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Hunt How should current CEOs be strategizing
>e°Men - to best perform post pandemic?

Anita Pouplard, Global Practice Group Leader:

In one of its research studies, McKinsey showed that during the
recession of 2007-08, those companies acting with a through-cycle
mindset were best positioned to accelerate out of the downturn.
One key lesson from that experience is that those that moved early
and decisively in a crisis performed best. Times of disruption can also
be times of opportunity. This of course will be easier for firms less
affected by this crisis and with strong cash reserves.

It is no longer a case of “how digital transformation could impact our
company?” but “how fast should we accelerate to full deployment?”.
A significant portion of white collar employees have been able to
continue working from home as companies were able to quickly
provide the necessary collaborative technologies and remote working
policies. This transformation should be applied at the core of any
company and also through the development of new areas of
opportunity. This lock-down period has created new needs, new
expectations, and we are starting to see new customer behaviors

and market dynamics.

Capturing and managing these new growth opportunities will be at
the heart of value creation. Now more than ever, CEOs will need to
have a vision and managerial courage as those changes might require
new skills within the leadership team. In a number of cases, this will
result in an evolution of the organizational practices and structures in
order to create a more collaborative and agile working environment.
CEOs should then work closely with their executive team to identify
critical roles and attract the best talent for those roles.

Anita Pouplard

Managing Partner,

Boyden France

Global Practice Group Leader

boyden




Hunt How has working from home/remote work impacted
===non  the Chief People Officer/CHRO role in the PE sector?

Kathleen Dunton, EMEA Leader:

COVID-19 has accelerated remote work practices to an incredible degree.
In the pre-lock down period, companies were most often unwilling to
consider this option. If we consolidate the feedback from Boyden

clients, we see that a vast majority of their employees would like to keep
the possibility of working from home; companies will not be able to go
back on this option. People like to have the freedom to choose how and
where they work; more conservative organizations will have difficulties
retaining and recruiting their top talents if they demonstrate that they
are inflexible in this.

At the same time, CHROs are telling us that efficiency and productivity
is suffering when it comes to brainstorming, defining a road map or
reinventing new models. As Private Equity companies are under tight
deadlines to perform, they need to carefully consider workforce capabil-
ities and the capacity needed in order to deliver on their business plans.
Knowing that Human Capital is one, if not the single most important
asset a company has, they will need to take three variables into account
— employee motivation, impact on operations and the financial results.

In future, the role of the CHRO / Chief People officer will be even more
critical for defining the company culture and in driving the HR road map
to meet value creation objectives. COVID-19 has increased the sense of
urgency and the need to have modern, business oriented HR people.

The HR function is facing a number of new challenges: they need to be
creative to increase workforce engagement and commitment, to revisit
company policies, define new onboarding processes, implement new tools
while at the same time embracing the absolute necessity of diversity.

Kathleen Dunton

Managing Partner,

Boyden Germany

EMEA Practice Group Leader
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Research shows that organizations with diverse management teams
have EBIT margins that are nearly 10 percentage points higher than
those with below-average levels of diversity. Firms that take the lead
on diversity initiatives can create a virtuous cycle that allows them to
attract strong talent, nurture innovation, and lay the foundation for
sustained growth.

The CHRO / Chief People Officer position requires a more modern
and strategic approach to support the CEO in his/her plans, develop
leaders, and create a culture that can make or break a company’s
ability to meet aggressive performance targets.

BY THE NUMBERS
Lack of Diversity in PE/VB

................................................

1 1 0/ -of U.S. venture capitalists are women, at firms wnh
0 ‘lund sizes >$25 million.

i ofUS venurefrms havefemalparters.
7 %- 01US, venture firms have equal gender representaion.
: § n%';irii.-;ié equity senior roles are heldby .-
. '7'6 / 'o’f'érhé'rﬁiﬁd market private equity and venture capital is
o invested in women-led companies. ;
e iy owned , managing 3.8% of
ndustryassets. :
: 5 / “of PE firms are owned by women, managing 3.4% of
' 0 -'lndusmr assets. '
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..............................................
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Hunt How will CHROs and CEOs impact value

Scaonlon

creation for PE firms post pandemic?

Pouplard: Dunton:

The collaboration and trust between both the CEO and CHRO to To be successful and deliver upon the agreed business plan, the CEO must

guarantee a best class management team will be the backbone of a be able to mobilize all of the organization’s sources of performance.

successful organization going forward. A cohesive unit at the top will A strong CHRO wiill be instrumental in integrating all the performances

lead to a stable organization overall and in a context of the war on levers as far upstream as possible (identifying the opportunities linked to

talent where everyone is fighting for the same profiles, top performers the human factor, the expectations, behaviors and needs of employees

will not only stay, but potential new employees will be more inclined to to nurture and support the strategy of the business. This is why a “People

join an entrepreneurial opportunity and go the extra mile. Success & Intelligence” oriented company takes greater account of the
collective, transversal responsibility, impact and contribution of managers

The value created with this managerial approach would have a great with regard to sources of performance, and in particular human sources

impact on business performance and employee satisfaction. The costs of performance.

and amount of lost time and speed related to replacing a top

performer can be substantial. In one of its articles, Forbes estimated that half the time when portfolio

companies failed to achieve the expected returns, it was due to leadership
issues. To optimize the management team'’s operational efficiency under
strong EBITDA and time constraints, it is critical to address human

capital needs and opportunities as soon as possible. That's where a strong
CHRO working hand in hand with the CEO is vital for the company.
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Hunt In this “pressure to succeed” environment, what is
===non - the importance of maintaining active talent pipelines?

John McCrea, Americas Leader:

Leadership and critical functional executive talent is perhaps the single
most important element in manifesting the success of an investment.
PE requires executives who have superior judgement around the

key drivers in a business. PE needs speedy access to executives with
these skills and mindset. Success or failure of an investment is often
determined by rapid execution in the first 100 days post acquisition.
Having the right people in place can make a huge difference here.
Building and having an effective pipeline enable PE firms to act
quickly to fulfill these needs even on an interim basis.

Many mid-market PE firms are recognizing that we are not simply
“recruiters” who perform a search transaction, but as senior partners
who are intimately engaged with searches, are in fact experienced
experts who can help them optimize the value they gain through
human capital.

This is manifest on an ongoing basis to identify “backable” executive
talent focused on Board Members, CEOs and CFOs, etc., focusing on
capabilities that will “unlock” a potential company investment
opportunity. It is also manifest pre-deal in bringing on subject matter
experts for deal evaluation and due diligence, or doing a talent
mapping in advance of a search opportunity to be ahead of the curve
in anticipation of a potential search.

And it is manifest post deal with potential part-time, interim or
Executive Chairman roles, as well as potential advisors/consultants
when appropriate. We are also called upon on an ongoing basis for
our leadership consulting, team building and coaching expertise.

John McCrea
Managing Partner,
n California
oup Leader

Americas Practice
]
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Lastly there is ongoing work with Partners to understand key issues
with portfolio companies, or with respect to potential investments, to
identify talent ahead of the curve and to provide leadership consulting,
team-building, coaching, mentoring, etc. resources for portfolio
companies.

To do this, we've had to rethink our traditional transactional model
around executive search and engage in a pure partner relationship.

The upshot is that whether it is a traditional search, identifying talent
ahead of a deal, or leadership consulting, all of what we do is about
helping PE firms maximize the value of their investments via human
capital, all of which can give PE firms a significant competitive advantage.

The quality of portfolio company management is the most-cited reason for

deal success and second-most cited reason for deal failure

What are the main sources of deal success for When exits were not as successful, which of the
recent exits you have had? following reasons apply?

Caliber of o
management feam _ %
Differentiated 50
value-creation plan
Solid market growth - 39
Successful expansion across 37
new products or geographies.
Strong alignment between 26
fund and portfolio company
Clearly identified 19
buyers at exit
Meaningful cost reduction .

Ability to successfully take
share from competitors

Other

Note: Respondents could select up to three answers
Source: Bain/Hunt Scanlon survey of PE professionals, October/November 2020 (n=122)

Unfavorable shift in industry
or competitive dynamics

Management team lacks
requisite skills

Macroeconomic
headwinds

Overly ambitious
value-creation plan

Underresourced
value-creation plan

Management team not
fully brought into
value-creation plan
Inadequate plan monitoring
at board level

Deal team not fully brought
into value-creation plan

Other

Report |§eierX




HuAt How have Asian markets performed and what are the

Scanlon

emerging trends, particularly in China?

David Law Man Co, APAC Leader:

Over a year since the covid-19 pandemic started, we have seen the
impact on the secondary market with companies’ valuation.

The pandemic has also shown which companies were “crisis-proof”
being able to perform quite well to very well despite the challenging
environment. Companies with more digital elements were able to grow
faster, as well as their valuation.

The high interest for SPAC has also impacted the PE/VC investment.
Initially there have been mostly interest from US companies in SPAC,
however there has been a momentum and appetite building in the
region for SPAC. The example in Southeast Asia, where tech-focused
startups and unicorns are eyeing SPACs alternative as a more efficient
monetization or exit option, versus conventional IPO. Another example
with Chinese companies having strong revenue growth, high innovation,
and a sizable addressable market, that are looking for new channels for
funding. Investors will be competing to acquire these types of companies
through SPACs.

Regarding industry verticals, healthcare and high tech sectors have been
dynamic Semiconductor has been a prominent sector, in particular with
chip shortage starting to severely impact the automotive industry and
now disrupting the consumer and industrial chip supplies.

David Law Man Co Huge investments are being poured in China in the industry to
Partner, build more capacity as well as building a stronger local supply chain.
Boyden China Huawei has been aggressively ramping up investment in local semicon-
APAC Practice Group Leader ductor companies over the past 18 months through its venture capital
arm, and many PE/VC players in the market have followed suit.
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Boyden’s PE/VC Practice

With more than 40 Partners and their teams across the globe, the
Boyden PE/VC practice group connects PE and VC portfolios with
inspired executive talent strategically relevant to each client’s business.

We leverage the entire Boyden global network reaching the best
talent wherever it is found, and bring a flexible, more creative ‘_'ndst o
to working with businesses seeking transformational Ieaders w 1C
motivate diverse teams to achieve their goals.

boyden

The Right Leadership. Worldwise.™

www.boyden.com
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ABOUT HUNT SCANLON MEDIA

Hunt Scanlon Media is the most widely referenced,
single source for information in the human capital
sector. Our mission is to inform, engage, and
connect you — the most avid members of the talent
management community — with daily news and
expert commentary. We have assembled a team of
trusted, experienced reporters and editors to track
who is making news and what’s driving the market
around the clock. And we have one of the best
management teams in the field.

Hunt Scanlon Media has been defining and informing
the senior talent management sector for over 30
years. Our global staffing intelligence data comes

in many forms: daily newswires, annual leadership
and state of the industry reports, market intelligence
sector briefings, industry rankings and our flagship
newsletter Executive Search Review. Our exclusive
news briefings, interviews, industry trends reports
and rankings, forecasts and expert commentary offer
unique insight and market intelligence as we track
global talent management developments. Since

our inception, talent management professionals
worldwide have turned to Hunt Scanlon Media.

Hunt Scanlon Media’s global news network is the
most comprehensive in the talent management field,
and all of our lead stories, rankings tables, news
alerts, and thought leadership articles provide the
latest thinking in a sector that is highly evolving and in
transition. Our editorial team covers news nationally
and globally, originating exclusive news briefings each
day that provide up-to-the-minute coverage of the
entire talent management and leadership solutions
sector. Today, Hunt Scanlon Media interfaces annually
with more than 20 million human capital professionals
in over 191 countries — from CHROs, chief talent
officers, talent acquisition specialists, company
directors, and top decision-makers in finance, IT,
sales, private equity, and marketing, to the global

leadership and talent solutions consultants who

service them.
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Christopher W. Hunt
President
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FOREWORD

| am delighted to work with Hunt Scanlon Media on
the discussion of recruiting for equity sponsors in the
current state of Covid.

At the beginning of the Covid-19 pandemic there
was understandably a great deal of confusion and
unknown about how long the pandemic would last
and its impact on businesses. In some ways, there
was a strong similarity to the economic crash in
2008. At that time, companies had to figure out what
the impact to their businesses would be, especially
PE and VC backed companies in light of their
holding periods. Several critical questions that faced
sponsors then and now have been how consumers
and businesses might change their buying behaviors
and whether funds would be available for companies
needing equity investments based on economic
considerations?

Different Types of Leaders

One of the biggest similarities from a human capital
perspective that we learned from Covid and during
the economic crash was that companies would need
to recruit different types of leaders. Companies that
were in “growth mode” would typically recruit leaders
with proven track records for driving growth. Equity
sponsors now must recruit and assess executives
who could also understand and execute on the
importance of cash preservation in what could sound
more like a turnaround mentality. This has always
been especially true for the CFO position.

At the start of Covid there was very little interest in
executive search. Equity sponsors and portfolio
companies were internally focused on how to operate
in this new pandemic world. Guidelines around
health and safety rules, transitioning to remote work
forces, hosting Zoom and internal video meetings,
and managing office space were front and center
priorities, just to name a few of the issues confronting
C-suite leaders. Investors and employees at all levels

and from all sides were mainly focused on their
families and the protection of their current workforce.

Heightened Interest in Team Building

Over the past several months we have experienced

a heightened level of interest in team building. There
is now a strong emphasis on recruiting top talent

to lead their organizations through this pandemic

and to prepare the company for the future. One
interesting outcome of the current situation is that the
pandemic has exposed leaders that looked better
than they actually were because of a strong economy.
Management at all levels is now being tested on
having true leadership skills and strategic capabilities.
| believe that sponsors of these businesses have
acknowledged the necessity, now more than ever, of
having strong C-suite leadership.

This has been a great time to recruit excellent
candidate pools for the following reasons:

Accessibility - Reaching out to schedule in depth
conversations with candidates and having the
necessary time to assess your candidates has
never been better. Due to the decrease in travel by
all parties it is easier to schedule time for thoughtful
meetings that are not cut short by countless travel
hours or other time-based conflicts saved by the
pandemic.

Increased Candidate Pool - Many executives

are rethinking their career options. This pandemic
has given executives additional time to reassess
their careers and, as a result, they have become
more open and attentive to discussions about
different career opportunities. Also, the fact that
many companies may not have the ability to survive
has created a highly qualified candidate pool that
might not have existed otherwise. If their current
organizations or industries have been adversely
impacted by the pandemic, this may open their eyes

FOREWORD
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and financial considerations to making a move. As in
any time like this, there are winners and losers.

Interviewing Accessibility - Zoom has become the
new norm for initial and secondary interviews. | have
seen an increase in time spent getting to really know
the slate of candidates because of the convenience
of Zoom. There is also a time and cost savings on all
sides and greater openness to getting to know the
candidate, not just solely by what has been written on
a piece of paper. That said, | still strongly recommend
face to face meetings before a final leadership
decision is made. Although it may be less convenient
under present travel and quarantine restrictions,

there is no substitute for both parties to spend the
appropriate amount of time getting to thoroughly
know one another.

Assessments - There has been an increased
emphasis placed on outside assessments of potential
candidates, partially due to the limitations and
restrictions on meeting candidates face to face. | have
always been a proponent of these assessments, not
in terms of ruling candidates in or out, but to force
enhanced referencing on candidates.

Enhanced Referencing - | have always stated that
the most critical component of understanding the
true capabilities of your future leader is in depth back

spent with the reference, without fear of asking any
question and drilling down on the candidate, is the
most critical aspect of the hiring process. Covid has
afforded these references more time than ever to
thoroughly discuss a candidate’s background and
qualifications. Our clients are relying more than ever
on these overviews and the skillset of an interviewer
has never been more critical.

