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About the study

The rise of operational value creation and the
Operating Partner role has been one of the defining
evolutions of the past 20 years in private equity.

With rising financing costs and fewer opportunities for
multiple expansion, these roles are now crucial. Their
efforts can not only drive ROI, but also uncover
unforeseen risks that threaten to derail a deal.

Firms have invested in various models, from in-house
generalist advisors to specialized teams and external
advisors.

The EY Private Equity Value Creation Benchmark
Survey analyzes industry practices in diligence, value
creation initiatives and the staffing and deployment of
operating resources. It examines the types employed,
their allocation, and the merits of different
approaches.
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About the study
Surveybrief

The EY Private Equity Value
Creation survey covers
responses from PE firms on
advisor selection, due diligence
process, value creation
approach, and operating
resource strategy.

The telephonic survey was
conducted during 5th August to
20th September 2024.

The respondents consist of 128
executives from PE firms with $1
billion or more in assets under
management (AUM), with

« 77% of the respondents from
North America and Europe,
and

 68% of the respondents
being deal professionals
(VP/MD)

le of respondent

Asset under management LFY (USD) Primary ro
$1b-$2.49b 33% Deal professional
(Vice President)
$2.5b - $4.9b .
Operating partner
$5b - $9.9b ‘

Deal professional

$10b - $49.9b (Managing Director)
F

$50b - $99.9b ounder

Chief Executive Officer

SlOOb or more (CEO)

— 40%

I 0%
I -
1 2%

1%

Organization HQ country

36%

26%
9% 8% 8% 5y

0,
5% 39

us UK Asia-Pacific Canada Brazil

(AU, JP, CN, SG)

Continental Europe
(FR, DE, IT, LU, NO)

Middle East India

(AE, BH, KW, QA, SA)
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Pre-deal and value
creation areas of
focus




While universal priorities exist, firms take different
approaches to diligence

Sourcing diligence providors

Have mandated
advisors, 10%

Have a list
of
provisords
to select
from, 44%

Sector experience, track record, and price are the most important selection criteria

Sector experience 56%
Previous track record 52%
Price / fees
Relevancy of the specific deal team's expertise /...
Familiarity / experience with firm
Relevancy of overall advisor's expertise / credentials
Personal relationship

References

Advisor's brand in th ketpl
visor's brand in the marketplace mRank 1 WRank 2 mRank 3

3rd party rankings of advisors W% 5%
Other, please specify

Previous track record

Sector experience

Price / fees

Familiarity / experience with firm
Relevancy of the specific deal team'’s...
Relevancy of overall advisor's expertise /...
Personal relationship

References

Advisor's brand in the marketplace
3rd party rankings of advisors
Other, please specify

m We have a list of providers that teams can select from B Teams are given the freedom to select any provider they wish

@ Universal priorities

Sector experience, track record, and value
provided are far and away the most important
selection criteria all firms use when selecting
advisors.

'D_] Two a

Firms are equally split between those with the
freedom to select any advisor they wish and
those with a short list of preferred relationships.
Both models see the same level of unforeseen
risks and similar value creation outcomes
(relative to plan).

° Loyalists - firms with a short list

Loyalists use the same firm repeatedly
and value the relevancy of the specific
dealteam’s expertise. They're also more
price sensitive.

e Specialty Seekers - firms with
freedom to select anyone

Specialty Seekers value deep sector
experience above all else. They hire
people, not firms. They’re less likely to
use the same providors for the diligence
and the post-close work (often/always -
56% vs 79%). They're less price
sensitive and more likely to be satisfied
with the value they receive (49% vs
34%).

roaches
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Are MDs and Ops Partners happy with their firms' approach?

