delivering 

21 



What Private Equity Wants from the Leaders They Bet On 

quick wins tied to value creation, and institutionalizing effective 
operating rhythms, you transform from an unproven leader to a 
trusted steward of investor capital. The 90-day sprint sets the 
foundation for the strategic initiatives we'll explore in the next 
chapter. 
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ALIGNMENT WITHOUT 
COMPROMISE 
____ 

Having earned investor confidence in your first 90 days, your 
next challenge is aligning purpose with profit. The conference 
room falls silent as Maria, the CEO of a sustainable food 
packaging manufacturer, concludes her presentation. Her 
senior leadership team exchanges nervous glances. She's just 
unveiled a bold sustainability initiative requiring $1.8M in capital 
expenditure to reduce packaging waste by 40%. 

"Inspiring. But we have a 22% EBITDA target by Q3," the COO 
says. "How do we fund this?" 

Maria flips to her final slide, showing how the initiative will 
enable premium pricing that actually increases margins to 24% 
within nine months while positioning for a higher exit multiple. 
"Who says we can't do both?" she asks. 

This moment captures the alignment gap many PE-backed 
leaders face: choosing between inspiring, purpose-driven 
initiatives and the relentless EBITDA demands of sponsors. 
This isn't just frustrating—it's value-destroying. When 
executives treat purpose and profit as competing priorities, 
they miss opportunities to create strategies that deliver both 
simultaneously. 
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The Purpose-Profit Paradox 
Purpose in private equity isn't a feel-good statement; it's a 
strategic position that commands premium multiples. 

Private equity holds leadership to a 35 year clock. Long-term 
purpose programs seem too slow, so many execs publicly tout 
purpose while privately chasing EBITDA. That split leaves value 
on the table. 

The key is selecting a North Star metric—a single measure 
that links mission impact and profit, guiding every decision 
from the boardroom to daily huddles. Unlike standard KPIs that 
measure discrete activities, this metric captures both mission 
impact and financial performance in one compelling measure. 
Maria's team landed on "tons of recycled material processed 
per dollar of EBITDA," simultaneously driving sustainability 
goals and financial discipline. 

This unified metric must cascade through your organization, 
appearing consistently from board presentations down to daily 
team huddles. When purpose remains segregated from 
performance discussions, it becomes window dressing rather 
than a strategic driver. 

4 Signals Your Purpose Statement Is Misaligned with PE 
Expectations 

1. It never appears in the board deck. 
2. Employees can't link it to their bonus metrics. 
3. It requires CapEx with payback beyond the exit horizon. 
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4. It competes with, rather than complements, EBITDA goals. 

When Maria and her company reframed their carbon-neutral 
goal around pricing power (a margin lever), it drove both 
premium positioning and higher exit value. Rather than 
positioning its carbon-neutral pledge as a separate 
environmental initiative requiring investment that would 
temporarily depress margins, they reframed it as a 
pricing-power story, enabling premium positioning with 
eco-conscious consumer brands. The same initiative 
transformed into a margin enhancer that attracted higher-value 
customers and strengthened retention rates—factors that 
directly influenced exit valuation. 

Designing Your Cascading Value Creation 
Roadmap 

A robust roadmap sequences four major levers—organic 
growth, value-based pricing, productivity gains, and M&A—so 
each success funds the next. Early cost savings create the 
capital for growth, which then supports strategic tuck-ins, 
building a true flywheel of compounding returns. 

The sequencing of these levers matters tremendously. While 
inexperienced operators often dive straight into cost-cutting, 
elite PE-backed executives build what I call a waterfall to 
flywheel sequence that prevents initiative overload and 
ensures accountability for specific value creation milestones. 
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Sample 36Month Value Creation Roadmap 

Quarter Lever Initiative Owner KPI 
Expected 
EBITDA 

Impact $M 

Exit-Value 
Rationale 

Q12 Pricing 
Value-based 
pricing 
program 

CCO 

Price 
realization 
vs. prior 
year 

1.8 Immediate 
margin lift 

Q13 Productivity Plant 
consolidation COO Cost per 

unit 3.2 
Cost 
structure 
improvement 

Q24 Organic 
growth 

New market 
entry CRO 

New 
customer 
acquisition 

2.5 
Revenue 
diversity 
premium 

Q46 M&A Tuck-in 
acquisition CEO 

Integration 
milestone 
completion 

4.0 Scale 
advantages 

Q58 Platform 
Digital 
service 
launch 

CTO Subscription 
revenue 3.5 Multiple 

expansion 

 

Organic Growth and Pricing as Quick Wins  

Pricing sprints often unlock rapid EBITDA with little CapEx. At a 
medical supplies company, three 60-day micro-sprints yielded 
$4.2M in six months. Each sprint followed the same disciplined 
approach: competitive positioning analysis, customer 
segmentation, value driver identification, and sales enablement 
training.  
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To avoid wasted motion, assign each initiative a single 
accountable owner and define a clear 'kill switch' milestone. If 
the promised impact doesn't materialize by X quarter, pivot 
resources elsewhere. 

Productivity for Cash Generation  

Productivity initiatives should generate cash that self-funds 
subsequent growth. By directly linking working-capital 
improvements to debt pay-down schedules (deleveraging 
lever), you make these initiatives compelling to PE sponsors.  

The key is avoiding productivity programs that consume more 
management bandwidth than the EBITDA they generate. Focus 
first on streamlining processes, optimizing procurement, and 
improving capacity utilization before pursuing complex 
restructuring. 

M&A with Clear Integration Boundaries  

Acquisitions should generally follow internal optimization, not 
precede it. The best PE operators establish clear criteria for 
add-ons: they must be immediately accretive to EBITDA and 
show synergy potential realizable within 12 months. The 
medical supplies manufacturer waited until they hit their margin 
expansion milestones before pursuing two tuck-in acquisitions, 
ensuring they had the organizational capacity and financial 
foundation to successfully absorb the new businesses without 
disrupting base operations. 