Relocation - Sponsors are seeing that many
positions are potentially able to work remotely and
that it can be a viable option. My viewpoint is that

it is still early in the game to know if this will work in
many cases and what effect it could have on the
performance of the company and its culture. There
has been increased receptivity to remote working,
but | am still cautious about stating its long-term
effectiveness and advantages at the leadership level..

Although it is always difficult to predict the future from
a short and long-term standpoint, | remain optimistic
about the recruitment of leadership teams in PE and
Venture for the reasons discussed above. This past
year has reinforced that events can suddenly change
our clients’ forecasts. But if history has shown us
anything over the years it is that we are resilient and
will bounce back stronger than ever.

To a great 2021 and beyond!

channel references and references provided by your —John Marshall

candidate. | learned many years ago from a senior CEO

partner of the Sterling Group that the detail and time JM Search
FOREWORD
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EXECUTIVE SUMMARY

Unleashing Leadership
Performance to Boost
Results

Virtually every private equity firm and their portfolio
companies — along with many traditional companies —
had a detailed playbook for how to respond when the
booming economy they enjoyed in recent years finally
reversed course. Everyone knew it would come; it was
just a question of when. Yet it is doubtful that anyone
was prepared for a disruption of the magnitude of the
coronavirus pandemic of 2020. From broken supply
chains to pivoting for conducting business from
home, the upheaval precipitated by COVID-19 has
been unprecedented.

For private equity-owned businesses, there was a
surge of bankruptcies, especially in the travel and
retail sectors. Many portfolio companies saw layoffs,
salary cuts, furloughs and reduced hours. Thousands
of PE-backed businesses, meanwhile, put in for

and received federal small business bailout loans
(followed by scathing criticism in some cases, and a
number of PE firms even returning the money given
the optics.)

Let’s go inside the sector and examine the
fundamental shift underway — and explore how great
talent will continue to enrich returns, create value, and
mitigate risk.

EXECUTIVE SUMMARY
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Like traditional businesses, private equity took

a powerful hit in 2020. A recent report by global
accounting firm Ernst & Young (EY) for the first half
of the year brought the statistical highlights — and
lowlights — of the upheaval into relief:

* Deals fell an eye-opening 63 percent in the
Americas (to $61 billion), and 36 percent globally (to
$180 billion), compared to the first half of 2019.

 Fundraising fell 10 percent, to $348 billion for 1H20
vs. $385 in that period in 2019, a modest decline, all
things considered.

* The number of funds that closed fell by 27 percent
(to 487).

* Exits via M&A dropped by 50 percent year-over-
year (to $107 billion), and volume dropped by 40
percent to 367, from 611 in 1H19.

More than half a year into the pandemic, however,

a picture is emerging of the private equity industry’s
resilience and ability as a whole to regain its footing
and find new and innovative ways to move forward.
Holding periods, for one example, will no doubt be
extended. And alternative avenues for dealmaking are
drawing attention:

“PE investors, which have historically sought
controlling stakes through buyouts, are assessing
minority deals such as growth and PIPE investments
in order to mitigate risk and deploy capital,” said the
EY report. “Minority deals comprised 23 percent of
the total PE deals announced in 2Q20, up from 11
percent in 2Q19.”

A recent report from Fund Evaluation Group

(FEG), a Cincinnati-based investment advisory firm,
said that over time PE firms are likely to be active
with operational turnarounds, corporate carve-

outs, public-to-private transactions and financial
restructurings. “For now, however, private equity firms
are expected to prioritize add-on acquisitions, as

SPOTLIGHT
4 Reasons for Private Equity’s Focus on Talent

Private equity firms haven'’t
historically been known as talent
developers. But the changing
dynamics of the industry are starting to affect how firms

think about human capital. Here are a few reasons for the
newfound focus on talent.

~
<‘* KORN FERRY"®

* Competition - Private equity firms and their portfolio
companies are not exempt from the war for talent taking
place across industries.

* Reskilling - Many portfolio companies are in the midst of a
digital transition that requires talent to develop new skills.

* Optimization - Some private equity fi rms are building
large, global companies that require running talent
development at scale. Others are focused on midmarket
activity. In either area, talent optimization is increasingly
important.

* Risk - The bigger the deal, the bigger the risk.
Miscalculating the talent development costs and benefits
could alter a deal’s investment thesis.

Source: Korn Ferry
these deals are often easier to complete since they
are smaller and less dependent on debt financing,”
the report said. “During the second quarter, add-on
transactions accounted for more than 70 percent of
total deal value. This is a notable increase from 2019
when add-ons accounted for just over 55 percent of
total deal value.”

Renewed Focus on Recruting Top Talent

At the core of PE’s handling of the coronavirus
crisis has been a vigorous focus on leadership,

on both the firm and portfolio company levels.
Beyond the CEO, the roles of chief financial
officers, chief human resources officers, heads of
technology, directors, among others, have all taken
on heightened significance in the face of the crisis,
many in ways that will continue long after COVID-19
is beaten back.

Indeed, private equity had already been shifting
to a greater focus on recruiting, developing and

EXECUTIVE SUMMARY

13





acerfitfude

brilliant people at work®

Disruptive
times demand
brilliant leaders.

At Acertitude, we believe in
the unstoppable power of
brilliant people at work — their
ability to lead during crisis, to
empower a whole team, and
to reshape an entire business
for good.

So our focus is singular:
finding the right individual for
the right role at the right time,
so that they can unleash their
true potential, and yours.

Unleash your potential:
acertitude.com

HuNt Scoanlon|Media

Leadership Intelligence

unleashing higher levels of leadership performance to
drive results. Institutional investors have increasingly
seen portfolio company talent management as a
crucial lever for value creation, risk mitigation and
growth. In recent years, PE firms have been moving
beyond traditional views of human resources to
something more transformative, with heavy emphasis
on talent management and development, culture and
engagement.

“There’s more capital; there’s more capital chasing
deals; there is a heightened sense of competition for
the best management talent,” says Jeffrey Warren,
co-head of the private equity practice for Russell
Reynolds Associates. “So search firms and private
equity firms are having to be really at the top of their
game in order to attract the best leaders.”

Now, as a crisis of historic proportion grips the
world, the value of transformative leaders has never
been more evident. “There has been a redefinition
of what it means to be a leader when you're leading
through a crisis, in this case a pandemic, which

not many executives at the portfolio company/PE
firm level have dealt with before,” says Mr. Warren.
“They really have had to reexamine what their role
is and where they want to spend their time. A leader
in this environment has to have the ability to figure
out where the crisis pressure points are and lead in
a way that is highly empathetic and listening to the
needs of employees and clients. They then have to
pivot quickly, not only in how to lead but in how to
refocus the management team and company on
different activities.”

For example, he says, there may have been a
situation where leaders were thinking strategically two
or three years down the road about their business
“when all of a sudden things got a lot more tactical
over the last several months. So that emphasis on
leadership and redefining what it means to be a
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leader and that combination of empathy, urgency
and agility is something that we're seeing across the
board and even more so in portfolio companies.”

That has led to a spike in demand for new types
of leaders “While there was some initial shock in
portfolio companies, the pandemic crisis has led to a

reexamination by many CEOs and boards around newly

appreciated roles. These could be tech and digital.
They could be supply chain. They could be CFO. They
could be HR or communications, any one of these.”

INSIGHT

How to Attract and Retain Talent for Portfolio Companies

Russell
Reynolds
ASSOCIATES

R

Rule 1) Recognize that leadership is the prime factor in value
creation: In short: value creation is not only about numbers and
conditions, but primarily about talent, teamwork and a high-
performance culture.

includes these 10 rules:

Rule 2) Be clear about your goals: Before the question who are
the right leaders can be answered, investors need to define clearly
where the company is headed. Only after these goals have been
articulated can the requisite talent be identified.

Rule 3) Find your unicorn: We all know that there are no unicorns

— still, you should work towards that magical being that “has it all” as

a benchmark. Aim for it —and then determine on which aspects you
might be flexible.

Rule 4) Tell it as it is — and sell it: At first glance, Private Equity
does not resonate well with everyone. Investors often need to work
on dispelling common misconceptions surrounding the world of

portfolio companies. That is done best by stressing the opportunities

for the candidates

Rule 5) Watch out for stereotypes that cloud your judgement:
Interviewees come in different shapes and sizes. Watch out for
common interview pitfalls. Manage the elements of personal bias
and avoid giving preference to familiar personality types and
communication styles.

Rule 6) Get it right from the start: Plan your on-boarding strategy

and take the time to get it right. Nothing should be taken for granted.

Promote team inclusion. The newbie should undergo regular short-
term checks by management and/or the Private Equity investors.
Follow-ups checks should be undertaken even if expectations on
both sides are met.

What's more, boards must now take a hard look at the
direction of their businesses and who would be best to
fill the top jobs in the future. “If you're on the board of a
portfolio company and your plan is identical to what it
was pre-COVID, then you haven't been paying attention,
because navigating the next two years, maybe longer, is
going to be a much different game. The leader that you
might had in mind as a succession play for your CEO or
a succession play for your CFO or CMO, whoever that
No. 2 was, you've really got to reexamine that. And we
have seen some succession reboots.”

Russell Reynolds Associates is an executive search firm with significant expertise in recruiting premier leaders
for private equity companies. According to the firm, attracting and retaining talent for portfolio companies

Rule 7) Make people want to stay: Every leader (CEO, executive
board, board, investor) should be a trailblazer in establishing and
maintaining an appreciative, attractive culture. Always (try to) be a role
model. Jointly celebrate your own and your teams’ accomplishments.
Provide open feedback — both negative and positive. Accept and
respect any feedback you receive! Be crystal clear that bullying is
unacceptable and will be rigorously sanctioned. Praise exceptional
performance — words are more important than money.

Rule 8) Continually assess talent: Reviewing and building your
talent pool should be a continuous process. Again, this may sound
trivial, but it is neglected in practice. Talent needs to be seen as an
investment rather than a cost: Determine where to invest through
potential-focused assessments. Keep an eye on the market, too,
and use external search processes to identify, assess, and attract
available high-potential talent continuously.

Rule 9) Be prepared to be swift: If things go wrong, the investor
should be prepared to act swiftly. If, for instance, it transpires that
someone is not suited for their role, the investors could contemplate
redefining responsibilities or resizing the individual's duties.
Conversely, it can be counter-productive to exchange key executives
too often — underperformance of an asset can have many causes
and changing management alone is not a cure-all remedy.

Rule 10) Be generous: Attractive remuneration is key to attracting
and retaining high-performance individuals. Ensure homogeneous
compensation structures at the various levels. Ideally, every senior
manager should have skin in the game and be personally invested.
Align the interests of the leadership team with those of the Private
Equity investor for the exit scenario. Define performance targets
clearly and reward exceptional performance generously.
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Nor are the boards themselves immune to the
changes that the pandemic has demanded of
companies. “In many cases we've seen some
lukewarm performance by boards, whether it’s a
public company or a private company, and perhaps
some irritating board dynamics during the peak of
the crisis in late March and April,” says Mr. Warren.
“It’s our feeling that many private equity firms are
taking a look at their boards and saying, ‘Do we need
to refresh this board?’” and taking a closer look at
advisory inputs. And they're asking, ‘How do we get
the expertise we need,” because this environment is
much different. The playbook has changed.”

Responsive and Adaptable Leaders

All of this points to a need for leaders who are
responsive to change, and who can nimbly pivot
when events and the business climate demand it.
Mindy Mackenzie, chief performance officer at The
Carlyle Group, says the need for such leaders is
evident in today’s tumultuous climate. “The COVID
crisis highlighted how much leaders today need to
be adaptable — but change has been a big part of
the CEQO job for years,” she says. “The best leaders
we see across our portfolio excel at responding to
what they’re seeing and hearing — from their own
people, from customers, from other stakeholders —
as they navigate an increasingly dynamic operating
environment. Leaders who cling to a rigid playbook
without adapting will struggle.”

The pandemic, in fact, has rewritten the script for
many portfolio companies in search of talent. Hugh
MacArthur, head of Bain & Company’s global private
equity practice, says that even areas of businesses
that are thriving because of COVID-19—think

grocery store delivery or telemedicine—demand that
companies make huge adjustments or risk losing
customers. “It means that we need a reevaluation of
leadership because we need a reevaluation of the
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strategy or the value creation plan that was in place
when investments were made,” says Mr. MacArthur.
“There are some businesses that are going to be
fundamentally different coming out of this crisis.
What's going to create value in those businesses is
going to be fundamentally different than in the past.”

Competencies and Capabilities

“So the first question that we ask is, ‘Is what you
underwrote when you bought the business, are the
three or four things that you really need to get right
that are your value creation plan, are they still right?
Or are they different now?’ In grocery, for example,
you're going to have to be in the logistics business
now. You're going to have to consider things like dark
grocery stores in low-cost areas where there are no
customers and it's more like an automated warehouse
with pick and pack, and you're going to have to find a
low-cost way to get product at scale into customers’
homes who want to buy that way.”

“You have a whole host of issues, and not every
grocery store senior leadership team understands
the logistics business and understands how to
actually make that work,” says Mr. MacArthur. “That
may mean you need to augment the leadership team
of a grocery chain or it may mean that you need to
change out the team. But we fundamentally believe
at Bain that the core initiatives that need to be
executed upon to create value has to translate into
what jobs are now the most important to deliver on
those and what competencies and capabilities do
we need in those big jobs. If logistics is now going
to be a bigger part of the grocery experience, | need
a CEO who understands that, who can build a plan
to actually go through that change and invest in it
and make it happen, and can build the team that
delivers on it. And if | don’t have an executive who
can do that then | need to consider changing out
that executive.”
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Likewise, many retail healthcare businesses, such

as psychotherapy, primary care physicians, physical
therapy and others have turned to telemedicine as a
means to provide service to remote customers. “Most
networks of physical therapy centers are not run by
people that are extremely sophisticated in delivering
that service via technology,” says Mr. MacArthur. “So
they now need to have that role on their management
team. In industry after industry we are asking

the question, ‘Has this turned into a technology
business?’ Most of them have. In what way? And is it
going to be in a way that's fundamentally important
to that business winning or losing? And do | have the
right capabilities and competencies on my leadership
team to recognize that and build the capabilities
required to succeed in the new normal?”

Not everyone, of course, has had to switch out
leaders of their portfolio companies; many have
reportedly performed admirably. At the same time,
however, PE firms in large part have become more
active in communicating with the leadership of those
businesses to help navigate through the storm.

Dan Hawkins, founder and CEO of Summit
Leadership Partners, a Charlotte, NC-based
leadership and organization development consulting
firm, says he hasn’t seen many changeouts with his
clients. “The devil you know is sometimes better than
the devil you don't,” he says. “But what is happening
is there’s certainly more frequent communications
between the deal team and the CEQ than ever before.
It's not the quarterly board meetings and business
updates anymore. Most are having monthly if not
weekly conversations, and | can tell you, | can think
of a couple where the deal team and CEQ are talking
every other day, especially if the situation is dire.”

Katie Solomon, managing director, talent
management at San Francisco-based Genstar
Capital, which works with middle market companies,
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says her firm has seen some portfolio leadership
changes in recent months, but those were likely to
happen anyway.

Battle Tested

As growth-oriented investors, Genstar Capital tends
to look for leaders who are highly attuned to growth,
says Ms. Solomon. Oftentimes, however, those

individuals haven’t been as battle tested with chop or
tumult as some other leaders, especially at the recent

scale. “But I've actually been blown away by the way
our leaders have risen to this occasion,” she says.

Another reason Genstar Capital has been able to
avoid very many transitions of leaders during these
challenging days has been its longtime reliance

on its network for finding top talent. “We’ve always
gone into most of our hires with a lot of conviction
that these are people that we've worked with before
or they're people our board members have worked
with or they're folks that we have tracked over the
years and built relationships with over time,” says
Ms. Solomon. “We've definitely benefitted from more
of a longitudinal history with people before we've
hired them to our companies, which gives you more
conviction around their and your ability to predict
and feel comfort with the way that they’ll respond to
certain situations.”