Overall levels of advisor satisfaction

Overall, most firms are satisfied

Satisfaction levels by advisor selection process

Selection criteria for post-close work

Familiarity / experience

52%

with the quality of the team and Quality of deal 72% Quality of deal 66% A
professional team Eoccfiomal . with firm
the level of engagement they professional team 75%
i 0,
TS Quality of deal Price / fees 52%h
professionals’ 66% Quality of deliverable ,

@ They’re less enthusiastic engagement o8 Sector experience St
about the speed of the Quality gf deal 68% 57%
engagement, the post- Quality of deliverable 63% professionals o

engagement 0 Proven track record
engagement outcomes, and 61%
the value they’re receiving. . -
Quality of insights 61% Quality of insights 64% aii:igfzchgfeftfera/"
R A Differences exist, however, Senior advisor bench Relevancy of the specific
M BterEEn e i Overall engagement 5a% enior advisor benc deal team'’s expertise /...
experience

freedom and those selecting P bersonal relationshi
from a list (Loyalists versus Speed of engagement P
Specialty Seekers) Senior advisor bench 57%

References

. . Overall engagement

Loyalists tend to be slightly experience Advisor's brand in the
more satisfied with the overall Speed of engagement 55%

engagement experience.

Post engagement
outcomes
Specialty Seekers are

generally more satisfied with
the quality of the team and the
deliverable; and the quality of
the insights they receive.
They’re also more satisfied
with respect to value for price.

Value for price

Value for price

Post engagement
outcomes

marketplace

3rd party rankings of
advisors

Other, please specify

Il \We have a list of diligence providers we can select from

6 Bl Teamsare given the freedom to select any advisor they wish



The most significant changes are in Cyber, ESG, and IT

Diligence areas for deal underwriting - most important Change in diligence focus areas across years

We incorporate diligence
findings into scenario
analyses, but not our base
case, 8%

' Financial
i Operational and value creation Finameial 95%
0,
' Commercial 96%
We j Product & technolo 9
sometimes oo e 2 ] Commercial o
incorporate Tax
diligence HR diligence
findings into ESG Operational and value creation
our base T
case, 14%
Cybersecurity Tax
Carve-out

Insurance & benefits Product & technology

1
We often or .. . . ! ESG
always Diligence areas for deal underwriting - least important :
incorporate :
diligence e ' Cyber
findi int ! !
mOLJp%;Z © i Insurance & benefits 66% | i
case, 78% ! Carve-out |[EEY/ S /NS0 2% : : IT
1
) ESG i ]
1 oge
i HR diligence ! l
) EmRank 11 ' ili
i Cybersecurity : ! HR diligence
--------------------- 1T - YA mRank 10
Tax D Insurance & benefits
. H Rank 9
Commercial

Operational and value creation
Product & technology
Financial

Carve-out

m Current ®Two years ago



What makes engagements go well? What makes them go

poorly?

When things go wrong, it's most
commonly a function of a personality
mismatch, timelines not meeting
expectations, or to a lesser degree lack
of an actionable implementation plan,
limited clarity in scope, or a perceived
lack of value.

When things go well, it's most
commonly teams that brings the right
skills to the table, and the ability to
construct an actionable implementation
plan.

Reasons engagements go well or poorly (ranked in top three)

% who selected each factor in top three reasons for

0 _ Personality match
40% 7 Table stakes ’y ‘Spee‘j of engagement Deal breakers or makers
35% -
Actionable implementation plan
30% - Clarity of scope Value for pricing 'S
L 2 2
o Mode of interaction of
jus o
= 25% consulting team
0O * Average
= . ) . . ®
o 20% - Support of implementation by Functional expertise of
e L * o0 consultant consulting team
() Communication plan
% ch t Readiness of portfolio
ange managemen R Result orientation of consulting
O ’
g 15% - . company'’s organization team
2
10% -
5% - Pricing updates
L 2
Others, please specify Low influence Differentiators
0% &
0% 10% 20% 30% 40% 50% 60%

% who selected each factor in top three reasons for engagement success

EY



24% of deals experience unforeseen risks - how can you
minimize?

2 4(y Best-in-class firms tend to explore a broader array of value creation levers as part of the
0 of deals diligence process. In particular, capital efficiency, pricing and supply chain.

encounter unforeseen risks, not
identified during the due
diligence phase

=
10% v §

l » Supply chain: The best risk managers looked at supply chain 38% of the time, versus 15% for the worst

Capital efficiency and working capital: The best risk managers spent time and resources on capex efficiency and allocation - 57%
of the time, vs 42% for the worst risk managers. They focused on working capital improvement 57% of the time, vs 38% for the
worst risk managers.