This structured sequencing transforms linear initiatives into a 
flywheel effect, where each success creates momentum and 
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resources for the next initiative, accelerating overall value 
creation beyond what any single initiative could produce. 

Stress-Testing Scenarios and Sustaining 
Momentum 

Even the strongest roadmap can falter without rigorous 
stress-testing and ongoing team energy. Successful PE 
operators build three scenarios—base, stretch, and 
downside—against the exit timeline, showing IRR sensitivity to 
execution delays or market shifts. Set clear trigger points in 
your model so that if leading indicators miss by 10%, the team 
shifts to Plan B without debate. These scenarios become the 
foundation for agile decision-making, with pre-defined triggers 
that automatically escalate roadmap adjustments when trouble 
appears. 

Effective scenario planning requires three core inputs: run-rate 
EBITDA (not trailing), working capital turns, and realistic 
purchase price multiples based on comparable transactions. 
Most PE sponsors prefer simple Excel-based sensitivity 
analyses over complex modeling software, focusing on how 
timing shifts impact IRR and MOIC.  

The CEO at a medical equipment manufacturer demonstrated 
this approach when a major customer unexpectedly departed. 
Within 48 hours, she presented her investors with a revised 
roadmap showing how early productivity initiatives provided 
sufficient cushion to absorb the revenue hit while maintaining 
the path to target returns, albeit with a one-quarter delay. 
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The human dimension remains critical throughout this process. 
Sustaining momentum requires ongoing narrative 
reinforcement. Quarterly "Purpose and Profit" town halls that 
explicitly connect mission impact with financial performance 
prevent purpose drift while keeping teams energized. These 
sessions should rotate functional leaders as storytellers to 
broaden ownership and prevent the CEO from becoming the 
sole voice of the mission. 

"We'll trade a 50-bp margin hit today for a 2 multiple uplift at 
exit every time," explains a veteran operating partner at a 
mid-cap PE fund. "The companies that fail are the ones that 
sacrifice long-term positioning for short-term optimizations 
that don't materially move the return needle." 

Top 5 Fatigue Signals and Quick Interventions 

1. Rising voluntary turnover in high-performers — 
Intervention: Establish targeted retention conversations 
with key talent. 

2. Declining meeting attendance/engagement — 
Intervention: Restructure operating rhythms to reduce 
meeting load. 

3. Increasing variance-to-plan — Intervention: Simplify 
metrics dashboard to focus on fewer, higher-impact KPIs. 

4. Slowing decision velocity — Intervention: Streamline 
approval processes for non-critical decisions. 

5. Decreasing cross-functional collaboration — Intervention: 
Create purpose-linked recognition for boundary-spanning 
work. 
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Transformation fatigue represents one of the greatest risks to 
sustained performance, yet many PE-backed companies push 
forward relentlessly without addressing team stamina. The best 
operators actively monitor for these warning signs and take 
swift action to restore energy before performance suffers. 

Alignment without compromise is about creating mutually 
reinforcing systems where purpose drives profit and profit 
enables purpose, not finding perfect balance. By reconciling 
these dimensions through clear metrics, sequenced roadmaps, 
and resilient execution mechanisms, you transform potential 
conflicts into coordinated action. As we move into Chapter 4,  
we'll explore the dashboards and data discipline that 
operationalize the roadmap you've built here, creating the 
financial transparency that turns strategic intent into 
measurable performance. 

 

30 



What Private Equity Wants from the Leaders They Bet On 

PRECISION IN THE NUMBERS 
____ 

Even a single day's lag in cash collection can cut your IRR by 
0.35% over five years, shaving millions off returns. Yet many 
PE-backed leaders treat financial metrics as reports of what 
happened rather than tools to guide what should happen next. 

Financial metrics should guide every decision, not just record 
what happened. Too often, leaders can't clearly define core 
terms like run-rate EBITDA or cash conversion ratio—gaps that 
quietly erode strategic execution and investor confidence. 

The Three Numbers PE Won't Stop Watching 
As you have learned, your sponsor's exit math hinges on three 
metrics: cash conversion (cash flow ÷ EBITDA, working 
capital turns (how fast inventory and receivables cycle), and 
run rate EBITDA (your next 12 months' normalized earnings). 
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Cash conversion shows how efficiently you transform profit 
into actual cash. PE firms expect at least 90%, meaning that for 
every dollar of EBITDA, at least 90 cents becomes available 
cash. When a medical supplies manufacturer improved their 
cash conversion in one year, it created $4.2M in additional free 
cash flow that accelerated debt repayment by nine months and 
added 0.4 to the final MOIC. 

Working capital turns reveal how efficiently you're using capital 
tied up in inventory, receivables, and payables. Each day of 
improvement in your cash conversion cycle directly builds 
value. For a $100M revenue company, reducing this cycle by 
just seven days typically frees up $2M that can fuel growth or 
reduce debt. 

Run rate EBITDA provides a forward-looking view of earnings 
power, incorporating pro-forma adjustments for recent 
changes and one-time events. Unlike trailing figures, it shows 
what your business will generate over the next 12 months—the 
number PE firms focus on when making investment decisions 
or planning exits. 