All the same, there has unquestionably been
more back and forth in recent months than

before COVID-19. “Our model is to spend a lot of
time vetting and considering the folks that we're
partnering with and really empowering them to
run their companies in a way that we believe that
they’re eminently capable of,” says Ms. Solomon.
“So we've always tried to be really active and
constructive partners to our companies but in less
of a prescriptive way. We've always had close ties
and very close relationships, but with all of this, |
think there has been just that much more cause for
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more informal catchups. With everything changing
in such a dynamic way between board meetings
there’s certainly been a lot more of that, and value of
connectivity across the portfolio as well.”

Q&A
Driving Value By Hiring the Best Talent

John Marshall founded JM Search in 1980 and
has been helping companies build exceptional
management teams for over 35 years. Under
Mr. Marshall’s leadership, JM Search has
grown to become one of the 20 largest retained
search firms in North America and the premier
firm dedicated to serving private equity and venture capital
investors and their portfolio companies. In this interview, Mr.
Marshall shares his expertise on the current state of the private
equity recruiting industry and shares his insights on what he
expects for 2021.

What is the current state of the private equity recruiting
market? Has it weathered the storm caused by COVID-19?
How has business rebounded for JM Search?

From a recruiting POV, the private equity market has started

to regain its interest in and need to recruit leadership. These
firms are still making investments, have an obligation to their
limited partners, and as a result will always need to be recruiting
great talent to lead their organizations. We have observed an
increased receptivity and openness of candidates to reconsider
their current situations in contrast to different opportunities in
the marketplace. Activity appears to be on the rise as deal flow
increases.

At JM Search, there was a noticeable uptick that began in
August of this year and appears to be continuing. PE sponsors
are prepared for what may be a new reality with seismic
changes in the business lifecycle, everything from how business
will be conducted, to managing remote employee populations
and the increasing digitalization of work.

Do you expect that Covid-19 will impact the types of leaders
that private equity firms and their portfolio companies are
looking for? Are there new traits to look for? If so, why?

As a result of Covid, companies have had to re-think the
types of leaders they need to grow their portfolio companies
and, in many cases, to ensure survival. This means recruiting
executives who have different skill sets and leadership styles
that match an individual company’s unique situation. There is
a difference between an executive who can lead a company
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Alice Mann, operating partner with Blue Wolf
Capital Partners, which focuses on middle market
companies, says that increased communication
between her firm and its portfolio leaders has been

through hyper growth versus one who needs to make sure he or
she can sustain the business through this particular time when
the focus may be on conserving cash. Companies are also
having to re-evaluate their business models and, as a result, hire
leadership to support these changes. One of the most frequent
scenarios we see is an existing portfolio company that needs

to hire leadership to support a change in strategy. For example,
traditional retail businesses have become more reliant on
building a digital retail strategy. This requires new leadership in
many areas including marketing, merchandizing and fulfillment.
Communication skills, relationship values, and an ability to
inspire and hold accountability while dealing in a remote manner
are essential.

What are your expectations for the market in 2021?

| still believe that it is too early to know what the state of the
recruiting market will be in 2021. Our hope is that a vaccine

is brought to market that enables people and businesses to
get back to a more normal state of affairs. That said, it also
depends on the specific market segments. For example, health
care-oriented businesses and education technology are two
industries in which we expect to see enormous growth and

job opportunities. As a result, we have continued to build our
competency in these areas. | am confident that savvy leadership
will be needed more than ever. This environment tends to
expose weak leaders who may have been protected by an
exceptionally strong economy over the past eight years

How do private equity firms drive value into their firms with a
clear and concerted effort on hiring the best talent?

Private equity sponsors that are best at optimizing value are
the same firms that recognize the importance of human capital.
Many sponsors talk the talk but may fall short in recognizing
that their leaders are the executives with primary responsibility
to direct the strategic, financial, operational, and commercial
aspects of their businesses. They need bright, capable and
savvy leaders who are fully engaged with the equity sponsor.
The most value is driven when both management and the
equity sponsor communicate effectively and are aligned toward
achieving their common goals.
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vital since the first days of the pandemic. “We
discovered early on that all of our portfolio companies
are essential businesses, whether they are in
healthcare, construction, or paper and packaging,”
she says. “So we had some partial shutdowns, like

a factory in India that closed for several weeks, but
none of our companies closed completely due to

the pandemic. From the beginning, we have directly
addressed the challenges of the pandemic by
meeting more frequently with our management teams
to discuss their COVID-19 risk management and
performance plans, while sharing relevant information
across the portfolio.”

Anne Arlinghaus, a director at KKR Capstone, which
provides operational support to KKR’s deal teams

and portfolio companies, says those businesses have
in large part weathered the storm of the current crisis
without too much damage. “Our portfolio has fared well
through the pandemic, with many of our companies
taking the opportunity to add resilience to their
operating systems, evaluate cost more closely, and
pivot to create new revenue growth avenues,” says. Ms.
Arlinghaus. “In a few cases in particularly challenging
industries, we've become more involved as a result

of the pandemic to support our management teams.
Our governance model really hasn’t changed, though:
we rely on and trust our management teams to make
all the day-to-day decisions, and we partner together

in more strategic decision making, really led by our
management teams.”

Greg Noorigian, senior vice president of executive
talent and development for Revantage, a global
services company that serves Blackstone’s real
estate portfolio companies, says that initially his
firm’s key challenge in the pandemic was how to
continue operating in a remote environment and keep
employees engaged while continuing to drive the
business forward. So it was that Revantage set up
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weekly town halls for employees, allowing colleagues
to hear from leadership on a weekly basis. “Our firm
engagement has soared with this weekly interaction
as our employee base has never felt closer to the
business,” says Mr. Noorigian. “Once we stabilized our
employee base, we met with our portfolio company
CEOs to understand the most important business
needs and reprioritize the needs for the year. We drove
the agenda on what the most critical needs were and
are and keep the progress moving on a weekly basis.”

Premium on Resiliency

In many ways, says Mr. Noorigian, COVID-19 has
been the ultimate test for the firm’s leaders, a
number of whom have gone to great lengths to keep
their teams engaged, injecting a spirit of fun and
comradery into what could otherwise have become
a solitary and uninspired work environment. “We are
seeing some rise to the top and others are simply
not cut out to operate in this environment,” he says.
“It has been amazing to see some leaders get
creative with new ways to engage team members.
We had one company organize a virtual happy hour
and it was a huge success. Many of our portfolio
companies followed suit and have hosted trivia happy
hours multiple times. We had another leader recreate
the Monopoly game with the properties we own and
send the game to each employee.”

Sharon Daley, operating partner, portfolio operations,
at Blackstone, says that her firm has seen a number
of leaders step to the fore during the crisis. “The
ability to lead with vision, engage the minds and
hearts of employees and execute on the strategy

are still core competencies required for any leader,”
she says. “The coronavirus has placed a premium
on the ability to be really resilient, be able to pivot

at a seconds notice and be a problem solver when
there is no prior playbook to reference. Those leaders
who have not only demonstrated these skills, but
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figured out a way to teach these skills to others in
their organization, have really stood out during the
coronavirus.”

Beyond the pandemic, and certainly during it, driving
and optimizing employee performance requires

an ability to convey what the business is looking to
accomplish and what is wanted of them. “Clarity

of goals and objectives is the key to unleashing
performance at our operating companies,” says
Ms. Daley. “Nothing can replace a workforce that
understands where you are trying to drive the
company. Once you have that locked in, the rest is
really execution. This was true before the pandemic
and has become even clearer during the crisis.”

Blackstone, 100, has benefitted from creating an
internal network of subject matter experts over the last
five years to optimize the performance of its portfolio
companies, a decision that is especially paying off
today. “There has been an even greater pull on these
resources over the last six months given their deep
domain expertise, from large scale transformation

to IT, data science, procurement, sustainability and
talent and leadership,” says. Ms. Daley. “The current
crisis has only validated the benefits of our approach,
as demonstrated by both the resilience of the portfolio
during this crisis and the clamoring for additional
resources.”

Bruce Roberson, senior managing director at
Houston, TX-based Sun Capital Partners, which
specializes in leveraged buyouts, says that early in the
pandemic the key challenge was to rapidly pivot from
EBITDA and growth to cash and survival. “There was
an equal focus on health and safety protocols and
risk management on top of that,” says Mr. Roberson.
“Now, the focus is on pivoting back to EBITDA and
growth, but with some new cost savings banked and
some new plays needing to be run (e.g. more Zoom
rather than belly to belly selling in B:B settings).”
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The key to optimizing employee performance,
however, remains unchanged: “It is still all about
alignment around a handful of key priorities so
that the crush of the urgent doesn't drive out the
imperative of the valuable,” says Mr. Roberson.

Q&A
How CHROs & CEOs are Creating Value for PE Firms

Anita Pouplard and Kathleen
Dunton lead Boyden’s global and
EMEA private equity practices
respectively. The two bring
numerous years of experience

as trusted advisors to C-Suite
executives and board members. In
this interview, Ms. Pouplard & Ms. Dunton discuss a number of shifts they
are seeing in marketplace due to COVID-19

Anita Pouplard

Kathleen Dunton

How should current CEOs be strategizing to best perform post
pandemic?

The coronavirus pandemic has been a catalyst for change in several
dimensions: economic, societal, personal, and corporate. Companies
are facing new challenges for which they were not prepared, the
economic impact of COVID-19 has pushed the need to reimagine,
reshape and reinvent the future while at the same time keeping the right
momentum for maximizing the exit multiples. While driving a company
in such uncertainties, Private Equity funds not only expect CEOs to
adapt to new circumstances, but also take decisive actions to put the
company on the best possible track.

Explain the shift in qualities that Boyden is seeing as it hunts for
new CEO talent

Agility, resilience and a clear ability to adapt to rapidly changing
economic and business scenarios has become increasingly important.
This is not to say that these have not always been characteristics of
true leaders, however we expect that they will gain in importance over
obtaining and maintaining pure growth. PE firms and their portfolio
companies that are facing immediate financial and cash management
challenges, will have a critical need for executives who combine these
leadership skills with proven experience in managing in a recession
and restructuring business while developing strategies to not only
manage the crisis but also deal with unforeseen risks and grasp hidden
opportunities.

How has working from home impacted the chief people officer/
CHRO role in the PE sector?

People like to have the freedom to choose how and where they work;
more conservative organizations will have difficulties retaining and
recruiting their top talents if they demonstrate that they are inflexible
in this. At the same time, CHROs are telling us that efficiency and

“Fewer companies are changing hands at materially
below-market valuations,” he says. “Generating
great equity returns today is more about having
extreme clarity around the value creation thesis and
corresponding management agenda - and driving

productivity is suffering when it comes to brainstorming, defining a
road map or reinventing new models. As private equity companies

are under tight deadlines to perform, they need to carefully consider
workforce capabilities and the capacity needed in order to deliver on
their business plans. Knowing that human capital is one, if not the
single most important asset a company has, they will need to take three
variables into account — employee motivation, impact on operations
and the financial results.

In future, the role of the CHRO/chief people officer will be even more
critical for defining the company culture and in driving the HR road map
to meet value creation objectives. COVID-19 has increased the sense of
urgency and the need to have modern, business oriented HR people.
The HR function is facing a number of new challenges: they need to

be creative to increase workforce engagement and commitment, to
revisit company policies, define new onboarding processes, implement
new tools while at the same time embracing the absolute necessity of
diversity.

How will CHROs and CEOs impact value creation for PE firms post
pandemic?

Until very recently, the CHROs function in PE portfolio companies was
often either missing or seen as a less important part of the business
and not represented in the management committee. Over the past

few years however there has been an increased recognition of the
importance of this role and its contribution to success both within

PE organizations themselves, as well as in the portfolio companies.
COVID-19 has made it very apparent that having a strong HR function is
critical to not only retaining and developing talent, but now more than
ever in order to maintain good communication, develop and ensure
alignment between company values and employee beliefs as well as
ensure employee safety. This said, the collaboration and trust between
both the CEO and CHRO to guarantee a best class management team
will be the backbone of a successful organization. A cohesive unit at
the top will lead to a stabile organization overall and in a context of

the war on talent where everyone is fighting for the same profiles, top
performers will not only stay, but potential new employees will be more
inclined to join an entrepreneurial opportunity and go the extra mile.
The value created with this managerial approach would have a great
impact on business performance and employee satisfaction. The costs
and amount of lost time and speed related to replacing a top performer
can be substantial.
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that - than it's ever been. Similarly, digital enables an
increasing portion of those theses, whether from ERP
conversions that unlock speed or digital advertising
that ungates customer acquisition.”

Organizational Health Assessments

M. Andy Caine, executive partner, with Frazier
Healthcare Partners in Seattle, which provides
growth and venture capital to healthcare companies,
says that with multiples up, private equity firms must
drive more value creation earlier in the hold period if
they expect to continue delivering distinctive returns
for LPs. “What you are seeing is private equity firms
bring more capabilities and functional experts to the
table,” says Mr. Caine. “It is not enough to just have a
former CFO and Lean/Six Sigma experts as operating
partners. Now firms have Al and data experts, ERP
implementation experts, payer relations experts,
digital marketing experts and human capital teams
that can drive value in more ways. PE firms that are
not building those capabilities in house are going to
get left behind.”

Delivering optimal employee performance starts

with creating strong organizational health at each
company, says Mr. Caine, which his firm measures
in a deliberate manner. “Organizational health
comes from a combination of strong leadership,
strategic clarity, performance management, and
supportive work climate than results in sustainable,
high performing cultures,” he says. “We view
organizational health as a leading indicator of
operational and financial performance. Organizational
health assessments are a core part of our diligence
workstreams when looking at potential investments —
and where we see gaps, we address them within the
first 100 days of ownership. *

In September, McKinsey & Company released
a report, “Why Healthy Institutional Investors
Outperform,” which sought to understand PE
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employees’ perceptions of their organizations’ health
and its driver, which were then examined relative to
investment returns. Nearly 5,000 employees at 23
global institutions that collectively manage nearly

$4 trillion in assets were surveyed. Across all of the
institutions, McKinsey saw statistically significant
positive correlations between investment returns and
talent acquisition, talent development, and use of
outsourced expertise. The study also concluded that
a focus on talent management may be at least as
important as compensation, if not more so.

“Hiring exceptional people is of course a big part of
success—but helping them develop and thrive is

also vital,” says the McKinsey study. “It suggests that
when an institution’s leaders involve and empower
employees through communication, consultation and
delegation, great things happen. Those qualities have
never been more important than now, when COVID-19
has not only affected the investment environment

but also challenged how investors operate—and
underscored why their work is so meaningful.”

Emily Azevedo, vice president of talent for San
Francisco-based Mainsail Partners, a growth
equity firm that invests in fast-growing bootstrapped
software companies, echoes that outlook. When
asked about achieving optimal performance, she
points to talent first and foremost. “Focus on talent is
key,” says Ms. Azevedo. “It always has been, but the
role of the PE talent partner has evolved significantly
over the years. Today, you can see a blend of
organizational consultant and executive search
recruiter, tailored to the needs of the fund/portfolio.
The crisis had enabled us to optimize investments

in different geographies by going ‘all remote’ or
accessing remote talent from different parts of the
country. | predict you will see this as a trend going
forward — job specs will designate a time zone versus
a preferred city, for example.”

It has also paid dividends for Mainsail Partners in

the face of the current crisis. “Our portfolio has been
both resilient and resourceful during this trying period
of adjustment,” says Ms. Azevedo. “I've been quite
impressed with the overall response, which can
largely be attributed to the quality of talent in place at
the executive and board level. At the same time, this
has been a great opportunity to up-level our board
composition. We've added four new directors to the
portfolio, who have been instrumental in lending a
hand and jumping in where needed.”