Pricing: The best risk managers looked at pricing 55% of the time, versus 35% for the worst

exposed’ quartile of PE firms
encounter unforeseen risks in
10% transactions; the ‘most

0,
exposed, 45% Better information leads to increased confidence: How often do firms underwrite their value creation diligence into their VC plans? ‘Least
exposed’ quartile vs. ‘Most exposed’

? 6 0/ Sales and commerical acceleration _— 62%
0 RedUCing your Working capital improvement o 46%

51%

unforeseen risks leads to hitting Price optimization "
your ROI targets more Finance andf risk IS o
consistently - firms that do this Overhead streamlining - 41%

achieve target ROI for 76% of Dfigital andf technology - 41%

transactions vs 68% for others. Supply chain optimization o 38%

M | east exposed ™ Most exposed



Finance optimization and topline growth provide surest

path to ROI

On average, PE firms said their
overall value creation thesis

achieved its
target ROI 73%

of the time.

Firms spent an average 7.9%
of planned
annual EBITDA

I ift ( excluding market-growth) on

advisors for value creation initiatives.

10

How often does each value creation focus area, at a minimum, achieve its target ROI?

(Often or always)

Finance related
initiatives +
topline growth
= most likely to
meet targets

Pricing, digital
transformation
and cost
takeout usually
meet targets

These levers
need greater
conviction, and
more attention
/ investment to
be successful

Capital structure optimization
Working capital improvement
CapEx efficiency and allocation
Finance and risk

Sales & commercial acceleration
Tax optimization

Overhead streamlining

Price optimization

Digital and technology

Talent

Supply chain optimization (including
procurement)

Add-on M&A and PMI (post-merger
integration)

ESG
Manufacturing footprint

Carve-out execution

7%

69%

Other areas of post-close focus

FP&A (Financial
Planning & Analysis)

Talent / org
assessment

Data and analytics

Gen Al

14%

80%

69%

56%

EY
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Firms deploy a wide range of resourcing models to support
their portcos: five operational archetypes

Narrowly 4 Specialist G
Specialized

Fund mandate is heavily striated toward a specific
sector, deal type or functional transformation (e.g.
Tech / software). Ops team is aligned to
investment strategy

Growth Investors E

Acquires high potential businesses with a major focus
° on market competition and pricing. Strong
commercial skew
Pursues mainstream LBOs, with senior generalist G
operations resources coordinating external advisors y
throughout the deal lifecycle

Transformational investment thesis. Full suite of
senior operating team resources (i.e. sector,

g a functional and generalists) with execution
S Ext I
Enior =Xterna bandwidth. Comfortable investing in businesses

Internal Ops Team Makeup

Maintains a network of highly experienced former with significant execution challenges e.g.
C-Suite with strong sector specialisations. These operating performance improvement / complex
are placed on PortCo boards carve out. Comfortable enacting Management
change
Generalist >
Operating approach

Management-led

Fund driven -
12 EY



There is no one "correct’” approach, but GPs will/should have
a resource structure aligned to their archetype

Traditional

Senior External

Growth-oriented

Interventionist

Specialist

Definitions

Operating team is relatively
small and skewed toward senior
generalist resources who
coordinate with external
advisors throughout the deal

Similar to the Traditional model,
but leverages a network of
senior specialized operating
advisors, especially former C-
Suite executives with strong
sector specialisations who are
placed on portfolio company

Invest in earlier-stage businesses
with deal hypotheses focused on
significant topline expansion and
operational maturity. Operating

team is skewed to commercial
functional capability, and

Full suite of senior operating
team resources (i.e. sector,
functional and generalists) with
execution bandwidth.
Comfortable investing in
businesses with significant
execution challenges (for