These metrics form an ecosystem where small variances 
compound dramatically over time: 

Metric Baseline 
5% 

Impact on 
IRR 

5% 
Impact on 

MOIC 

5% 
Impact on 

IRR 

5% 
Impact on 

MOIC 

Cash 
conversion 85% 2.3 pts 0.3 2.8 pts 0.3 
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Metric Baseline 
5% 

Impact on 
IRR 

5% 
Impact on 

MOIC 

5% 
Impact on 

IRR 

5% 
Impact on 

MOIC 

Working 
capital days 65 days 1.8 pts 0.2 1.9 pts 0.2 

Run rate 
EBITDA $25M 3.6 pts 0.4 3.9 pts 0.5 

IRR/MOIC Sensitivity with 4Year Hold Period on $150M Enterprise Value 

The impact becomes even more striking near the exit. When a 
precision machining company improved their run-rate EBITDA 
from $18.3M to $22.1M in the final six months before sale, they 
created a cascading effect: higher trailing EBITDA plus a 
credible growth story attracted buyers willing to pay a 
premium. The result was a 0.8 higher exit multiple than 
comparable transactions, generating an additional $62M in 
enterprise value. 

Spotting the Trapdoors 
Financial precision starts with recognizing the common pitfalls 
that distort these critical metrics. Data integrity issues 
frequently undermine otherwise solid strategies, creating 
distrust with investors when numbers require frequent 
restatement. 

Watch for warning signs such as flash reports that consistently 
miss final figures by more than 3%, frequent restatements, 
slow monthly closes, reconciliation gaps, sales-forecast 
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misses, inventory write-offs over 2%, or budget variances 
blamed on "timing" for multiple periods. 

Inventory accuracy represents the most common trapdoor. 
When book inventory (what your system shows) doesn't match 
physical counts (what actually exists on shelves), working 
capital appears artificially strong or weak. At a construction 
materials distributor, a modest discrepancy between system 
inventory and actual stock created a $3.7M working capital 
shortfall that wasn't discovered until the quarterly physical 
count—long after investment decisions had been made based 
on faulty data. 

Another frequent trap involves mistaking seasonality for trend. 
Many businesses experience predictable fluctuations that can 
be misinterpreted as sustainable improvements. Without proper 
seasonal adjustments (normalizing cyclical patterns), run-rate 
EBITDA projections become dangerously inflated, setting up 
expectations the business cannot meet. 

Installing PE-Grade Measurement Systems 
Effective measurement systems provide timely insights (weekly 
or faster), maintain laser focus 15 KPIs maximum), and 
emphasize forward-looking indicators rather than historical 
results. The transformation from standard reporting to 
PE-grade measurement requires both system and cultural 
changes. 
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Start by establishing a weekly flash reporting cycle that 
captures critical operating metrics before they impact financial 
statements. These leading indicators should include: 

Minimum Weekly Flash Metrics 

1. Order intake vs. plan (last 7 days) 

2. Daily cash position and weekly change 

3. Production output vs. plan (units/volume) 

4. Sales pipeline conversion rates 

5. On-time delivery percentage 

6. Inventory turns (weekly calculation) 

7. Days sales outstanding (rolling calculation) 

8. Labor productivity/efficiency 

9. Customer returns/quality incidents 

10. Weekly EBITDA flash estimate 

Once your team sees data in near real time, they learn to spot 
problems early. A simple, twice-weekly check-in—no slides, 
just the numbers—can save hundreds of thousands in lost 
EBITDA. At a metal fabrication company, instituting a 
twice-weekly flash call focused exclusively on these metrics 
enabled the leadership team to identify a concerning trend in 
raw material yield three weeks before it would have appeared 
in the monthly P&L. The early intervention preserved 
approximately $380K in quarterly EBITDA. 

The technology supporting these metrics doesn't need to be 
complex. Many successful PE-backed companies operate 
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effectively with enhanced Excel models that incorporate 
automated data pulls and visualization capabilities. More 
sophisticated operations may implement dedicated business 
intelligence platforms like Power BI, Tableau, or Sigma, 
particularly when data sources span multiple systems. 

The key is establishing a "single source of truth"—one 
authoritative dataset that all stakeholders reference. This might 
require implementing data governance charters that explicitly 
define ownership of each metric, calculation methodologies, 
and update protocols. When the metal fabrication company 
established such a charter, disputes about performance 
metrics dropped dramatically, and management meetings 
shifted from debating numbers to discussing actions. 

Turning Numbers into Action 
Financial precision means little without the governance 
structures to convert insights into action. PE-backed 
companies accelerate approvals to days or hours by using 
clear RACI models that assign metric ownership and escalation 
protocols. 

A PE-grade dashboard can produce a weekly flash EBITDA in 
48 hours, rests on one source of truth, lets you quote your 
cash conversion ratio offhand, auto-escalates variances, 
blends trailing with leading indicators, tracks exit-model 
performance in real time, and links operations to finance in 
every meeting. 
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Decision-cycle compression represents perhaps the most 
significant difference between PE-backed companies and their 
counterparts. While traditional corporations might take weeks 
to approve spending changes, PE operations compress these 
cycles through standardized approval matrices: 

Decision Type Time Limit Data Required Final Approver 

OpEx $50K 72 hours ROI calculation Department 
head 

OpEx 
$50K$250K 5 business days Business case + cash 

flow impact CFO 

CapEx $100K 5 business days Payback period + 
strategic alignment CEO 

Capex $100K 10 business days Full business case 
with IRR calculation Board approval 

Pricing changes 48 hours Margin impact 
analysis CCO 

Hiring 
(budgeted) 

24 hours Position in approved 
org chart 

Department 
head 

Hiring 
(unbudgeted) 

5 business days Business case + 
productivity impact CEO 

Sample Decision Rights Matrix 

This governance framework creates accountability through 
systematic variance tracking. When a dental equipment 
manufacturer implemented a tiered variance protocol, they 
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established automatic escalation triggers: variances under 3% 
remained at the department level, 37% required VP review, 
and anything above 7% triggered CEO and board notification 
with a formal action plan. 

Finance isn't the black box in the corner anymore; it's now the 
cockpit of the business. Reducing CapEx approval time, 
accelerating cash cycles, and tightening forecast accuracy 
arenʼt just operational wins. They signal to investors that 
leadership understands the time value of money in a 
deal-driven environment. 