Intricately tied to talent in optimizing performance

is culture. “A strong culture leads to high overall
employee engagement and employee performance,”
says Ms. Azevedo. “Companies who have not done a
good job building/ strengthening their culture before
the pandemic are struggling even more in times like
these.”

Ms. Arlinghaus, of KKR Capstone, says that her
firm has seen a certain shift in how it drives optimal
performance in recent years. “There has been
increased focus on top-line growth in order to drive
outstanding returns — it is rare that we are investing
behind a thesis that doesn’t include a large top-line
element,” says Ms. Arlinghaus. “In the valuation
environment that we have been in for some time
now, you have to be able to drive growth in order to
justify the multiples we have seen deals get done
at. We focus a lot more on the technology at our
companies — no matter what industry they are in,
and we also focus more and more on making sure
that we have the right talent. That all being said,
operating efficiency is table stakes in terms of optimal
performance and so we still make sure that it's
addressed as well.”

Bianca Coulter, CEO of London-based Coulter
Partners, a global search firm that focuses on life
sciences, says that depending on the business
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model and stage of investment at which a new
leadership-level hire is made, the emphasis on
adding value very fast can vary considerably. “If

the hire is a replacement for an underperforming
person, or an addition/change due to an inflection
point ahead (exit for example), the immediate impact
is expected to be considerable and visible fast,”
says Ms. Coulter. “Certainly we find that if a PE fund
or PE backed business comes to us for a C-level
change/addition, the expectation of impact on value
is high and the stakeholders will normally have

tried hard to find what’s needed by making internal
changes before risking bringing someone new in
from outside. It seems generally to be thought that
a C-level hire takes six months to ‘find their feet’ and
start showing impact, 12 months to demonstrate
measurable value contribution, and then has their
most important impact in years two and three, so

if a change in ownership/exit is expected in less
time than three years, a key hire needs to be very
impactful indeed!”

Annie Paydar, global head of human capital for global
growth equity firm General Atlantic (GA), says that

it is critical that the people the firm hires, the capital
partners with whom it partners and the entrepreneurs
it supports, share its core values. “To this end,
partnership and collaboration are key attributes at
GA, both in driving performance internally and within
our global portfolio,” says Ms. Paydar. “We work
alongside visionary entrepreneurs, partnering with
them during critical phases in their careers to help
them tackle challenging periods in their company’s
growth. The same is also true internally; we know that
teamwork, a global mindset, and collaboration across
sectors and geographies is key to driving successful
investment decisions and leveraging the GA

network to create new opportunities for our portfolio
companies and employees.”
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INSIGHT
Overcoming Diversity Issues in Private Equity

SpencerStuart

Diversity is a major topic of conversation in the private equity community, and it's easy to see why: There simply
are few women and people of color serving in lead investment roles across the industry. For example, a 2019

study by the data analysis firm Preqin found that only 17.9 percent of private equity employees worldwide are
women, the lowest figure of any asset class. A variety of other studies, including separate ones by Deloitte and Stanford University, point to

low racial and ethnic diversity in the private investment universe.
How to Increase Diversity

» Connect with the talent pool - There is an opportunity for the
private equity community to connect with a more diverse talent
pool, but it requires focus and effort — which only stem from a
long-term commitment.

Support the pipeline - It's easy to interview only the most obvious
people from the same schools and pathways. But by casting a
wider net from the start of your recruiting effort and digging a bit
deeper, firms can engage a more robust and diverse talent pool.
These efforts can start early — at the graduate or undergraduate
level — by collaborating with organizations devoted to embedding
diversity in business, like SEO (Sponsors for Educational
Opportunity) and Toigo.

Consider targeted senior-level hires - If you look around your
boardroom or look at your website and notice that everyone looks
the same and their bios read the same, you may be craving some
more diversity. Looking outside your company’s walls to bring in
new senior talent can help set the right tone and encourage others
at lower levels to follow.

“At GA, we believe partnership is central to driving
performance within our global portfolio,” Ms. Paydar
says. “We work side by side with our entrepreneurs;
our success is dependent on their success, and

we are committed to supporting them throughout

all phases of their company’s growth. We are also
deep believers in a global, innovative mindset and
knowledge sharing, and we strive to leverage our
four decades of expertise to help drive decision
making. These skills have not changed as a result of
the current crisis, but have rather become even more
magnified and meaningful.”

In many ways, it is that mindset that has helped
drive the ascension of private equity in recent years.
Earlier this year, Spencer Stuart released a report
that addressed the industry’s ability to learn from

» Exercise creativity and openness during hiring - Building more
diverse teams will require some unconventional thinking on
the hiring front. You have to expand your vision and open your
team’s mind to different profiles and how they may complement
your existing team. That means being open to hiring people who
are more senior, more junior, or from different arenas such as
consulting, public markets investment, or corporate development
or operating roles.

Remember that retention is as important as recruitment - Building
an inclusive culture, creating strong people development and
embracing workplace flexibility are central ingredients to success.
Make sure your diversity hires know they work for people invested
in keeping them and helping them thrive. This includes giving
them the right experience (deals, boards and special projects)

and feedback along the way. It also means flexible policies that
balance the workload across the team as individuals go through
different stages of life (new children, aging parents, etc.). And it
means forging a culture that embraces true authenticity and invites

everyone to share his or her point of view. Source: Spencer Stuart

past crises, leading firms to become more hands-
on with their portfolio companies. A big part of

that involvement called for deeply evaluating talent
and finding new ways to unleash higher levels of
leadership. “A critical component of this approach
has been to apply more rigorous assessment to the
management team and especially the CEO,” the
Spencer Stuart report says.

Many firms have institutionalized the assessment

of management teams during the first 100 days
following a deal, giving them deeper insights into their
new investment. “This allows them to plan and shape
the right support structure around the management
team and apply the full range of the investor’s

new functional capabilities to position the team for
success,” says Spencer Stuart.
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SPOTLIGHT
3 Major Trends in Talent Assessments

How have talent assessments evolved since
COVID?

We have observed three major trends in the last five months:

1. The first is obvious. Assessments are now 100 percent remote.
Yes, they can be fully remote and have been quite effectively
actually. Assessors are becoming more skilled virtually and
candidates are becoming more effective interviewers. We
have found that our half day in depth interviews are best when
breaking into a 2-3 sections with breaks to ensure minimal Zoom
fatigue. It's important to ensure the candidates feel comfortable
during the process. We have found no negative impact on our
assessment insights or the candidate experience when careful
measures are taken. It does require greater advanced preparation
for the assessor on the role’s key deliverables, success attributes
and truly understanding the strategic context.

2. The next trend is how talent assessment insights and
recommendations are derived. The assessment world has
historically over-relied on the 4-hour Critical In-Depth Structured
Interview (CIDS) which greatly weighs on past successes and
failures as the best predictors of the future. No one has ever
led a business a business through pandemic and racial crises
simultaneously ever. Past performance is a data point for

A challenge unique to private equity investors is
ascertaining whether a CEO and management team
can work openly and collaboratively with their new
owners. Spencer Stuart asks: “Can they adapt to
that private equity firm’s particular approach and
make full use of the support provided to them? Or will
they maintain a distance to their owners and fail to
maximize the value of the expertise available? If not,
the incumbent CEO will underperform, regardless of
their capabilities.”

In a separate study, Spencer Stuart looked at the
timing of, and reasons for, changing out CEOs

in portfolio companies. The report concluded
that a great deal of value was being lost due to
underperformance, with private equity investors

Dan Hawkins is the CEO and founder of Summit Leadership Partners. He advises boards, CEO'’s, investors, and business
leaders on strategy execution and value creation through leadership and organization performance. In this interview, Mr.
Hawkins shares his expertise on how talent assessments have been impacted by the COVID-19 virus.

predicting future performance however it is incredibly incomplete
in today’s world. Assessment approaches have become much
more comprehensive to include psychometric and cognitive
tests. We combine our interview insights with additional data
personality, emotional intelligence, critical thinking and derailing
behaviors. When appropriate, standardized 360 feedback is also
incorporated. Hiring decision makers are demanding a more well-
rounded, definitive point of view.

3. The third trend we have observed is a significant increase in
internal assessments for key players on the management team.
Investors want insights on the CEO and his/her team’s ability to
scale amidst a dynamic economic environment. While hiring at
the top in general is slower than pre COVID, understanding the
current leadership’s strengths, gaps and probability to deliver on
the investment thesis is essential. Our internal talent assessments
are often communicated as ‘Development Assessments’ and
help individual leaders determine where and how they must
grow, and investors can ensure they are betting the right
horse. Furthermore, these assessments have instrumental in
accelerating team function and performance. Team 360’s are
often integrated into the talent assessments to improve not only
individual performance but also team impact.

Source: Summit Leadership Partners, Dan Hawkins

forced into a large number of unplanned CEO
changes. More than half of these occurred in the later
years of the deal, from the third year onwards.

“Some research suggests that having the wrong CEO
in situ after the first year is a major reason why deals
underperform and typically leads to longer hold times
and lower returns,” Spencer Stuart says. “With all the
new assessment capabilities and functional expertise
at their disposal, private equity firms should be more
successful than they have been at identifying the right
CEO in the first year and supporting him or her to be
a success.”

Dan Hawkins, of the consulting firm Summit
Leadership, says that his organization has seen a
drop in external assessment work since the pandemic
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struck, which makes sense given the slump in hiring.
But internal assessment work is up. “Our internal
talent assessments are at least double what they were
before the pandemic,” says Mr. Hawkins. “Everyone
wants to take a look at the existing talent pool that
they have.”

What investors are often finding, says Mr. Hawkins,
are certain deficiencies in leadership that can hold
portfolio companies back. “When we find gaps in the
succession or the CEQO succession or succession

to the management team or even gaps on the
management team, it's usually around strategic
mindset and growth, decision-making and building
organization capability for growth,” says Mr. Hawkins.
“We've got a lot of good operators, a lot of great
leaders; they're fairly tactical, but not enough that are
really helping the company get to that next level of
growth.”

Talent Enlightenment

“One of the things that’s happening from a leadership
development standpoint is that because of the
pandemic people are not going to training classes
anymore. People are not going off to Harvard and
Wharton to attend their executive development
programs. So executive coaching is also on the rise,
because it's real time, it can be done anywhere, it
can be done virtually. These days you can't fire your
way to success. I'll give PE a lot of credit. That was
their model for many years. But over the last couple
years, and certainly maybe even the pandemic has
put a light on it, that developing leaders for success is
another smart business investment and move.”

Scott Gregory, CEO of Hogan Assessments, a global
provider of personality assessment and leadership
development services, says he has likewise witnessed
a more enlightened view of talent by private equity
firms. “What we have seen over the past three to four
years is a really increased intensity of focus on are
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the question of, ‘Are we really hiring the best people?’
and ‘Are we using the most sophisticated process?’
Historically, interviews were the primary and may still
be the primary selection tool used, but | think there’s
been a lot of more sophisticated thinking about,

‘Are we making the best predictions we can? Are we
using the best science to hire the right people?’ Over
the past three or four years this area has seemed
particularly salient and growing.”

“Secondly, there has been a much more thoughtful
approach about the team, not just the CEO of

a portfolio business but the leadership team

as a whole,” says Mr. Gregory. “Do they work
together? Do they have shared values? Do they
have complementary skills?” No longer is the CEO
considered the end all of a company’s performance
and success. “It is contextually who is on the team,
how does that CEO interact with that team, how does
the team work together? A much more holistic focus
on the leadership teams has emerged.”

Respect and Admire

Heightening the pressure to find great leaders is a
growing focus on the mission and impact of portfolio
companies. “That doesn’t mean that every company
is a healthcare company that’s working on a vaccine
or a non-profit that is caring for people,” says Ms.
Solomon, of Genstar Capital. “You can be in a profit-
making enterprise but still have a meaningful positive
place in the world and have an impact that people
can feel connected with. What | have noticed with
Millennials is their wanting to focus more on ties to
something bigger. We've seen that especially in a lot
of our companies that have a younger workforce. But
| think that’s been broadened through COVID, and
through this time, and through everything that’s been
happening in our world with the appropriate attention
on social justice and equality, and just all of that

infusing people’s work life, not just their personal lives.
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As a result, there’s even that much more premium
on the leadership of our companies, that people
are going to give 150 percent for a leader that they
respect and admire and one who inspires them to
want to get out of bed and bring their best self to
work each day, and all of the research supports that
as well”

Q&A
Private Equity Talent In Japan

Casey Abel has over 12 years of experience

in the human resources services industry,
including 10 years of experience in executive
and technical search in Japan and the broader
APAC region mainly specializing in automotive,
energy, IT and private equity markets. He is

a member of the Board for HCCR and concurrently oversees
business development. In this interview, Mr. Abel shares how he
assists private equity firms with their talent and hurman capital
needs in the Japanese market.

What specific work does your firm do to assist private equity
firms in adding value through talent/human capital?

Our core talent acquisition focus in the private equity sector
centers on two major areas of search including CxO searches
post acquisition by the fund and larger-scale dedicated delivery
solutions focusing on the strategic acquisition of upper middle
management, as well as niche technical resources. We have
also begun supporting clients with services outside of our core
search capabilities including areas such Employer Branding,
Search Scoping, Onboarding Solutions, Acquihire Solutions, etc.

How has COVID-19 impacted private equity recruiting in the
Asia Pacific market?

Over the short run there was a direct hit to recruitment plans as
executives in the portfolio companies and their counterparts in
the funds scrambled to get a grip on the impacts of COVID-19
on their business operating plans. From our perspective, April,
May and much of June was mainly consumed by contingency
planning, cost reduction and calibration of value creation stories
taking into account the new set of realities that COVID-19 has
caused. The macro story in much of the region still seems intact
long term and if anything, COVID-19 may have a net positive
impact on private equity activity in the region as countries and
companies look to not only optimize their existing structures, but

“We've seen that with companies where you bring

in a great new CEO and its maybe been a sleepier
organization before or more complacent culture and
you just see everything pop in a way that you wouldn'’t
have expected before,” says Ms. Solomon.

“One of my colleagues who's a member of our
strategic advisory board likes to say that the best

also look to strategically invest and grow through the crisis. One
thing is certain, the importance of Asia in the global economy
seems to be rising and private equity activities will continue their
positive trends over the medium to long term.

What are you expecting for 2021 overall?

Although it is hard to predict, certain countries in Asia such as
Japan continue to have historic shortages of talent and we feel
that once companies get a grip for what their forecasts will look
like that strategic talent acquisition activities will rebound quickly.
We are already starting to see a thawing of search-related
activities specifically in Japan at this moment and expect to

see continued robust demand in the region given the structural
challenges that exist here.

What specific challenges do you feel are unique to the
Japan market when it comes to CxO calibre recruitment in
the private equity domain?

CxO searches in Japan pose some difficulties. The first being
the extreme shortage of executives with the requisite experience
and capabilities to operate in a private equity environment with
clear time-constrained value creation initiatives that need to be
executed. Management in Japan tends to view business over

a much longer term and there is a strong propensity to value
harmony over conflict in the c-suite, which does not necessarily
translate well to a time-constrained value creation story that
requires a decisive capacity to make difficult decisions in a short
period of time. The private equity sector in Japan also carries

a bit of a negative connotation for many candidates who feel
that the funds are like vultures simply trying to maximize profits
with little or no regard to the actual business and its employees.
There are many factors that have fed this stereotypical mindset
in the region, so funds and portfolio companies often increase
efforts in courting, educating and attracting talent.
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leader isn't going to make a five percent difference,
it's a 500 percent difference,” she adds. ‘I think we've
always seen that but it's especially true now.”