Fund has a highly specific
mandate in the market (e.qg. tech
investor) and therefore
operating team skewed to
specialized sector/functional

lifecycle. - . relatively small with respect to example, operating performance teams
boards and will often support in :
N . back-end management. improvement, or complex carve-
coordinating external advisors.
outs).
B Traditional Senior External Growth-oriented Interventionist Specialist
Y (33%) (14%) (24%) (12%) (17%)
Average advisor
spend (as a % of 8.3% 7.9% 8.9% 4.8% 8.0%
Ebitda lift)
Ratio of portcos
to Ops Partners 4.2 2.8 5.0 2.4 3.7
Playbook? \[e} \[o} Yes Sometimes =

#1 Due diligence
(Always %)

Capital structure optimization
(64%)

Capital structure optimization
(78%)

Finance and risk
(52%)

Sales & commercial acceleration
Working capital improvement
(67%)

Finance and risk
(64%)

#1 Underwriting
(Always %)

Sales & commercial acceleration
(58%)

Sales & commercial acceleration
Capital structure optimization
(GED)

Sales & commercial acceleration
Finance and risk
(42%)

Sales & commercial acceleration
(57%)

Finance and risk
(52%)

#1 Post value
creation plan
(Always %)

Sales & commercial acceleration
(57%)

Capital structure optimization
Working capital improvement
(72%)

Sales & commercial acceleration
(71%)

Sales & commercial acceleration
(73%)

Sales & commercial acceleration
(68%)

Additional
comments

Same advisor for due diligence and
post-deal

NA

Least satisfied with advisors

Picks familiar advisors and
prioritises SC/Manufacturing

Sector experience for advisor,
Talent/HR diligence

e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e et e e e e e e e e e e e e e e e e e



Impact of the Operating Partner

PE firms with a higher ratio of Ops Partners to Deal Professionals tend
to have higher satisfaction with deal professionals, and a better overall
engagement experience with due diligence advisors.

Quality of deal professional team

Quality of deal professionals’

0,
engagement 84%

Quality of deliverable

Quality of insights

Overall engagement experience

Senior advisor bench

_______________JERU

Speed of engagement

I /7%

Post engagement outcomes

M /0%

Value for price

W Average
mFirms with the most Ops Partners (top quartile)

m Firms with the fewest Ops Partners (lowest quartile)
14

Firms with more Ops Partners also tend to hit value creation targets more consistently, with fewer
unforeseen risks along the way.

Number of deal Frequency of VC Percentage of
Quartile professionals to thesis hitting its transactions that
Ops Partners target ROl over encounter
last 2 years unforeseen risks

More

o 2 2.4 70.2% 20.6%

Partners/Deal
Professionals | - c-cc o oo e e e e e e e e e e e e e e e e e e — - —

Fewer
DN
o
=
\l
O
ﬂ
=
w
O
)
S




Comp models need alignment with business outcomes, but
this isn't always the case

Most in-house Ops Partners are
incentivized based on the success of the
overall fund; and a significant minority
have economics tied to the outcome of
specific portcos. Very few are
compensated on specific initiatives.

External resources are largely
compensated on the fixed fee
arrangement, with a little more than half
also including success fees that are linked
to quantifiable KPIs. Qualitative interviews
confirm that the more senior the external
resources are, the more likely they are to
want compensation tied directly to
outcome economics.

We see some dissatisfaction with the way
that Ops Partners are compensated:

1) It's not always aligned to business
outcomes - composed of base level of
annual compensation, paid additional
for board seats, and then some sort
of LTIP. But mix can vary.

2) There's a lack of uniformity,
especially with more senior
professionals - depending on when
someone cut their deal, they could
have a dramatically different comp
arrangement than the next person.

3) There is a desire to move toward a
standardized pay-for-performance
model.

15

On what basis are in-house operating
partners incentivized in their
compensation?

Overall fund - 74%
success
Specific portfolio . 41%
company success

Specific value
creation initiative 9%
success

Others, please

0,
specify =

How are external operating resources

compensated?