This mindset shift transforms finance from a backward-looking 
reporting function to a forward-looking steering mechanism. 
Companies that achieve this shift typically outperform their 
investment theses by 1520% by identifying both issues and 
opportunities earlier than competitors. 

Master these three metrics—cash conversion, working capital 
turns, and _run rate EBITDA_—and pair them with a tight 
governance framework. With real-time visibility and clear 
decision rights, finance stops reporting history and starts 
driving value. 
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TALENT ON THE CLOCK 
____ 

The door closes behind James, the recently terminated chief 
revenue officer. The CEO of a medical supplies distributor 
stares at the sales figures that sealed his fate: a 27% shortfall 
compared to plan for the second consecutive month. Missing 
sales targets twice in a row threatened the company's exit 
timeline. With investors expecting 22% year-over-year growth 
to hit their targeted multiple, continued forecast inaccuracy 
would devastate both credibility and valuation. 

"We're bringing in an interim next week," she tells her PE 
operating partner. "We can't afford another quarter of an 
inflated sales pipeline." 

"Agreed. Eight weeks was already generous," he replies. "Now 
let's audit the rest of your leadership team. Who else might 
miss the deadline to sell?" 

This exchange highlights a fundamental truth in private equity: 
talent decisions operate on the same unforgiving 35-year 
timeline as every other value driver. Unlike public companies 
where leadership development might span years, PE-backed 
companies evaluate, decide, and act within weeks. The ticking 
exit clock means delaying a necessary leadership change by 
just three months can permanently reduce fund returns. 
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Key Roles That Drive Exit Value 
Private equity owners focus on four roles—CFO, operations 
leader, sales head, and HR lead—because these positions 
directly control the levers that drive value creation. 

Role Why It's 
Mission-Critical 

Key PE Metric 
Owned Immediate Red Flags 

CFO 

Translates 
operations into 
financial forecasts; 
ensures capital 
efficiency 

Cash conversion, 
working capital 
metrics, forecast 
accuracy 

5% variance to 
forecast, slow 
financial close, weak 
cash visibility 

COO/ 
Operations 
VP 

Drives margin 
improvement and 
capacity utilization 

Cost per unit, cycle 
time, inventory 
turns 

Missed productivity 
targets, inventory 
discrepancies, quality 
issues 

CRO/ 
Sales head 

Accelerates organic 
growth and 
maintains pricing 
discipline 

New customer 
acquisition, 
pipeline accuracy, 
price realization 

Forecast variance, 
declining win rates, 
excessive 
discounting 

People/ 
HR leader 

Builds talent density 
and manages 
change fatigue 

Retention rates, 
vacancy duration, 
engagement 
metrics 

A-player departures, 
slow hiring for critical 
roles, rising 
absenteeism 

 

CFO 

The CFO does more than close the books. They translate 
operating results into accurate cash forecasts, manage 
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working capital, and spot margin opportunities that feed 
directly into exit-value models.  

When a healthcare company acquired a medical device 
manufacturer, they identified an early warning sign in their 
CFO's performance: monthly financial closes consistently ran 
1215 days rather than the expected 57. This delay created a 
cascade of problems: board packages contained outdated 
information, working capital remained opaque, and course 
corrections came too late. Rather than hoping for improvement, 
they installed an interim CFO in week eight who compressed 
close times to six days within one month, creating the visibility 
needed to identify $3.8M in working capital improvements. 

COO 

Operations leaders directly impact margin expansion and 
capital efficiency through productivity initiatives, inventory 
management, and capacity utilization. PE firms expect these 
leaders to drive measurable improvement in unit costs quarter 
over quarter while maintaining quality metrics. The most 
valuable operations executives can trace how each percentage 
point of efficiency translates directly into EBITDA growth. 

CRO 

Sales leaders must deliver predictable revenue growth with 
ruthless pipeline accuracy. Beyond hitting targets, they 
maintain price discipline, which is particularly important when 
sales are the primary organic growth lever in the investment 
thesis. PE firms view sales forecasting as a precise science, 
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not an art form, expecting variances under 5% and detailed 
explanations for any gap. 

People/HR Leader 

This often-overlooked role serves as the change-fatigue 
monitor, spotting early signs of burnout before they impact 
performance. They design compensation structures aligned to 
exit value, maintain retention during transformation, and build 
recruitment engines that quickly fill critical vacancies. Without 
this function, even the best strategy falters as top talent leaves 
during intense change periods. 

PE investors watch for a handful of behaviors that signal a 
leader won't meet the compressed timelines: 

➔ Missing forecast by over 5% without a clear plan 

➔ Inability to recite key metrics on the spot 
➔ Blaming outside factors instead of proposing solutions 

➔ Taking more than 48 hours to deliver basic data 

➔ Lacking visibility into leading indicators for next month 

➔ Resisting more frequent check-ins or reports 

The 60-Day Keep-Coach-Replace Audit 
The window for talent assessment in PE-backed companies is 
60 days, not six months. This compressed timeline isn't 
arbitrary—it reflects the mathematical reality that IRR punishes 
indecision. Every week with a mismatched executive 
permanently reduces potential returns. 
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During weeks 14, you gather KPIs for each leadership 
position, hold individual performance talks, conduct structured 
behavioral interviews focused on thesis requirements, and 
calibrate findings with your PE sponsor. This initial assessment 
examines each leader through five lenses: past performance 
versus thesis needs, learning velocity, coachability, fit with PE 
pace, and retention risk. 

In weeks 510, you collect targeted 360-degree feedback from 
key stakeholders, reach keep/coach/replace decisions with 
supporting evidence, develop specific improvement plans for 
"coach" candidates, execute transition plans for "replace" 
decisions, and establish weekly tracking for improvement 
plans. The assessment must rely on evidence rather than gut 
feeling, incorporating structured interviews, rapid feedback, 
and KPI scorecards tied to value creation levers. 