Talent’s Ability to Create Big Value

So it is that the executive search industry has its work
cut out for it when conducts searches for talent for
private equity portfolio companies. Leaders create
value in many different ways, and it is no longer a
matter of matching someone who has performed
well in a similar situation, who checks off the boxes
of basic skill-sets, to any given role. “It's not just a
single, silver bullet, hire whose presence magically
creates enterprise value,” says Dennis Grady, director,
finance, risk and strategy, for Spire Search Partners,
which serves the financial services community.
“Talent’ has to refer to a team of people working
together within a particular culture/environment that
supports and enables the achievement of business
goals. Talent as such is a particular culmination of
skills, motivation and creativity that generates value
when the goals that have been set are achieved

and profits are increased. That talent can create
value in a number of ways; overcoming hurdles,
designing and implementing solutions, opening new
markets, building market share, outperforming the
competition and growing revenue in a cost controlled
environment.”

Likewise, Matt Hamlin, managing director at
PierceGray, a retained search firm for private equity
and Fortune 1000 companies, says that talent’s
ability to create value is a big picture matter that goes
beyond any one individual. “The value generated by
a company is almost completely dependent on the
uniqueness of collective capabilities, experiences
and motivations of its members,” says Mr. Hamlin.
“Growing and maintaining the right talent should be
at the top of every company’s business strategy.

To leverage talent to create value, it is important to
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understand: 1) How individual roles contribute the
overall business strategy. 2) Where value is created

in the organization, and 3) What competencies are
needed to drive change and/or fill gaps in the existing
organization. Identifying core criteria that support the
success of the business strategy is critical. Matching
talent with the right roles and continuing to assess
and reassess over time will help create capability
alignment that results in value creation at both at the
leadership and operator levels.”

Sense of Urgency Among Top Recruiters

With private equity firms under growing pressure to
make their deals profitable, executive search firms

in turn are feeling increased urgency to find just the
right talent and assess that talent to fit. “There is
intense competition in the private equity industry,
and the process of executive search is accelerating,”
says Kevin Logterman, executive vice president with
Slayton Search Partners in Chicago. “Search firms
are continuously striving to raise their game, they
are thinking outside the box, working with clients to
improve their search processes, evaluate talent, and
complete a number of other activities. Shortening the
time it takes to find the right talent, without losing the
quality, is the most critical challenge right now.”

Rick DeRose, co-founder and managing partner for
executive search firm Acertitude in New York City,
says that the stakes of finding such leaders requires
search firms to dig deeper to serve their clients,
even before their recruiters start talking to prospects.
“There is tremendous pressure to find better talent
faster,” says Mr. DeRose. “And to get it right the first
time. Getting a great leader into a position quickly
has tremendous impact on profitability for our clients,
S0 as a result, executive search firms are intrinsically
under pressure to deliver.”

“Connecting our clients — whether PE sponsors or
portfolio companies — to the right talent rapidly and
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accurately demands extreme ownership, discipline
and deep experience on the part of our team,” he
says. “We have a strong view that the upfront work
we do on a search sets the tone for the rest of the
search. So we follow a series of rigorous steps —
as early as during the pitch itself — to build early
momentum and calibrate around talent. We are
willing to do work upfront on our own to give our
clients the edge they need.”

Another important consideration for profitability is
speed. “Optimizing profitability rides on getting the
right team in place fast,” says Mr. DeRose. “Strategic
PE firms know that assessing talent during the due
diligence process and/or in the first 90 days is critical.
We have seen companies move slowly with CEOs
and absorb extremely high consulting expenses to
make up for a lack of capability, only to decide a year
later that they do not have the right person onboard.
This crushes profitability because you essentially
lose an entire year. While you do not want to rush
talent decisions, you also don't want to be indecisive.
S0, assess leadership as early as during the due
diligence process, again in the first 90 days, and then
get the right talent onboard in the first three to six
months. No later!”

Scott Page, a founding partner and a managing
director of New York City-based Solomon Page, which
finds senior-level executives for top-tier global financial
institutions, says recruiters know full well that hiring

the wrong person can have severe consequences,
especially considering the limits of PE firm hold times.
At the same time, failing to replace someone who is
failing to get the job done can likewise be damaging.
“The cost of a bad hire to a PE portfolio company is
substantial; both the monetary costs associated with
the hire in addition to the time and energy invested

in an individual, which ultimately proves to be the
wrong fit, is significant,” says Mr. Page. “However,

BY THE NUMBERS
What PE Firms Seek in Portfolio Company CEQs

84 Laser focus on value creation

63% A builder and leader of strong teams

52% Increasing sense or uregency

Source: Acertitude

holding onto an unfit employee is just as, if not more,
expensive. The 2020 pandemic has proven the need
for strong executive leadership within private equity is
more important than ever before—organizations are

not settling for unfit leaders.

“Companies that hold on to an employee that’s

not the right fit or going in the right direction is

doing everyone a disservice, bringing down both
the company’s profitability and the employee’s
morale,” says Mr. Page. “Firms must choose the right
relationships and treat them in the right way, and not
discard the others but move on from them in a way
that’'s considerate but not counterproductive. When
a firm is holding onto an employee that’s not right fit,
it brings the overall business objectives and goals of
the organization down.”

For executive recruiters, establishing and maintaining
active talent pipelines is crucial. “It is very important,”
say Michael Semark, a partner with Boyden Australia,
and John McCrea, managing partner of Boyden United
States, in California. “Leadership and critical functional
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executive talent is perhaps the single most important
element in manifesting the success of an investment.
PE requires executives who have superior judgement
around the key drivers in a business. PE needs speedy
access to executives with these skills and mindset.
Success or failure of an investment is often determined
by rapid execution in the first 100 days post acquisition.
Having the right people in place can make a huge
difference here. Building and having an effective
pipeline enable PE firms to act quickly to fulfil these
needs - even on an interim basis.”

“We are seeing several PE companies actively
pursue pipeline strategies — some more formalized
than others,” say Messrs. Semark and McCrea. “In
some cases PE firms are working with us to compile
a bench of subject matter experts (SMEs) to be able
to plug into their portfolio companies as needed,
help in the evaluation of potential investments,

and sometimes move into interim, fractional, or full
time roles with the company. Other PE firms work
with us on an ad hoc basis to identify a pipeline of
potential candidates in advance of making any given
investment to be prepared to move quickly with a key
leadership transition, as well as assure the firm of the
viability of the deal.”

“We are currently working with one firm to work

with all of their portfolio companies - initially to
assess needs for now and the future,” say the
Boyden leaders. “Then recruit those needs as the
circumstances dictate, and then continue to work
with the portfolio company to identify other potential
pipelines as business changes dictate. Being involved
early - before a formal search is required - allows us
to build pipelines in anticipation of the need, act more
quickly when the need arises, and take advantage

of opportunistic situations where the ideal talent is
available now, but might be off the market when a
formal search might be initiated.”
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BY THE NUMBERS
Lack of Diversity in PE/VC

11%

of U.S. venture capitalists are women, at firms with
fund sizes >$25 million.

of U.S. venture firms have female partners.

7% of U.S. venture firms have equal gender representation.

of private equity senior roles are held by

70/ of emerging market private equity and venture capital is
O invested in women-led companies.

of PE firms are
industry assets.

, managing 3.8% of

of PE firms are owned by women, managing 3.4% of
industry assets.

0
5%
of VC dollars flow to

Source: Caldwell

Mayank Parikh, a partner with Chicago-based
Hanold Associates HR & Diversity Executive
Search, says that because of the shortened
timelines and high expectations in private equity,
it is critically important that PE firms have both a
deep bench of talent and a nuanced understanding
of what it takes to succeed in one of their portfolio
companies. “PE firms who are confident in their
ability to assess for potential and understand the
cultural nuances within their portfolio companies
can maximize the value of a retained search
because it allows for a speed and accuracy that
wouldn’t otherwise be possible,” says Mr. Parikh.
“More and more PE firms are investing in internal
talent teams, building out their assessment
methodologies and establishing strategic
relationships with search firms so that they have a
very high degree of confidence those they bring in
to their portfolios are set up for success.”

“Known quantities who can reliably deliver results are
obviously incredibly valuable, but proactively building
out the pipeline of emerging leaders who have the
right capabilities and skill-sets is also critical towards
sustainable success,” says Mr. Parikh. “We've even
started seeing PE firms expand their relationships with
their strategic partners in executive search by asking
them to proactively identify talent and help build out
their pipeline for the future.”

Bernard Layton, managing director for executive
search firm Comhar Partners in Chicago,
emphasizes that pipeline strategy is balanced

with the needs of the moment. “Generally what we
counsel clients on is if they have a particular business
thesis where they think there’s either a roll up or
growth opportunity in a particular sub-market, it
behooves the private equity firm very early on in the
thesis building (well before there was a pipeline of
acquisitions to be done in that space or a platform
acquisition that’s going to lead to additional bolt-
ons),” says Mr. Layton. “Long before that happens,
it’s important to understand the characteristics of

the talent in the industry, to do some talent mapping
and see who could be available, determine what the
definition of talent is, and the characteristics of the top
10 performers in a particular market or sub-market;
and then ultimately manage their acquisition of team
to achieve as high as possible against the dynamics
of that particular thesis market that they want to go
into, without viewing those people under the lens

of other markets that they have been in in the past.
And that tends to be why you see private equity firms
have a specific focus. A lot of reasons are there, but
generally talent, their knowledge of talent, and the
requirements of talent in their particular thesis area is
critically important.”

The skill-sets and types of candidate behaviors that
PE firms and their executive search partners look for

EXECUTIVE SUMMARY
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to optimally build out these roles are wide ranging.
In a number of ways, the pandemic has only added
to the qualities that portfolio company leaders must
bring to the table.

“I know it's common sense in the current environment
but more than ever, our clients need individuals that
are self-motivated and can thrive independently,” says
Kevin Mahoney, managing partner for New York City-
based Bay Street Advisors, which specializes in the
financial services industry. “Many of our clients are
very proud of their ‘investment culture,” but how do
you maintain that culture when everyone is working
remotely? We're finding more of our clients asking
themselves the question: Can our own people be
successful, independent thinkers while still playing

a role within the broader team? Those that can are
driving businesses forward despite the challenging
environment. Many have even become more
innovative than in the past because they no longer
feel confined to their firm's prevailing team structure
or business model — they’re stepping out, literally and
figurately, and taking an objective look at the market,
investments and even their own firms to come up
with solutions that otherwise would not have come to
them. As for those that struggle to have that level of
independent thought and motivation — something that
is often stifled by fears of failing in front of our peers or
superiors, and lead to the belief that there’s protection
from the herd — there may not be a place for those
individuals in the ‘new normal’ of financial services.”

John Hoagland, a Boston-based partner for

private equity search specialist firm Vardis, says

the enumeration of key skill-sets and candidate
backgrounds is the starting point for any search
process. “It represents the absolute minimum, table
stakes if you will, required to make a successful hire,”
says Mr. Hoagland. “It is far too easy for a search
processes go sideways when these become rote, the

recruitment version of “round up the usual suspects.”
For an experienced recruiter, the challenge is not to
find the similarities from project to project, but what
makes each search engagement unique.”

“We start with the board’s investment thesis, horizon,
and value creation model and have these dictate
skill-set and background requirements,” says Mr.
Hoagland. “Together these constitute what we term
the Leadership Thesis and work to ensure that it
forms the basis of the entire process from research
to referencing. It is essential that we understand what
makes each investment unique in order to answer
whether a particular candidate will be able to deliver
against our client’s investment thesis.”

“While the Leadership Thesis should be unique,

we find common qualities and characteristics in
those who are successful in private equity,” says Mr.
Hoagland. “The research on this topic by Steven
Kaplan from the University of Chicago (referred to
by Fortune Magazine as ‘probably the foremost
private equity scholar in the galaxy’) is compelling.
We screen for those characteristics identified in

his research and have found strong correlation

with private equity success in executives whose
backgrounds demonstrate high levels of persistence,
proactivity and efficiency. We refer to these
characteristics as “Private Equity DNA.”

“Finally, we believe that any consideration of the
recruitment process which focuses strictly on the
evaluation of candidates misses the broader point: If
the recruitment process is not robust enough to get
top players to the table, of what value are the best
screening and evaluation tools?”

Will Busch Ill, managing director of growth strategies
for FMG Leading, a management consulting firm in
San Diego, CA, offers a useful checklist of qualities
found in optimal hires:
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a. Optimism and determination — Ability to
successfully lead self, teams, organizations and
customers through extreme periods of uncertainty
and success; effectively becoming a center of
gravity for top talent, customers and strategic
partners.

b. Confidence — Ability to have extreme self-
awareness, leveraging past experiences
(successes and failures) to make sound decisions,
quickly with little information that ultimately
enhance overall value creation.

c. Entrepreneurial Agility — Ability to spot and
capture new opportunities faster than your
competitors; also knowing how to thoughtfully flex
the business model in stride to respond to market
risks/opportunities.

d. Strategic Thinking and Creativity — Ability to
organize assets and activities to create sustainable
competitive advantages.

e. Change Leadership — Ability to translate
strategy into action across and down through an
organization, effectively anticipating and mitigating
the organizational performance risks that erode value
creation.

Of these, says Mr. Busch, “optimism and
determination” is the most challenging to gauge
beforehand. “Like grit, this is hard to assess upfront,”
he says. “This is almost certainly most clearly
observed during one’s leadership journey. However,
there are ways to get an early indication on one’s
talent in this area.”

Umesh Ramakrishnan, co-CEQ of Dallas, TX-based
Kingsley Gate Partners, says that more than
functional expertise the best hires he has made

for his firm or for clients are the ones that can do
three things really well. “The first two are thinking
strategically and then articulating that strategy so that
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it’s understandable by anybody who is not of their
function,” says Mr. Ramakrishnan. “The third thing
which makes this person rise to the top is executing
that strategy successfully. That's the common thread
between all best hires.”

“Another would be to ensure the optimal hire has

a proven referenceable track record showing the
execution of the skill that is required,” says Mr.
Ramakrishnan. “Do not hire an executive based on
hypothetical situations. The worst hires are made
when the candidate is a strong articulator of strategic
thought, and he/she answers the interviewer’s open-
ended question with stories that will convince them of
things they are about to do but have never done. An
executive should provide you with concrete examples
of what they have done related to that specific skill.”

An optimal hire should also have the ability to think
and see issues through the eyes of others around
them. “For example, if a chief marketing officer can
look at a problem through the eyes of a chief financial
officer, and provide him/her with information that
makes their work easier, that person would qualify

as a really good hire,” says Mr. Ramakrishnan. “The
best executives that I've noticed are always the ones
that do not shove their knowledge and experience on
you, but rather make you feel comfortable within your
sphere by giving you information that would be more
relevant to you than to them.”

Dan Charney, president and CEO of Direct
Recruiters, in Solon, OH, says that he and his team
spend most of their time working with growth equity-
backed firms in which the pressure is high to get

a return on every dollar invested. “As a result, the
common trait(s) that | think lead to an optimal hire

is an ‘entrepreneurial mindset,” says Mr. Charney.
“Being successful in a growth firm requires a
candidate to have the ability to readily swap back and
forth between being the strategist and then rolling up
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his/her sleeves to execute tactically. There is very little
room in these types of firms for someone who gives
orders but isn’t willing to lead by example and move
the needle.”