Fixed fee

Success fee (linked
to measurable KPIs)

Time and materials

Satisfaction fee
(linked to
assessment of client
sponsor)

Investment
opportunities

Other, please
specify

_- 30%
_I 12%
_I 6%

2%

“I'd like to change the
way they're
compensated for more
pay-for-performance.
We're moving in that
direction, toward a
model where folks that
are on more boards or
have more day-to-day
responsibility are
compensated
appropriately.
Something that better
aligns their incentives
with ours as a fund.”
-MD, US$200b aum

EY
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Firms underwrite diligence findings in value creation areas
to varying degrees based on the lever

How often are you using the same advisors

to support post-close implementation work

that you used for diligence?

0,

0, [ Neve 0
34% Rarely, 8%

Sometimes,
rarely, or
never

66%

EIENS 1
or often

Often, 56%

Always 10%

How often do firms explore vs implement VC areas?

(Often or always implement post-close

100% -
90% - Sales & commercial acceleration
2 =
0 R 0.8927 X N Capital structure optimizatio’
80% - Working capital improvement
*
70% - CapEx efficiency and allocation Finante I
Overhead streamlining Talent K Lo
60% - Price optimization
o FSG‘ > ﬁigital and technology
50% - Tax optimization Add-on M&A and PMI
Supply chain optimization
40% - Tfacturing footprint
L 4
30%
30% 40% 50% 60% 70% 80% 90%

How often are diligence findings included in base case underwriting? (Often/Always)

Sales & commercial acceleration

Working capital improvement

Capital structure optimization

Price optimization

CapEx efficiency and allocation

Finance and risk

Overhead streamlining

Tax optimization

Add-on M&A and PMI (post-merger integration)
Digital and technology

Supply chain optimization (including procurement)
Talent

ESG

Manufacturing footprint

Carve-out execution

17

76%
73%
1%
67%
64%
63%
59%
58%
54%
53%
52%
51%
42%
38%

30%

Often or always explore in the diligence phase

100%

Which of the following are the most important criteria for selecting advisors for post-close work?

Sector experience
Proven track record
Price / fees
Familiarity / experience with firm
Relevancy of the specific deal team's expertise /...
Relevancy of overall advisor's expertise / credentials
Personal relationship
References
Advisor's brand in the marketplace

3rd party rankings of advisors
Other, please specify 1§ 2%

HRank 1
H Rank 2
HRank 3

EY



Where and when do ops resources get involved?

How do firms’ diligence spends typically
compare to post-close spend?

Spend less on post-close

0,
versus diligence 34%

Spend approximately the
same on diligence versus
post-close spend

27%

% with operating resources having significant

Spend significantly more
(2x+) on advisors / value
creation post-close

23%

Totally deal dependent /

0,
it varies widely Lo

18

During the pre-deal and post-deal phases, what areas do operating resources (whether in-house or hired) typically have significant
involvement?

involvement in each area - Post deal

100% 7 Mid-flightreview e Sa(fj"e fetlzvaf;ce pre
and post dea
: @ Execution of 100-day plan @ Value creation, P
90% -® 100-day plan milestone review & Exit readiness
Managing the exit @ Add-on transactions / Y
80% - |
More relevant post-deal |
70% d % /’-\\vmagc ‘\\ 7
& Development of equi;y"story
60% - S * De:a_l,ﬁo(’e"cution
50% - )
Developing the 100-day plag
2
40% - :
Investment thesis ® "
development ue diligence
30% -
20% -
@ Deal sourcing
10% -
More relevant pre-deal
0%
0% 10% 30% 40% 50% 60% 70% 80% 90% 100%

% with operating resources having significant involvement in each area - Pre deal

EY



Digital transformation, tax, carve-outs, and supply chain
are all areas where firms rely more heavily on third-parties

Which value creation expertise resources do you most commonly use for each of the following areas? (In-house resources vs Big 4 vs

Why do firms seek external advisors?
Other external firms)