The CEO of an industrial supplies manufacturer faced a difficult 
decision with his COO, who showed strong operational 
knowledge but struggled with the accelerated pace of PE 
reporting. Rather than immediately replacing him, the CEO 
implemented a 90-day coaching plan specifically tied to 
inventory turn targets and weekly cash reporting discipline. 
With focused development and clear performance goals, the 
COO adapted to the PE cadence and ultimately drove nearly a 
quarter of working capital improvement, saving both search 
costs and valuable transition time. 
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Pay-for-Performance and Culture Through 
Change 

Compensation structures in PE-backed companies must 
directly align with specific value creation milestones rather 
than general corporate performance. Variable compensation 
should include explicit triggers tied to EBITDA growth, cash 
conversion improvements, successful acquisition integration, 
or other thesis-specific metrics. 

Traditional equity structures with time-based vesting often fail 
in PE environments where exits may occur earlier or later than 
initially planned. More effective approaches include rolling 
vesting schedules (where equity awards vest gradually over 
time) and milestone-based equity grants (which only vest after 
hitting specific value targets) that incentivize leaders to stay 
through exit regardless of timing. These structures ensure that 
key executives remain focused on maximizing exit value rather 
than optimizing their personal timelines. 

Sample Compensation Design 

Component Time Horizon Trigger Metric Typical % of 
Target 

Base salary Annual Position 
benchmark 

5060% of total 
cash 

Annual bonus Yearly EBITDA vs. plan 4050% of total 
cash 
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Component Time Horizon Trigger Metric Typical % of 
Target 

Short-term 
incentive Quarterly Function-specific 

KPIs 
1020% of annual 
bonus 

Long-term 
incentive Exit-based Enterprise value 

growth 
13 annual cash 
comp 

Retention equity Rolling vest Continued 
employment 

1525% of equity 
pool 

Performance 
equity Milestone-based Value creation 

levers 
7585% of equity 
pool 

 

While driving performance remains paramount, preserving 
culture during rapid change is equally critical. Companies that 
maintain strong cultures during transformation consistently 
outperform those that sacrifice engagement for speed. To 
preserve culture at speed, leaders can hold bi-weekly Q&A 
sessions, empower managers with small recognition budgets, 
run brief pulse surveys, form cross-functional teams for 
high-visibility projects, and host quarterly workshops that tie 
daily work back to exit value. 

The contrast between effective and ineffective approaches 
was stark when two similar-sized portfolio companies 
underwent restructuring. Company A cut 15% of staff with 
minimal communication and lost several top sales performers 
within months. Company B paired necessary reductions with 
equity top-ups for high performers and retained nearly all of 
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their A-players through transparent communication about how 
the changes accelerated the path to a successful exit. 

"I'd rather overpay an A-team than write off a B-team's miss," 
explains a veteran operating partner. "The cost differential 
between exceptional and adequate talent is pennies compared 
to the value gap they create at exit." 

PE-backed companies must also distinguish between "golden 
handcuffs" (retention incentives that vest only with continued 
employment through specific milestones) and "golden 
handshakes" (separation agreements that protect the company 
during leadership transitions). Both have specific applications 
in the talent management toolkit, with handcuffs typically 
reserved for the 1520% of employees directly responsible for 
value creation levers. 

Fast, evidence-based talent decisions power PE returns. In just 
60 days, you must identify who can hit the exit timeline, align 
incentives to value creation milestones, and keep culture 
strong through rapid change. With the right team in place, 
you're ready to harness your board as a strategic accelerator 
rather than a reporting burden. 
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BOARDROOM MASTERY 
____ 

A PE CEO opened his inbox at 8 PM to find a blunt message: 
"47 slides? Revamp by Thursday." Three hours later, his 
calendar pinged with "Emergency Prep Session." Six months 
into his role, he still hadn't mastered the board communication 
that directly impacts value creation. After building the right 
team in Chapter 5, your next challenge is translating 
operational excellence into boardroom fluency. 

Designing the Board Package 
PE board materials serve one purpose: enabling decisions, not 
documenting history. Unlike public company boards focused 
on governance and compliance, PE boards function as 
strategic accelerators focused on value creation. You must 
reflect this difference in every page you present. 

Your board package needs a tight storyline that maps directly 
to value creation levers and exit timeline. Every slide should 
answer one question: "How does this information impact our 
path to exit?" If a slide doesn't tie to EBITDA growth, multiple 
expansion, or debt reduction, drop it from the deck. Establish a 
clear data hierarchy that guides directors' attention: summary 
first, drill-downs second, appendix last. This structure prevents 
burying critical insights beneath mountains of operational 
detail. 
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End every section with a clear tag—Decision, Guidance, or 
FYI—so directors know whether you're seeking approval, 
direction, or simply providing information. This simple labeling 
focuses attention and prevents wasted time discussing items 
that need no action. 

Slide Name Purpose 

Thesis-to-Date Scorecard Compare plan vs. actual on key value 
drivers 

Run Rate EBITDA Bridge Show growth drivers and headwinds 

Cash and Working Capital Dashboard Track conversion ratio and days 
metrics 

KPI Variance Heatmap Flag operational metrics with RAG 
(red/amber/green) indicators 

Strategic Initiative Status Monitor major value creation projects 

Talent Moves and Vacancies Highlight leadership changes and 
critical openings 

Risk Register Address top threats with mitigation 
plans 

Decision Asks Present specific approvals with 
supporting rationale 
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When one company reduced their typical 28-slide deck to 
these core elements, leadership noticed a dramatic shift: less 
time spent clarifying the past, and more time focused on 
forward-looking decisions. The conversation moved from 
explaining results to exploring strategic options—exactly where 
PE sponsors want it to be. 