Mr. Charney works with many growth companies

in which the founder in many cases is still the CEO.
“We often get involved at the inflection point when a
company has brought on professional money and
the governance that goes along with that, with a
charter to grow quickly,” he says. “The challenge is
often getting the CEO extricated out of a lot of the
key functional areas that they have been involved
with since the firm'’s inception. The biggest obstacle
to a successful placement is assessing whether

the candidate has the EQ and soft skills necessary
to ‘'manage’ the founder and to get their support
and buy-in to implement the changes they were

INVESTMENT SPOTLIGHT
PE Firm Takes Majority Stake in Bullhorn

Stone Point Capital, a private equity firm
based in Greenwich, Conn., has taken a
majority stake in Bullhorn, a provider of
software to recruiting firms, to power the
next phase of the company’s growth. The hope is the investment will
speed up the staffing and recruiting industry’s embrace of digital
transformation. Terms of the transaction were not announced. Stone
Point Capital will have a representative on the company’s board.
Insight Partners and Genstar will remain investors in the Bullhorn
business.

invenias:

by Bullhorn

“We are very excited to be working with the team at Stone Point as we
enter the next phase of Bullhorn’s growth,” said Art Papas, founder
and CEO of Bullhorn. “We have a tremendous opportunity to help

the global staffing industry execute on their digital transformation
strategies, and Stone Point’s experience and industry expertise will
be invaluable as we grow the company to the next level. We're also
happy that Insight and Genstar will remain investors, as they have
been integral to helping us more than double our revenue over the
last three years.”

Chuck Davis, CEO at Stone Point Capital, said: “We are excited
about the long-term opportunity to work with Bullhorn. We are in

the early stages of the industry’s adoption of digital transformation
initiatives, and we couldn’t be more excited about partnering with an

hired to drive. This can be a very volatile time if the
founder/CEO is not entirely bought into the change
and candidates regularly feel like they are stuck in a
position where they are ‘calling the CEQO’s baby ugly.’
If the candidate can’'t manage this period effectively,
that key relationship can deteriorate quickly and the
success of the placement will quickly be up in the air!

Leadership Predictors

Jonathan Guest, partner at Wilton & Bain, points out
that many key skill-sets are tied to the specific role as
well as the maturity of the business, be it pre-revenue,
hyper-growth of mid-large cap where there is more
scale around people, processes and technology.

“As a general rule of thumb however, the majority of
funds that we've partnered with would agree that the
best judge of a candidates potential future success is
what they have delivered in the past, with that in mind

experienced team that knows the industry, their customers, and how
to build a business with a deep focus on customer experience.”

“We're thrilled to announce this investment by Stone Point in
Bullhorn,” said Deven Parekh, managing director at Insight Partners.
“While we weren't actively seeking new investment, Stone Point’s
deep experience in the finance and staffing industries and their
strong conviction in Bullhorn makes them an incredibly valuable
partner for the journey ahead. Bullhorn has and continues to
outperform our projections as they help staffing firms digitally
transform all aspects of their operations.”

“Despite the current macro-environment, we continue to find that
great companies attract interest from leading investors,” said Eli
Weiss, managing director at Genstar Capital. “It's been great to work
with Art and the team, and we're looking forward to continuing to be a
partner through this next phase of growth.”

Stone Point’s sector expertise in recruiting and financial services

will help to guide Bullhorn’s continued momentum with its pay and
bill solutions, which allow recruiting firms to align their sales and
recruiting teams with finance and operations on a single platform that
unifies operational and finance information. Stone Point is already

an investor in one of Bullhorn's fastest-growing partners, Prism HR,
which provides an integrated payroll and benefits solution.
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there is no better tool to rely on than past experience
as a predictor for required future performance,” says
Mr. Guest. “We therefore benchmark and scorecard
candidates on data driven outcomes that can
demonstrate value creation within their given field/
function.”

“Behaviorally, particularly in mid-market investments
the ‘player coach’ traits are important,” adds Mr.
Guest. “Senior executives used to bureaucracy,
hierarchy and delegation we often steer away from.
In an ever competitive market particularly where we
focus in Technology, your top team can make or
break the three-to-five-year exit outcome. Finding
authentic and collaborative cross functional teams
who communicate well can turbocharge outcomes.
This ability to think holistically as a leadership

team not only break down silo’s but also drives the
invaluable culture of the business to attract, motivate
and nurture the talent below.”

Jonathan Novich, senior vice president of product

for Bullhorn, the Boston-based cloud computing
company, says that the current crisis has made certain
traits of the best leaders more evident. “As we've
learned through the past several months of a work-
from-home environment, adaptability and creativity are
critically important qualities in executive hires,” says
Mr. Novich. “With Bullhorn being a portfolio company
of private equity firm Insight Partners, we have found
that the most successful executives are those that are
willing to adapt their recommendations and strategies
for the company culture and customer audience at
hand - not to come in with preconceived notions or
adherence to past plays.”

But not all of the most important traits can be easily
discerned ahead of time. “One of the most difficult
factors to account for is how quickly a candidate
will perform within the culture of a given portfolio
company,” says Mr. Novich. “Expectations tend to
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be relatively uniform about when a candidate will hit
their stride—but in reality, assessing the impact of a
new hire in the context of both a team and a dynamic
business environment with pre-established business
goals remains challenging.”

Cathy Logue, managing director and global leader

of the CFO and financial executives practice group
for executive search firm Stanton Chase, says that
the most difficult factor to assess in a candidate

is resiliency, followed closely by adaptability and
versatility. “There are nuances but they are so

closely linked,” says Ms. Logue. “Commercial

and operational acumen will be evidenced by a
candidate’s career trajectory and track record, and
so will leadership to some degree. Based on their
personal and career progression, we can assess
how candidates have successfully partnered with
investors and built, mentored and led teams to create
value, but their resiliency and adaptability, the degree
to which they can flex and respond the rapidly-
changing circumstances and situations, is much more
challenging to gauge through traditional interviews
because it's so experiential.”

The COVID-19 crisis, meanwhile, has provided a
window into assessing candidates’ resiliency as
well as leadership. “Just as we have seen some
leaders step up to the challenge, others have
struggled, exposing gaps in adaptability and
leadership,” says Ms. Logue. “In a private equity
situation, the ability to pivot and navigate time
and performance pressures and deliver results in
shortened timeframes is critical, as is the ability
to adapt and respond to dynamic situations

and shifting priorities. This calls for high levels

of resiliency to manage the accelerated pace of
transformation post-investment and an already
uncertain environment that has been further
heightened in the face of the ‘pandemic-monium.”
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Stanton Chase, she says, looks to work as an
extension of its clients to define the profile of the ideal
candidate and tailor its recruitment and assessment
process accordingly. “What we're witnessing is a
steady rise in the leadership assessment and testing
being embedded in the search process,” says Ms.
Logue. “Traditional STAR-based interview techniques
— situation, task, action, result — are still highly
effective, but a formal assessment tool can highlight
fundamental aptitudes, and possibly derailers, that
will impact a candidate’s suitability for a particular role
and situation. And it's important to remember that in
private equity, everything is situational.”

Sky is the Limit

Not to be underestimated is specialized functional
expertise, which many recruiters believe is only
growing in importance in the hunt for talent for
private equity companies. “Now that executive
search firms serving the middle market are
becoming more prevalent, companies have

the opportunity to add to the ‘must-have’ list of
prerequisites within a job description,” says Chris
Bull, co-founder and managing partner at search
firm McDermott + Bull in Irvine, CA. “The sky is
the limit when thinking about what is really possible.
Search firms have the ability to tap both active vs.
passive candidates when executing a search on
behalf of a client company. Why settle for good
when great is available within the marketplace? A
good list of skills and attributes is needed in order
to identify and attract that type of candidate profile.
Additionally, as companies continue to evolve in

a way that allows ‘remote’ functional leaders to
flourish, the candidate pool increases exponentially.
This will allow a board, and its senior team, to add
key attributes they believe the ideal candidate needs
in order to substantially move the needle in their
functional area.”
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Q&A
Integrating Top Talent Into Portfolio Companies

What are the leadership needs of portfolio companies and
what roles are hot right now.

Considering the disruption experienced in cross-border

trade and global supply chains over recent months, it is

not surprising that portfolio companies are putting greater
emphasis on ensuring that senior supply chain executives are
part of their talent acquisition strategy. This because the crisis
has highlighted the significance of supply chains and supply
management to the global economy. Our clients need people
who can build and maintain end-to-end supply chain excellence
and who can become highly valued member of their senior
leadership teams.

What are the top talent candidates looking for in prospective
companies?

The competition for talent is fierce and it is still a fact that

a good employer brand is a powerful advantage in the
competition for top talent. Top talent candidates are looking
closely at companies willingness to contribute positively to their
communities especially now when society and the economy
are under stress. Candidates want to know about the employee

John Gramer, vice president, executive search,

for StevenDouglas, a national boutique search

and interim resources firm in Fort Lauderdale, FL,
says that the chief financial officer role in particular
has become magnified over the years. “The most
significant change is the growing importance of the
CFO in today’s financial climate and how that has
reshaped the type of individual best suited for the
role,” says Mr. Gramer. “In addition to having a strong
financial background, today’s successful CFO has to
be a strong business person and have a consultative
profile to work closely with the CEO and the entire
C-suite to guide the company forward. Today's CFO,
in many cases, also can operate as the COO and
sometimes has added responsibilities such as the

Jennifer Borrer is the founder and managing partner of Borrer Executive Search. Building upon a career within global
organizations, Ms. Borrer’s experience is in working across all sides of the talent acquisition triangle: within external firms,
RPO consulting and in-house HR Leadership. In this interview, Ms. Borrer shares her insights into what roles are hot in
portfolio companies as well as how executive search can assist in attracting and integrating top talent.

experience, whether they’ll be supported in their career
development, and if they'll feel proud to be associated with the
company they join. Senior talent is more empowered than ever
to question not only what a company does, but more so, what it
stands for.

How can executive search firms add value to attract and
integrate this top talent?

Over the last few months, our clients had the opportunity to
witness emerging gaps in their talent-culture-strategy alignment.
Clients have had to reassess their business models and their
talent strategy for the post-pandemic world. It is our mission as
an executive search firm to help them understand where they
may be most at risk of coming up short and help guide them to
solutions. It remains hugely important to keep hiring processes
moving and maintaining strong talent pipelines for once the
crisis has passed.

In a nutshell, top talent will always have options and offers — the
thing that the PE companies will want to know is how to get them
on their books (what are they looking for and how can search
firms support them with that).

head of human resources and IT. Along those lines,
being a certified public accountant alone is not
always the end all. Many of our ‘modern’ CFOs have
advanced degrees in addition to being a CPA. As a
matter of fact, | am seeing more qualified CFOs that
have their MBA and not having a CPA.”

The Rise of Functional Exepertise

“Another sign of the times is the changing of the
guards within the CFO space,” says Mr. Gramer.
“With the continued increase in private equity firm
portfolios, | have noticed a significant increase in the
request for CFO searches. The private equity firms
are looking for business people that not only have
the requisite accounting skills put the skills to help
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propel the portfolio company into a substantial better
investment. | believe as we move ahead in the search
industry, the need for advanced degrees for CFOs will
be more important than ever before. Being a good
accountant means a lot more in today’s world.”

Dave Melville, CEO and founder of The Bowdoin
Group, based in Waltham, MA, says that as a
search firm at the intersection of healthcare and
technology, his firm sees specialized functional
expertise becoming increasingly more important in
today’s job market. “In healthcare, for example, there
are new leadership roles being created to address
the problems of today and tomorrow that may be
net-new, but you need people who understand this
complex ecosystem,” says Mr. Melville. “You need
someone who has spent their lives dedicated to
understanding how the different pieces interact and
what the world will ook like in the future. Not only do
you need someone who understands the functional
roles of today, but someone who can anticipate

and adapt to the needs of tomorrow. That’s just not
something you can pick up. It's something that needs
to be ingrained from early in a candidate’s career.”

“When we work with executive-level candidates, we're
not only talking about what they’'ve accomplished in
the past, but we're also determining if they articulate
a path that aligns with our clients’ visions,” says Mr.
Melville. “There will be roles that necessitate a strong
industry background, but there’s also a huge need for
executives with the technical skills that haven’t existed
before in biotech, for instance, but now worlds are
colliding and having cross-functional expertise can
help set you apart.”

Given the complexity of the ecosystem, combined
with the functional experience needed to succeed,

a huge barrier to entry has been created, says Mr.
Melville. “At certain levels in certain roles, it has made
it challenging to move cross-functionally with the
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SPOTLIGHT
Women Underrepresented on PE Boards

B O ar d EX BoardEx surveyed 15,000

portfolio companies and
found that PE representatives on boards tend to be
younger and are more likely to be male. In the surveyed
universe, 10.4 percent of all board members
were women, while only 5.4 percent of non-
executive directors representing private equity firms on
the boards were women.

speed required in today’s world if an executive has

to get up to speed with the nuances of the vertical
they're in,” he says. “Chief financial officers in biotech
typically stay in biotech. We've seen CEOs who don'’t
have a scientific background struggle to succeed.
Having a search firm that understands the ecosystem
inside and out is critical to finding that right person.”

Tim Tolan, founder and managing partner of The Tolan
Group in St. Augustine, FL, says that in today’s work
environment many skills are needed, not just one.

“As so many organizations strategize about doing
more with less, being a well-rounded team member is
more desired than one who is expert in just one area,”
says Mr. Tolan. “As for the most important specialized
function, one must consider the nature of the job. In
healthcare it’s long been thought that clinical expertise
was most important regardless the role. Then it was
determined that financial management and forecasting
was the most important skill set. As Al continues to
dominate the economic landscape there’s reason to
believe that coding, programing or SaaS expertise is
of utmost importance. Again, the nature of the position
dictates what’s the most important area of expertise.”

“Consider the role of a football coach,” says Mr. Tolan.
“Having been around the game for a prolonged
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tenure, his understanding of the game has been built
through the years as a player and assistant coach.
His job as head coach requires him to know how
plays are to be run even though he isn’t running them
himself. His most important functional expertise would
be leadership and motivation. Leading the game

plan and motivating his staff to execute said game
plan. Versed in many aspects of the game, expert in
leading its execution.”

“One who leads an organization should be ‘well
versed’ in all areas of operation, even if they aren’t
‘expert’ in but one of them,” says Mr. Tolan. “To
understand the most important function of expertise
needed we must first consider the role being played
within the organization.”

As Mr. Gregory, of Hogan Assessments, pointed out,
private equity firms are paying more attention to the
makeup of their portfolio company teams in delivering
value. Search firms, in turn, are being charged with
finding leaders who not only have the right skills for their
role but who can build teams who can work together
within a specific culture to deliver maximum value.

For recruiters, that mission is a significant one. “There
are no ‘maintenance roles’ within private equity
portfolio companies,” says Craig Lapham, managing
partner and CEO of The Lapham Group, which

finds talent for the global insurance industry. “A PE-
backed company is either building or restructuring
towards rebuilding in advance of a future liquidity
event and profitable exit, and any successful PE
investor will tell you that building a high performing
executive leadership team to drive these efforts is the
greatest determinant as to the success or failure of
the company. As such, executive candidates who can
(re)build high performing teams are critical in the PE
portfolio company environment.”

Steve Potter, CEO of Odgers Berndtson US, explains
that since the birth of the private equity industry
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several decades ago, the authority structures have
evolved from a hierarchical command-and-control
model of decision-making to a flatter, team-based
model. There are two major reasons for this:

“The first is that the business is simply more
complicated than it used to be,” says Mr. Potter. “With
the number of publicly traded companies decreasing,
hold times have increased drastically since the buy-
and-flip heydays of the 80s and 90s. As a result, it has
become necessary for firms to spend a lot more time
actually improving the firms they buy. But because
the process of improvement is highly complicated
(stressed companies would do it themselves if it was
easy), there’s a greater need for flatter, team-based
structures that allow for a pooling of intellectual
resources and tend to generate better results more
consistently and in more diverse situations.”