Expertise that is not

1

T 46% Capital structure optimization 60% 21% 19%
CapEx efficiency and allocation 55% 18% 27%
Working capital improvement 48% 23%
Access tlfnig\;i”uesggyé-specific - >7Y% Sales & commercial acceleration 43% 12% 45%
Overhead streamlining 42% 16% 42%
| ESG 41% 18% 41%
Acgess to an indepenqent, - 13% Talent 39% 7% 54%
third:party perspective Finance and risk 37% 44% 20%
1 Price optimization 35% 14% 51%
Add-on M&A and PMI (post-merger integration) 35% 13% 52%
Additional capacity 9% . R . .
. Supply chain optimization (including procurement) 35% 17% 48%
| Manufacturing footprint 34% 13% 52%
Carve-out execution 34% 20% 47%
Cost efficiencies I 5% Tax optimization 24% 51% 25%
Digital and technology 23% 16%
Other (please specify) | 0% H In-house resources
m A Big Four consultant
J m Other external firms (MBB/Other management consultant/Boutique consultant/Restructuring firms)

19
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Who do firms use to implement various value creation levers?

When they have them, firms utilize in-house resources across most value creation areas. The exceptions? Tax Optimization and Digital and Technology

Big4 most preferred for: Firms working with a list of preferred advisors Firms with freedom to select any advisor Big4 most preferred for:

-Tax optimization

-Tax optimization

-Finance and risk -Finance and risk

-Working capital improvement -Working capital improvement

_ : P Other Boutique consultant Other 5 ) . Lo
Capital structure optimization B o management Boutiee consultant Capital structure optimization

. X In-house  Big consultant (e.g. —~¥ Restructuring firms
B e In-h B Itant (e.g. fi .g., A&M, : - ici i
CapEx efficiency and MAmoUsE  EI3 consultant (e.g. firms (e.g Row % resources Four MBB OV, ATK) (e.g., A&M, Alix) CapEx efficiency and allocation

allocation Row % resources Four MBB OV, ATK) Alix)

-Supply chain optimization Tax optimization Tax optimization

-Manufacturing footprint

MBB most preferred for:

Finance and risk Finance and risk -Supply chain optimization
Worki ital i " including procurement)
Working capital improvement CIXINEICE PRI RIOVEED

Boutique y -Sales & commercial acceleratior
consultant/Restructurin . NP— Capital structure optimization . S

firms for: g I STUET® EIHIPE e P ure optimiz -Price optimization

-ESG CapEx efficiency and allocatior CapEx efficiency and allocation

-Add-on M&A and PMI (post- ESG Boutique s
merger integration) g ESG ;::rr]sultant/Restructurmg firms
-Talent Carve-out execution Carve-out execution )

-ESG
-Carve-out execution

-Add-on M&A and PMI (post-
merger integration)

Add-on M&A and PMI (post-

Add-on M&A and PMI (post-
merger integration)

erger integration
Other management consultant B = )

(e.q. OY, ATK)
-Overhead streamlining

Overhead streamlining Overhead streamlining

-Digital and technology
Supply chain optimization

(including procurement)

Supply chain optimization Talent
; . -Talen
MBB most preferred for: (including procurement) g :
-Manufacturing footprint

-Sales & commercial Sales & commercial acceleration Sales & commercial acceleration

acceleration

Price optimization Price optimization

Other management consultant
(e.q. OY, ATK)

-Overhead streamlining

-Price optimization

Digital and technology Digital and technology

Big4 vs Boutique Talent Talent
consultant/Restructuring -Talent
firms Manufacturing footprint Manufacturing footprint

et
EY
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EY | Assurance | Tax | Transactions | Ad

About EY

EY is a global leader in assurance, tax, transaction and
advisory services. The insights and quality services we
deliver help build trust and confidence in the capital markets
and in economies the world over. We develop outstanding
leaders who team to deliver on our promises to all of our
stakeholders. In so doing, we play a critical role in building a
better working world for our people, for our clients and for
our communities.

EY refers to the global organization, and may refer to one
or more, of the member firms of Ernst & Young Global
Limited, each of which is a separate legal entity. Ernst &
Young Global Limited, a UK company limited by guarantee,
does not provide services to clients. For more information
about our organization, please visit ey.com.

Ernst & Young LLP is a client-serving member firm of
Ernst & Young Global Limited operating in the US.

© 2025 Ernst & Young LLP.
All Rights Reserved.

This material has been prepared for general informational purposes
only and is not intended to be relied upon as accounting, tax or other
professional advice. Please refer to your advisors for specific advice.

ey.com
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