Understanding board terminology prevents unnecessary 
friction. The Consent Agenda covers routine approvals 
handled without discussion unless specifically requested. PE 
boards typically prefer a one-page Ask Sheet over traditional 
resolution lists, with each decision required, financial impact, 
management recommendation, and space for board disposition 
clearly organized. 

Metric Initial Plan Current Variance Forecast 
Exit 

Exit 
Variance 

Run rate 
EBITDA $23.5M $25.1M 6.8% $42.3M 2.1% 

Cash 
conversion 84% 89% 5pts 92% 3pts 

WC days 67 58 9 days 45 5 days 

Customer 
concentrati
on 

28% 22% 6pts 18% 2pts 

Digital 
revenue % 8% 14% 6pts 32% 3pts 
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Metric Initial Plan Current Variance Forecast 
Exit 

Exit 
Variance 

Employee 
retention 82% 88% 6pts 90% 2pts 

Sample Value Creation Scorecard 

Running the Meeting 
Effective board meetings begin long before the actual session. 
Send pre-read materials 72 hours in advance, allowing 
directors time to absorb information. Schedule a 15-minute 
pre-call with your lead partner to address potential concerns 
and align on meeting objectives. These preparatory steps 
embody the no-surprises ethos, demonstrating you've 
anticipated questions rather than waiting for them to be asked. 

Structure your meeting with a deliberate arc: 

1. Context 15 min) 

2. Forward discussion 40 min) 

3. Decisions + executive session 30 min) 

This progression keeps the conversation productive rather than 
reverting to backward-looking analysis. A tight flash cycle of 
about 10 leading indicators—cash position, order intake, sales 
pipeline, production output, working capital metrics, and 
weekly EBITDA estimates—gives near-real-time warning lights 
between formal meetings, allowing you to enter board sessions 
with confidence rather than anxiety. 
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When delivering bad news, follow a simple protocol: 
communicate early, frame the impact on IRR/MOIC, and 
present multiple corrective options. This approach 
demonstrates both transparency and solution orientation. 
"We'd rather hear about a 5% miss immediately with options 
than a 3% miss after it's too late to act," explains a veteran PE 
operating partner. Consider involving your HR leader in this 
preparation process to surface potential leadership concerns 
early, especially if performance issues might require talent 
changes. 

Visual tools provide essential navigation aids during complex 
discussions. RAG dashboards and risk matrices steer 
conversation toward resolution rather than endless diagnosis. 
These visual cues create natural breakpoints for 
decision-making rather than analysis paralysis. Replace dense 
data tables with color-coded charts that show both status and 
relative importance through size differentiation, enabling 
directors to quickly identify areas requiring attention without 
wading through columns of numbers. 

Issue escalation requires clear triggers and protocols that 
everyone understands: 

Variance Action Timing 

5% to plan Handled by 
management Documented in monthly report 

510% to plan Call with operating 
partner 

Within 48 hours; documented 
plan required 
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Variance Action Timing 

10% to plan Full board notification Within 24 hours; emergency 
meeting if $250K EBITDA impact 

 

Adopt specific communication formats that maintain 
momentum. The 3-sentence verbal update follows a simple 
structure: "What" (the situation), "So What" (the business 
impact), and "Now What" (the action plan). This discipline 
prevents rambling updates that consume precious meeting 
time.  

When a CRO faced a meaningful pipeline shortfall, she didnʼt 
sugarcoat the situation. She opened with a concise summary 
of the gap, quantified the potential EBITDA impact, and laid out 
clear root causes along with corrective actions. By addressing 
the issue directly—highlighting specific interventions like 
leadership changes and sales support redeployment—she 
turned a potential credibility risk into a demonstration of control 
and competence. This structured approach signaled to 
investors that leadership was both accountable and proactive. 

Activating Directors Between Sessions 
The highest-performing PE-backed companies leverage their 
board's capabilities between formal meetings. Begin by 
mapping each director's specific expertise against your 
company's needs, whether talent acquisition, customer 
introductions, or M&A opportunities. This mapping helps you 
tailor your narrative approach for each director's 
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domain—finance-oriented directors might need more cash flow 
detail, while growth-oriented directors might prefer deeper 
market analysis. 

Create a Board Action Tracker that captures commitments 
made during meetings and maintains momentum between 
sessions: 

Commitment Owner Due Date Status 

Intro to Acme Corp Director Smith 5/15 Completed 

Cost benchmark data Operating partner 5/22 In progress 

Sales comp review CEO 6/1 Not started 

M&A target list Chair 5/30 Completed 

 

Review this tracker at the start of each board session to close 
loops and acknowledge progress. Schedule quarterly 
one-on-one calls with each director focused exclusively on 
forward opportunities rather than past performance. These 
focused conversations often yield insights and connections 
that wouldn't emerge in group settings. 

Directors can provide tremendous value through warm 
introductions to target accounts, talent referrals for critical 
positions, due diligence calls on potential acquisitions, 
benchmark insights from other portfolio companies, and 
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real-time market valuation perspectives. When you approach 
these asks with specificity rather than general requests for 
"help," you dramatically increase your success rate. 

While engaging directors as resources, maintain clear 
boundaries between governance and management. The most 
effective operators involve board members as advisors but 
never abdicate decision-making responsibility. This balance 
keeps directors engaged without creating confusion about 
accountability.  

When a tech service providerʼs CEO identified an enterprise 
prospect that could significantly accelerate their SaaS 
transition, he leveraged a director's prior relationship to secure 
a C-suite introduction. This connection ultimately yielded a 
$3.2M annual contract that added $5M in EBITDA and 
contributed to a 0.3 multiple expansion at exit by 
demonstrating the company's enterprise capabilities. 

Each quarter, ask directors to rate preparation quality, meeting 
efficiency, and strategic impact on a 15 scale. This feedback 
mechanism identifies improvement opportunities while 
demonstrating your commitment to optimization. Track the 
percentage of board-initiated actions completed on time, 
targeting at least 85% completion. Companies that consistently 
achieve high completion rates typically see more active board 
engagement and support. 