Team Building Key

“The second major factor is that Millennials
(employees between the ages of 26 and 40) like to
work on teams—and your firm’s ability to retain these
employees is closely linked to your ability to build

an environment in which everyone’s opinions and
contributions are valued,” says Mr. Potter. “Today’s
best employees demand inclusion, they demand
diversity, and they demand that good ideas are acted
upon, regardless of their source.”

“Therefore, when recruiting leaders—either for

PE firms themselves or portfolio companies—it

is absolutely crucial to ensure that candidates
have demonstrable team-building abilities, which

| would define as the ability to listen, the ability to
manage disparate personalities, and the ability to
collaboratively distill a number of different opinions
into a single actionable goal.”

Brian Clarke, managing partner of Oak Brook, IL-
based Kensington International, which recruits
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leaders for large and middle market growth-oriented
organizations, private equity and venture capital
portfolio companies, says that the limited time that
private equity has with any given portfolio company
only amplifies the need to get the right team in place.
“Given an investment horizon, the CEO and his/

her sponsor(s) have roughly six to a maximum of

12 months to get the leadership team (C-suite and
then beyond) right and a strategy that supports

the investment thesis, set. Otherwise, the portfolio/
platform company risks underperforming — short,
medium and even long term.”

“So, with this as a backdrop, the team building is
critical and needs to occur on three levels — the PE
firm and the portfolio/platform company, the PE

firm and the search partner and then obviously, the
portfolio/ platform company and the search partner,”
says Mr. Clarke. “Leaders have to be in place,

and everyone must be on the same page. This is
teaming — plain and simple. Strategies must be clear,
marching orders set and outcomes — beyond simply
EBITDA, measurable.”

These days, especially since the pandemic struck,
it's also vital that leaders have the vision to see the
need for technology and to embrace it—and that
recruiters make this a priority in the talent they enlist.
“Though embracing technological innovations in the
workplace was already a factor for some, the global
pandemic has pushed a leader’s capacity to adapt
to new technology to the forefront as the traditional
concept of the ‘office’ has been shattered,” says
Victoria Lakers, partner with The Lancer Group, a
private equity advisory and retained executive search
firm in La Jolla, CA. “ We believe working from home
is here to stay for many as we return to our new
normal. It will require a rethinking of leadership styles
as teams are likely to remain at least partially virtual.
Adapting to the changes in communication, work-life
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balance, and a greater reliance on remote co-working
technologies and the cloud, will quickly become

a differentiating factor. Leaders who are able to
effectively manage their employees remotely will bring
a major competitive advantage to the table.”

Alongside the disruptions to managing teams are

the new challenges in business continuity and IT
infrastructure, says Ms. Lakers. She explains: “There
are so many uncertainties — how has coronavirus
impacted IT infrastructure and business continuity?
What are the increased risks for cybersecurity and
data protection? What are the best platforms for
remote engagement? How can companies best
serve customers with a distributed workforce? There
are a host of reasons that businesses will need

to become more technology-enabled — from new
methods of conducting their actual operations to new
challenges and opportunities in reaching and serving
customers — now and after the pandemic subsides.
Finding executives who are capable of handling these
transitions will be key for portfolio companies.”

Truth be told, technology is invading all aspects

of running a PE firm, from the internal systems, to
the portfolio companies. Virtually every company

is a technology company today, and leaders must
not only embrace but proactively engage with it.
“Technology is known for creating efficiencies and
streamlining processes, which will either save money
or generate greater value,” say Messrs. Semark
and McCrea, of Boyden. “It allows for better data,
to enhance decision making, and greater and faster
access to customers. Driving digital strategies both
internally and externally is a key leadership skill, as

organizations today face a technology maelstrom.
The Internet of Things, robotic process automation,
3D printing, blockchain, augmented reality and virtual
reality all do things faster, cheaper and — thanks to Al
— more autonomously.”

Executives have little option but to adopt these
technologies as quickly as possible. “Every
marketplace is a war zone, rife with technology-
enabled attempts to disintermediate, commoditize
and bypass,” say the Boyden executives. “Meanwhile
customers, now faced with proliferating options,
expect their needs met swiftly, conveniently and for
the lowest possible price. If one company does not
meet their expectations, they will shift their business
to one that will.”

So it is that today the pressure is on more than ever
for private equity firms and their search partners to
find the leadership talent that can marshal all these
forces to deliver value and meet their goals. The old
ways of delivering value are fading fast. Welcome to
the brave, new world.

“Anyone can rework the right side of a balance sheet;
the age of financial engineering is over,” says Jeffrey
Warren, of Russell Reynolds Associates. “There’s so
much capital out there that in order to create value
and drive investment returns you have to have more
than just the financial engineering playbook. A big
part of that is how the private equity firms and boards
work with management teams. There’s no question
that private equity firms are much more attuned to
human capital issues and the softer skills that are
required to be successful in today’s world.”
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Hunt Scanlon keeps tabs on an ever-expanding
executive search and talent management sector that
far exceeds where the industry was just a decade
ago. Today, Hunt Scanlon tracks some 16,000
executive search consultants at more than 3,600
recruiting firms in North America and another 4,000
overseas, spanning Europe, Asia, Africa and the
Middle East, and everywhere else in between. We're
also tracking leadership assessment firms, talent
solutions providers, consultancies, and those focused
on coaching and training. This is an active sector, to
say the least.

To round out our study this year, we invited four talent
specialists focused on the private equity sector to
bring us their market insights. As they will be the first
to admit, all of them face a host of challenges — 2020
was no ordinary year. As such, their ‘Viewpoints’
examine a multitude of topics this year, including:
how to enhance the selection of senior executives for
portfolio companies of equity sponsors; the state of
cyber recruiting in private equity; the current state of
the private equity recruiting market; and the evolving
PE recruiting market. All of these insights, from four
top industry leaders, examine the increasing urgency
to find the best talent. The pressure is on, as all of
them make clear, for PE firms and their executive
search and talent partners to find the leadership talent
that can deliver growth and drive value.

So, if you're interested in hearing from the industry’s
most trusted and respected talent leadership advisory
professionals, we encourage you to take the time to
read this outstanding section of this year’s report
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HOW TO ENHANCE THE SELECTION OF SENIOR EXECUTIVES
FOR PORTFOLIO COMPANIES OF EQUITY SPONSORS

John Marshall, Founder of JM Search, Examines Successful Outcome Guidelines

John Marshall founded JM Search in 1980 and has been helping companies build exceptional
management teams for over 35 years. Under Mr. Marshall’s leadership, JM Search has grown to
become one of the 20 largest retained search firms in North America and the premier firm dedicated
to serving private equity and venture capital investors and their portfolio companies.

Mr. Marshall has had the unique opportunity for 45 years to sit in the coach’s box and observe all
the stages of what goes into making the most informed choices of senior level talent to drive and
lead your organization. It is a process, and every step in the process is critical to maximizing the outcome for success. In
this article, Mr. Marshall discusses the stages that are critical to attaining success knowing that there will be times when
everyone has done everything correctly and it may still result in a negative outcome. It is important to remember that we
are dealing with humans!

Understanding the investment and the equity sponsors speak with CEOs from their portfolio companies, past and
view of this particular investment present, to gain this insight. For example, learning how to
best work with a particular partner from an equity sponsor is
helpful to not only try and align chemistry when interviewing
candidates, but to also talk with the candidates about what
to expect in this important relationship. Other considerations
are the reputations and experience level of the lead partners
who are managing this portfolio company. Candidates are
increasingly interested in past outcomes of PE investments
so they can gauge their potential waterfall when there is

an event. Knowing the historical outcomes of previous
funds and the size of their current fund helps executives
understand in greater detail the potential of this individual
outcome.

Too often search firms begin a search without an in-depth
knowledge of where the equity sponsor stands with their
particular investment. There are many questions that need
to be understood to help attract the caliber of candidate
that will be necessary to create shareholder value. To start,
understanding the motivation of the sponsor that led to
the investment in the company is essential, along with the
ideal timeline to exit. It is also imperative to understand
the current state of the company — from its management
and culture, financial status, industry reputation, and
competitive set to market issues and dynamics. All these
are areas that need to be clearly understood. What are

the growth expectations and time parameters that the Learning about the company

sponsor is expecting from the management team? Are Now to the part of understanding the job in hand for your
they realistic in today’s environment? What has contributed future leader. It is critical to spend the time with any potential
to the company’s success and failures in the past and do candidate and your search firm to review all aspects of your
they exist today? Where does the company stand in their investment. Your deck will cover the majority of the historical
current fund? Does the sponsor have the resources for aspects of your portfolio company, but the “soft” questions
additional funding and, if so, what will be their appetite for cannot be ignored. How you view the current leadership and
this particular investment? your transparency around your views on the team will be

critical to the candidate in discussing the opportunity with

Knowing the equity sponsor .
wing quity sp them. Openness around your perception of the culture, your

Any C-suite executive will appreciate knowing as much viewpoint on what has worked or hasn’t worked, and what
as they can about the company’s equity sponsor. It is talent level is below the executive level are all questions that
critical that recruiters do their research on the sponsor should be understood by all parties. | have worked on many
and understand their reputation in the industry and what searches and the surprise level of the placed candidate

are they like to work with. | have always found it useful to has been prevalent more often than not. Vary rarely have
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| placed candidates who have called me to say that the
business was in much better shape than they were led to
believe. It is better to be upfront and direct with candidates
about what they may hear in the marketplace than after
they have been interviewed and both parties have met. It
is important to have these discussions in advance. Bottom
line to PE sponsors- know your investment well so you can
portray it accurately!

The job specification and candidate profile

The most successful outcomes from a retained executive
search is when all parties have taken the time to first
understand the needs of the business and then match the
search requirements against them. Not to oversimplify,
but if you understand the needs of the business, and
what the business needs this new executive to do to hit

its objectives, one can then identify the required hard

and soft skill sets and experiences needed. To get this
process started, we use a highly detailed search launch
questionnaire that addresses many aspects discussed
above relating to the sponsor and portfolio company,

in addition to capturing high level detail about what is
needed in the candidate personal profile to successfully fill
this role. | can refer to an article written a year ago where
Dr. Alice Mann discusses The Imperfect Storm- Selecting
Top Executives for Transformational Investment in Private
Equity. In this article Dr. Mann discusses the four traits of
imperfect leaders that are necessary to maximize value.
To paraphrase: leaders who are comfortable in making
decisions and taking action with a sense of urgency to
achieve results because they are energized by uncertainty
and complexity; leaders who recognize their own flaws
and are able to learn quickly from their mistakes; leaders
who know that getting it right is more important than
being right and thus surround themselves with smart team
members, and people who are open-minded, transparent
and collaborative. The leader’s ability to be confidently
surrounded by other smart and trusted people helps

to minimize negative surprises and makes for a strong
C-Suite profile.

It is also critical in the spec to discuss the role, scope
of the position, and expectations of this leader from a
timing standpoint. Several other items that should be

addressed are the reasons for this opening, background
experience of the candidate, industries that the candidate
should have experience in working and compensation
parameters. Compensation is an increasingly integral
component for discussion and the search firm and client
must be on the same page as to what is realistic in this
competitive environment for talent. As a rule-you get what
you pay for!

Finally, there should be a detailed conversation around what
success will look like over certain periods of time. Three
months, six months, a year, two years is a good start.

How you are going to pitch this company to A players
and what will interest them

When it is time to begin reaching out to your network and
potential candidates all participants in the search process
must be working off the same play book. At this juncture,
everyone involved should understand the role you are
searching for, and the pros and cons of what you will be
potentially dealing with as you begin your search efforts.
You should also have a clear understanding of timing,
compensation, and have reviewed how you are going to
present this particular opportunity to the market. Too often
recruiters and sponsors have not discussed “the pitch”

in detail. Both parties should be telling a very consistent
story about the company, the position requirements and the
market opportunity.

Handling of candidates and timelines

Once the search firm and client have reached an
understanding of expectations for an initial slate of
candidates and now that you have been recruiting on the
position, it is imperative to be on the same page as to the
timing of interviews. In our pandemic world scheduling of
zoom interviews with candidates and the accessibility of

all engaged parties has never been better. It is the search
firm’s responsibility to move the process at the desired pace.
Sponsors must realize that it is a competitive market for the
best candidates, and they should already understand “what
good looks like” in whom they seek for the role. | have seen
many clients lose candidates that they wanted to hire because
of a lack of urgency in creating the necessary time to spend
with your potential leader. It is important to realize this: Great
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candidates do not grow on trees. When you have thoroughly
assessed, qualified, met with, and referenced a great
candidate, you must move on it. More than likely it will turn out
to be your best option, and there is certainly opportunity cost.

The search firm should be providing extensive guidance
as to where the candidate stands in their interest level and
where they are in their search process. Are they looking at
other opportunities in the marketplace? Do they have any
concerns about the role, the sponsor, and the “set forth”
expectations of the sponsor? These questions have to be
discussed on an ongoing basis.

It is also critical to have discussed potential roadblocks for
the candidate accepting the role. Does the candidate have
concerns regarding relocation? Is there a non-compete that
has to be dealt with and, if so, can it be resolved? What is
the timing around vesting of equity? Is there a pay out of an
annual bonus and, if so, how much and what effect could
this have on timing around a starting date”?

Referencing

| have always stated that the most critical component of
understanding the true capabilities of your future leader is
completing in depth back channel references and official
references provided by your candidate. | learned many years
ago from a senior partner of the Sterling Group that the detail
and time spent with the reference with no fear of asking any
question and drilling down on the candidate is the most critical
aspect of the hiring process. Our clients are relying more

than ever on these overviews and the skillset of the individual
who conducts these references has never been more critical.
You can never speak with enough peers, direct reports,
customers, previous equity sponsors, and supervisors to get
an accurate overview of the candidate. When | am asked
what | spend my time doing in search | have often stated that

| spend 40 percent of my time recruiting, 50 percent of my
time doing the due diligence on who | have recruited and10
percent of my time dealing with and knowing my client. It is an
executive recruiter’s job to accurately unearth the strengths
and developmental needs of all candidates.

The offer

This tends to be one of the more emotional times during
the process and can lead the way to a great relationship

between the two parties or a potentially souring
conversation with negativity on all sides. The sponsor
should have clearly outlined their expectation at the
beginning of the search and, if their expectations were not
realistic, make the appropriate revisions. Sponsors must
be aware of what the market is telling them, and this can
be accomplished by recognizing what the search firm
has presented in their candidate pool. Both the search
firm and sponsor should understand the offer in thorough
detail and be in sync before the offer is presented to

the candidate. To be effective in this conversation both
parties should have discussed what points in the offer
are negotiable, review the mapping of the waterfall and
have expectations aligned, understand the highlights of
the offer, and what will be the points that the candidate
will push back on. Bear in mind that most candidates

will want to negotiate. They know they have some power
based on the fact that you want them to lead their
business. It is important to realize that this is normal and
to be aware how both sides handle this negotiation. How
this negotiation is handled between two future partners
is often indicative of how your future relationship will go
when sensitive issues arise.

3rd party assessment

Bringing on a senior leader is a high-risk investment that
comes with the demand for high returns. It's natural for
sponsors to want some reassurance that they are making

a wise decision. For the most part, sponsors turn to 3rd
party assessments to shine some additional light on a
candidate’s strengths and weaknesses and, perhaps, to use
that information to dig a bit deeper with references. That’s a
good start, but there is more value available to candidates
and sponsors.

The best assessments go much deeper than a simple test
and a score based on the assessor’s internal benchmarks.

To be truly useful, 3rd party assessments need to give the
sponsor and the final, selected candidate a clear picture

of how to approach and accelerate value creation. In

other words, the real question isn't, “Are we making a wise
investment in this executive?” But rather, “Given what we
know about our firm, our goals, and this executive, how do we
accelerate returns on this investment and minimize its risks?”
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Answering that question requires that the candidate
assessment take place in the context of the sponsor and
portfolio company. Assessments that rely entirely on a letter
grade or “probability of success” rating typically do not
apply sufficient sponsor and portfolio company context to
their ratings.