Effective boards function as strategic accelerators rather than 
oversight mechanisms. By engineering focused information 
packages, orchestrating productive meetings with clear 
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escalation protocols, and leveraging director expertise 
between sessions, you transform your board from a reporting 
obligation into a value creation engine. This boardroom 
mastery represents the final operational capability that 
distinguishes exceptional PE operators as they approach exit 
readiness. 
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FINISHING STRONG 
AND RE-INVESTABLE 
____ 

The exit is where your value creation work pays off—and 
where disciplined execution matters as much as ever. In this 
final chapter, we'll show you how to lock in that value and 
position yourself for repeat backing from PE firms who will 
fight to have you lead their next portfolio company. 

The Exit Runway 
Exit preparation isn't a last-minute sprint but a carefully 
orchestrated process spanning 1224 months. Most exits 
follow a predictable sequence: an initial broker "market check" 
to gauge buyer interest, an internal readiness review to 
address gaps, and finally the formal launch. Your ability to 
maintain operational momentum while preparing for intense 
buyer scrutiny determines whether you capture full value or 
leave money on the table. 

Recent research indicates that delays in private equity exit 
timing—missing optimal launch windows by six months or 
more—frequently result in significant multiple compression at 
exit, with studies showing that prolonged holding periods 
reduce EBITDA multiples and overall returns. Evidence from 
MSCI Private Capital Universe highlights that held assets often 
face higher leverage and margin deterioration, increasing the 

56 



What Private Equity Wants from the Leaders They Bet On 

risk of valuation loss. Similarly, Cambridge Associates finds 
that longer-held PE investments typically grow more slowly and 
generate lower multiples than those exited earlier. This 
translates to millions in foregone value—a powerful reminder 
that timing matters tremendously. 

For a full discussion of metrics like run-rate EBITDA and quality 
of earnings, see Chapter 4. Here we focus on the 1224-month 
exit prep timeline that transforms your company from a 
work-in-progress to a turnkey investment opportunity for the 
next owner. 

The exit preparation divides into three parallel workstreams 
that require increasing precision as you approach the finish 
line: 

Table 1 Exit Runway Milestones 

Exit Phase Finance Tasks Operations 
Tasks 

Commercial 
Tasks 

Talent/ 
Governance 

Tasks 

T18 months 
Implement 
QoE readiness 
review. 

Benchmark 
operational 
metrics vs. 
peers. 

Begin customer 
concentration 
reduction. 

Secure key 
executive 
retention 
agreements. 

T12 months 

Lock the 
financial 
reporting 
methodology. 

Complete 
system 
stability 
investments. 

Launch growth 
initiatives for 
exit momentum. 

Document 
institutional 
knowledge. 
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Exit Phase Finance Tasks Operations 
Tasks 

Commercial 
Tasks 

Talent/ 
Governance 

Tasks 

T9 months 
Conduct 
internal due 
diligence. 

Optimize 
working 
capital. 

Secure 
referenceable 
customer 
testimonials. 

Formalize 
succession 
plans for key 
roles. 

T6 months 

Prepare a 
confidential 
information 
memorandum. 

Complete 
automation/ 
efficiency 
initiatives. 

Analyze 
competitor 
comparables. 

Build a talent 
bench 2-deep 
for critical 
positions. 

T3 months 
Finalize data 
room 
preparation. 

Stabilize all 
operational 
metrics. 

Prepare 
customer 
transition 
communication. 

Develop 
retention 
incentives for 
post-close. 

Close 
Transfer 
financial 
systems. 

Support 
operational 
transition. 

Facilitate 
customer 
relationship 
handoffs. 

Execute the 
management 
transition 
plan. 

 

As you enter the final year before exit, your budget transforms 
from an internal management tool into the "run rate story" that 
buyers will underwrite. This final-year plan must balance 
ambition with achievable precision—buyers discount 
projections they don't believe. The tolerance for variance 
narrows dramatically, with investors expecting performance 
within 2% of the forecast in the six months preceding launch. 

Consider how an auto parts manufacturer executed their 
18-month exit plan. The company systematically reduced 
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inventory levels while maintaining 99.7% fulfillment rates, 
cutting net working capital by four days. This improvement, 
combined with documented pricing power and customer 
retention metrics, supported a valuation argument that secured 
a 0.7 multiple premium above industry averages, adding 
$42M to enterprise value. 

Deal Breakers to Eliminate Early 

Certain issues disproportionately impact valuation and must be 
addressed well before buyer engagement. You need to catch 
and close hidden risks that could derail your transaction or 
trigger substantial price reductions. Historical financial 
restatements, especially those suggesting weak controls, can 
undermine confidence in all projections. Tax exposures or 
contingent liabilities, even if relatively small, often trigger 
outsized purchase price reductions as buyers price for 
worst-case scenarios. 

Red Flags That Trigger Price Chips 

1. Financial restatements within 24 months of exit 
2. Customer concentration exceeding 15% for any single 

client 
3. Working capital inconsistencies across reporting periods 

4. Unresolved regulatory or compliance issues 

5. Key executive departures during sale process 

Involve your board's operations expert early to review 
vendor-due-diligence plans, as discussed in Chapter 6. Their 
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perspective helps identify potential sticking points before 
external parties enter the picture. A clean set of systems—solid 
IP audits, contract novations, and clear ownership 
documentation—not only prevents value leakage but also 
speeds up closing by reducing buyer risk premiums. 

Engineering a Premium Valuation 
Buyers approach valuation through a two-step process: 
establishing a baseline multiple based on industry norms, then 
adjusting that multiple based on company-specific factors that 
suggest future growth potential. Your exit preparation should 
systematically address these adjustment factors to command 
premium pricing. 

Operational levers that consistently drive premium multiples 
include recurring revenue percentage (predictability), margin 
trajectory (expansion potential), scalable systems (future 
investment efficiency), and ESG advantage (risk reduction and 
market positioning). Each of these factors signals to buyers 
that EBITDA will continue growing after acquisition—the key 
consideration in multiple expansion. 

Beyond these operational metrics, institutional capabilities 
demonstrate the sustainability of your results. Unlike 
point-in-time performance, these capabilities show that your 
results aren't dependent on heroic individual efforts but are 
embedded in company systems. 

 

60 



What Private Equity Wants from the Leaders They Bet On 

Table 2 Institutional Capabilities That Drive Valuation 

Capability Value Impact 

Automated financial reporting with 
48-hour close cycle 0.30.5 multiple premium 

Documented succession plans for all 
leadership positions Reduces contingency discounts 

IP protection systems with formal 
defense mechanisms 

Supports premium category 
positioning 

Digital customer acquisition engine 
with predictable CAC Demonstrates scalable growth 

ESG framework with measurable 
impact metrics 

Appeals to buyers seeking long-term 
value 

 

Each operational metric contributes to multiple expansions in 
predictable ways. Increasing recurring revenue by 10 
percentage points typically adds 0.3 to EBITDA multiple. 
Demonstrating a 3-percentage-point margin expansion, CAGR 
generally supports a 0.4 multiple premium. Reducing 
customer concentration below 10% for any single customer 
can add 0.2 to valuation. These relationships vary by industry 
but provide a framework for prioritizing initiatives that 
maximize exit value. 

In addition, linking sustainability initiatives to premium pricing 
can transform what might be viewed as a cost center into a 
competitive advantage that supports multiple expansion. When 
buyers see evidence that your performance metrics will 
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continue improving after acquisition, they're willing to pay 
forward for that future value. 

"We'll pay a full turn more for numbers we believe will keep 
compounding," explains a managing director at a mid-market 
PE fund. This buyer psychology drives the premium for 
companies that demonstrate both strong results and the 
systems to sustain them. 

Institutional Muscle That Buyers Test 

Sophisticated buyers test specific capabilities during diligence 
to verify institutional strength. KPI dashboards that refresh in 
less than 72 hours demonstrate operational control and 
forward visibility. Depth charts for all critical roles provide 
evidence that performance won't deteriorate if key individuals 
depart. 

Buyers increasingly examine these capabilities through 
operational diligence, often bringing in specialized teams to 
assess how deeply these systems penetrate the organization 
beyond the executive suite. They'll interview mid-level 
managers to verify that disciplines like the one covered in 
Chapter 4 Precision in the Numbers) aren't just executive 
talking points but ingrained organizational practices. 

Your people/HR leader, whose importance we discussed in 
Chapter 5, plays a crucial role during this phase by preparing 
talent retention strategies that extend beyond closing. 
Well-structured earn-outs and short-term retention bonuses 

62 



What Private Equity Wants from the Leaders They Bet On 

signal to buyers that you've considered the human dimension 
of transition, further reducing their perception of risk. 

Building a Re-Investable Leadership Brand 
The true measure of PE leadership success extends beyond a 
single transaction to your ability to become a "first-call" 
operator for future deals. This requires you to systematically 
capture your experience and translate it into intellectual 
property that enhances your leadership brand. 

Begin with a structured post-exit debrief and metrics archive 
that documents both what worked and what didn't. Maintain 
these records even when NDAs restrict public discussion—they 
become your personal playbook for future opportunities. 
Cultivate investor relationships through regular check-ins and 
reference availability, recognizing that PE firms frequently 
contact former sponsors when evaluating executives for new 
portfolio roles. 

Communicating win stories without violating confidentiality 
requires careful balance. Focus on process innovations and 
leadership approaches rather than specific financial details. 
Prepare yourself for the next opportunity by aligning with 
funds' deployment calendars—understanding which firms are 
raising capital and which sectors they're targeting positions 
you ahead of formal searches. 

To build your re-investable brand, first capture metrics and 
value creation journey in a personal archive. Then publish 
anonymized case write-ups highlighting transferable insights. 
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Conduct a thank-you tour to key directors who can become 
future references. Offer debriefs to new portfolio CEOs, 
building cross-fund relationships. Finally, update your personal 
scorecard with specific value creation metrics that 
demonstrate your impact. 

One former packaging CEO parlayed his 3 exit into three 
simultaneous board invitations within six months by 
systematically implementing this approach. He maintained 
relationships with his former sponsors, offered coaching to 
incoming portfolio company leaders, and developed a concise 
"value creation story" that demonstrated his specific 
contributions to exit valuation—all without disclosing 
confidential details of the transaction. 

"Great exits create serial CEOs; mediocre ones create 
excuses," notes a veteran operating partner who has backed 
multiple repeat executives. 

Avoiding the Victory Lap Trap 

As exit approaches, many leaders fall into the "victory lap 
trap"—relaxing standards or shifting focus prematurely. This 
often manifests as talent retention challenges during transition, 
especially if key team members feel their contributions haven't 
been adequately recognized. Smart operators implement 
staged retention incentives that maintain team cohesion 
through closing and beyond, particularly when earn-out 
provisions create extended performance requirements. 
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Equally important is guarding culture as integration (or IPO 
processes accelerate. The months following transaction 
announcement but preceding close often see the highest 
employee anxiety and potential culture erosion. Successful 
leaders maintain increased communication frequency during 
this period, with particular attention to frontline managers who 
directly influence retention of critical talent. 

The seven operator disciplines we've explored form a 
comprehensive leadership toolkit for PE-backed success. 
Mastering these disciplines doesn't just maximize a single 
transaction but positions you as a "first-call" operator for 
future opportunities. Finishing strong sets the stage for your 
next opportunity. How will you turn this exit into the launchpad 
for your next PE success? 
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