We frequently partner with FMG Leading to assess candidates
because they have developed a reliably effective method

for assessing candidates directly in alignment within our
clients’ context. Rather than just a “thumbs up” or “thumbs
down,” these assessments provide a value creation playbook
—akind of “user manual” for our clients, including specific

and forward-looking recommendations for supporting the
incoming executive’s transition to full effectiveness.

After the close

Once all agreements are secured and the new executive is
ready to join, our role transitions from search to support. JM
Search and our clients work together to ensure the incoming
executive has a clear and effective onboarding plan with
specific goals related to all aspects of the transition. We
apply all information, from direct candidate dialogues and
references as well as assessment to the important work of
supporting a smooth transition. JM Search partners remain
in contact with sponsors and the new executive to ensure a
strong start.

Supporting the incoming executive is vital. When new
executives fall, it is rarely because they lacked the skill,

intelligence, or experience to handle the role. Instead, most
executive flameouts happen because of misalignment
either between sponsor and executive, among the team the
executive is joining, or elsewhere. These misalignments,
whether in expectations, role clarity, or resources, can
quickly magnify risks.

Our partner, FMG Leading, helps clients to ensure strong
and effective onboarding by promoting early and explicit
alignment. Beginning with their individual assessment
during the search process, they help clients prepare
effectively for the new executive’s arrival, and can then
support the executive with targeted coaching, support for
team alignment, strategy development and execution, and
judicious development of an organizational culture that
supports growth and ongoing success.

In Closing

If all parties follow the above guidelines | can assure

you that the likelihood of a successful outcome from the
onset of the assignment, to closure of the assignment

will increase significantly. As | have written and stated on
numerous occasions, the selection of your potential leaders
is the most important decision you can make. It is always
important to remember that these choices effect the lives of
so many and in so many ways - from your investors and the
employees of the company, to the placed executives and
his or her families.
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THE STATE OF CYBER RECRUITING IN PRIVATE EQUITY

Matt Comyns, Managing Partner at Caldwell, Discusses the

Talent Gap in Cybersecurity

Matt Comyns is managing partner of Caldwell’s cyber security practice and a member of the
Stamford office. His focus is on recruiting chief information security officers and next-level-down top
lieutenants in information security for large global corporations and fast-growing private companies,
as well as cyber security consultants for leading professional services firms and top executives for
cyber security technology companies. Mr. Comyns is also a strategic advisor for ClearSky, a venture
capital/growth equity firm with offices in Florida, New York, Boston and San Francisco.

In this article, Mr. Comyns shares his first-hand experiences on cyber recruiting for the private equity industry with a focus on

the rise of the chief information security officer role.

It has been nearly seven years since the Target breach—the
catalyst for the meteoric rise of the chief information security
officer.

In the spring of 2013, cyber security was a relatively new
space. Most companies, private equity or otherwise, were
not investing in this function unless they were an early
mover. | had placed a handful of CISOs, but most of the
CEOs | spoke to were thinking about hiring a head of
security but just weren't there yet.

When news of Edward Snowden’s colossal disclosure of
classified information hit that summer, | was sure it would be
the start of something, but the consensus amongst those
CEOs was that Snowden was just a rogue weirdo and not
really a concern. Not quite the canary in the coal mine that |
was expecting.

Six months later, the Target breach hit and that made people
sit up and take notice. Everybody said “Oh, now that’s
scary!”

| think it was scary to them because 1) it was so public

— Target is one of the biggest retail brands in America...|
mean, everybody shops at Target, and 2) Target cleaned
house after that, with both the CIO and the CEO losing
their job. People noticed, and cynically speaking, it wasn’t
so much ‘Oh, my God, what about our customers?’ as it
was ‘Whoa, | could get fired and lose my multimillion-dollar
package!’

Boardrooms across America started to buzz about cyber
security, but it wasn’t until the Sony Pictures hack one year
later that security became the number one topic on boards’
minds. The risk exposure and publicity made the cyber
market for talent beyond noisy.

It was almost impossible as a recruiter to make sense of the
madness. The demand was outrageous, as everyone was
hiring, but no one knew what to spend, they just knew they
needed someone in the role immediately. Being a relatively
new space, there was, and frankly still is, a shortage of
qualified candidates and almost every senior cyber executive
gets a counteroffer when they go to change companies. This
led to a fast rise in compensation packages.

Compensation Sensitivities

To put it in perspective, six months after the breach Target
hired their first CISO at a total compensation package at

$1 million, an unheard of compensation package for a
security leader at that time. Since then, those numbers
have increased three-fold, with a few tier-one CISOs in 2020
commanding a package north of $3 million. Additionally,
there are several next-level down cyber security executives
at major tech firms making between $1.5-2 million.

Despite the skyrocketing compensation packages writ
large, not everybody pays for a tier one CISO. That has
certainly been the case for most of private equity, which
has lagged the market by a considerable degree. It makes
sense given the business model — PE firms pay up for a
CEOQO but will likely be more balance- sheet-sensitive for
other C-level executives.

Compensation packages for private equity CISOs after the
Target breach were in the $300k range, if not lower. Fast
forward to today, PE firms have doubled their budget for
security leaders, paying in the neighborhood of $500k, but
they’ve not tripled the packages as is seen in the private
sector, and they've certainly not kept pace with the top of
the market.
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The CISO function can be seen as a good Moneyball
category — a place to get value for a reasonable price if you
recruit in the right way. The market’s tough, and if companies
plan to thread the needle to find the best player at the best
cost, they have to recognize they're not the only ones trying
to do that. The market is still red hot, and candidates have
choices. They're also often not terribly polished executives,
so the recruitment gets that much more tricky.

| heard a story the other day about a candidate who
accepted a role with a well-funded PE-backed cyber risk
company, and strung them along, pushing his start date
back to wrap things up at the cyber security firm he was
leaving. When his start date finally came around, he was
a no-show on day-one, having used the extra time to ink
the deal on his counteroffer. A recruiter who really knows
the space would have known that candidate was Mission:
Impossible, because the PE fund that had acquired that
cyber security firm would never let him walk out the door
without throwing huge numbers at him.

If you are trying to play Moneyball, you need to work with a
recruiter who really knows the space. They will know where
you can get value, and they will have a much better sense
for the utter madness that is the current market for security
talent. PE firms in particular need to find the right talent
partner to keep-pace with an evolving security market.

In the last 12 to 24 months, increased regulatory
requirements, pressure from customers via RFPs related to
security, and a rise in cyber incidents at the company level
have driven private equity firms to invest more in security
and, in some cases, pay top dollar.

The recent TikTok news is a great example of a situation
where a strategic CISO, in this case, Roland Cloutier, can
play an oversized role in a company’s future. We worked on
a similar type of search with a fast-growing tech company
started by non-Americans, where we hired a seasoned
veteran who had both US government and commercial
market experience to bring credibility and stability to the
platform.

Strategic hires like this come at a high price, but when
there’s a calculated need, they will make an exception and
pay for the most valuable CISOs.

Some PE funds have taken a shared services approach,
hiring high-level CISO executives to help with the PE
company itself, but also to strategically advise portfolio
companies and vet potential investments, M&A and
otherwise. This allows them to centralize resources,
leverage buying power, share best practices and build a
community among their CISOs. It also means that within
their portfolio companies, they can take a chance on decent
athletes at a much better value, without having to break
the bank on every investment. It's a great model, and it’s
surprising to me that it hasn’t caught on faster with more
firms. We expect it will continue to gain traction due to the
modeled success.

Talent Gaps Are Real

At a minimum, funds are going to need to invest heavily at
the holding company level to help their portfolio companies
manage the function. This is going to trend upwards at the
portfolio level as well, and it’s likely that 10 years from now
it will be a much more rational market. The next generation
of leaders — those currently in high school — will be better
educated in security, more digitally fluent, and there will be
more of them, tempering the market'’s pricing by addressing
the talent gap.

In the meantime, for the next decade, PE firms are likely
to spend more than they want in security — something
organizations will view as a necessary evil. Regulatory
pressure is only going to worsen, and customers are only
going to kick the tires harder on security as they become
more sophisticated in the function.

Beyond the security function within all portfolio companies,
we've also seen private equity players becoming big buyers
of cyber vendors. The huge gap in talent and capabilities
has created a tremendous opportunity for new solutions,
while also raising more talent challenges.

As a result of these investments, thousands of cyber
companies have emerged since 2013, with many private
equity funds taking advantage of it. The smarter firms,
particularly those investing in technology in general, have
moved aggressively into this space. Thoma Bravo is a great
example of a fund that bought into this idea early, buying up
cyber vendors and then selling them at 4x just two years later.
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The approach is smart, as doubling down on security on the
investment front can help companies get smarter about how
they run their own security both at the fund level and at the
portfolio level.

The talent gap in the security function is real. The velocity,
and the short period of time in which the market has
changed, makes this a unique functional area to attract

and recruit top-talent. Although the market for talent at

the top may seem picked-over, and overly expensive, the
reality is that by choosing the right search partner, success
can be attained. Recruiters who know the PE space, and
understand how the security market for talent has evolved
over the last decade, can lead to strong successful
partnerships that will benefit PE firms for years.
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THE CURRENT STATE OF THE PRIVATE EQUITY RECRUITING MARKET

Eric Frickel, Managing Director at Brainworks, Discusses the Full Impact of 2020

development & strategy.

Eric Frickel leads the private equity and portfolio company leadership practice for Brainworks.
Brainworks focuses on the recruiting needs of upper and middle management specifically within
private equity investment teams and portfolio companies, investment banking, and corporate

In this article Mr. Frickel explains how the private equity recruiting market has been impacted since
the beginning of 2020. Mr. Frickel shares his expertise on many different topics in PE including the

importance of the CFO role especially during times of disruption and the emergence of portfolio

operations and transformation groups.

The context we are operating in.

2020 brought a degree of challenge to Private Equity that
surpasses industry events that have confronted the very
best fund and portfolio operators over the last several
decades. The spreads between winning and losing
decisions have increased dramatically and the variance
across verticals and industries are both volatile and more
difficult to predict than before.

The battle for capital against a backdrop of unprecedented
levels of new liquidity, fiscal policy, geopolitical headwinds
and global health risks has created a paradox of the

need for greater returns on capital in a context where the
certainty of those returns is increasingly difficult to predict.
Inexpensive debt exacerbates the edges of this polarity,
increasing the temptation to consider leverage to push
multiples and yields towards and perhaps even beyond
historically typical risk tolerances.

The confluence of all of these phenomena require a
level of courageous decision making and portfolio
discipline to sustain what have been higher returns in
recent years.

Portfolio level and component acquisitions within the
portfolio will benefit at this time from discounts on impaired
acquisition targets, increased capacity to leverage and
increased overall liquidity in the markets. That said,

the low cost of debt paired with the uncertainty and
unpredictability of returns increases an already challenging
polarity for PE firms.

Similarly, private lenders are actively looking for deals in 2H
2020. This is a welcome reversal in several sectors where
private debt was shut down or delayed in the first half of
2020 working out the impaired portions of their portfolios.

With interest rates approximating zero, it wouldn’t be
surprising to see a continued acceleration of activity rolling
into 2021.

Private Equity and Venture Debt Leadership require
greater nuance and precision than in 2019.

The capacity to discern the myriad ways that COVID and

its concomitant disruptions are critical and will continue

to impact Q4 2020 and extend through to 1Q 2021. In the
case of analysts and associates, in several industries and
sectors, this may be the first time in their careers that tried
and true models need to be revised, recalibrated and
oriented to the current landscape at the current scale and
depth. For portfolio level leadership, the stakes for making
the right call have never been higher. New characteristics
will be required including substantive patience, the capacity
to impute the impact of paradox and polarity, enhanced risk
assessment capacities and a steady hand to keep those
assessments in perspective together with a greater capacity
to forecast and interpret market signals and activity together
with traditional private equity skills.

During disruption, the top one or two percent of Private
Equity Talent differentiate themselves even further.

Polarity and disruption in the economy further accentuate
and differentiate expertise in the industry from the high
performing nature that industry lore is made of. It is in
these times that the delta on results between first and
second tier talent can be measured in deciles rather than
a handful of percentage points. Identifying and securing
this talent will similarly separate the field. During disruption,
some of this top talent will seek alpha by looking for those
industry players that are prepared to make the investments
necessary to capitalize on the moment. Savvy investors
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will recognize the rare opportunity to secure top talent that
otherwise might be unavailable in the market.

Spotlight - Portfolio Company CFOs

The challenges of 2020 have placed an even greater
emphasis on the role of the portfolio CFO compared to that
of 2019, which was the highlight of that year. The pandemic
requires businesses to have exceptional leaders at the CFO
level to navigate the challenges the pandemic has created.
It tested whether there have been strong processes in place
to allow companies to accurately forecast and have systems
and tools that provide critical insights into operations and
key value levers. It has been critical that companies can
pivot quickly when the data is suggesting that there are
potential pitfalls and opportunities.

Expanding CFO competencies, skill characteristics and
scorecards.

Top CFO performers score card high on competencies
such as decisiveness, resourcefulness and perseverance,
together with a more fluid capacity to assess risk, to
calculate impacts of events without recent precedent,

to refocus and retrain staff and to communicate

financial objectives and strategies with new clarity and
understanding. Additionally, those executives with a well-
rounded tool kit have been paramount in being able to
quickly drive transformation initiatives across the business
creating sustainable improvement. The CFO is no longer the
role of being highly competent in reporting and/or FP&A.
Great CFOs are highly adept in operations, IT and have

a strong grasp of the commercial side of the business.
Some have also had to take over HR. They require the
ability to partner closely with other business leaders so that
finance is embedded into every aspect of the business.
Additionally, many businesses have had to refinance over
the past two quarters and CFOs that are highly adept with
treasury, managing lender relationships and have detailed
forecasting processes to make lenders comfortable have
been critical. Finally, there has been significant movement
towards excellence in the integration area. There has
been a strong need for CFOs to be able to execute M&A
transactions leveraging their developed playbook on
integration.

The impact of disruption on PortCo CFOs

For the first half of the year executive search volume

can be described by searches geared towards quickly
changing out leaders that were not driving value or
persevering through the pandemic. On the candidate side,
many executives were caught in limbo and pondering
whether they should stay and wait it out as exits were put
on indefinite hold or pursue another opportunity where a
potential liquidity event was nearer or had more economic
upside long term. Several companies may take years to
recover from this event or require pivoting their business
models such as those in brick and mortar retail. However,
some sponsors have seen their portfolio do a complete

180 as they were heavy in food and packaging, have strong
e-commerce models, and or within verticals associated
with cleaning products or hygiene. Industrial services saw a
tremendous amount of volume given the fragmentation and
the ability to easily scale via M&A. Overall, we have seen
good volume in e-commerce, SAAS, industrial services and
packaging.

The return of deal flow

The past two months has seen deal flow come back very
strong for a number of sponsors as many deals were

put on hold once the pandemic started. Bankers and
intermediaries were sitting on CIMs ready to go to market.

If not for the pandemic, it would have been a record year

in terms of successful exits. New deals are starting to
emerge as well. Our last 3 engagements have started when
sponsors were in exclusivity with a business and wanted
key leader(s) in place concurrent with the date of closing for
each transaction.

Disruption drives greater Off-Cycle Associate recruiting

Private equity investment team recruiting finally saw a
significant slow-down. Covid delayed the Summer 2022
Associate recruiting cycle. Prior to Covid, it had been
steadily moving up reaching a height in 2019 starting in the
Fall. Many firms have decided not to recruit this year, and
several processes that were in progress had been put on
hold over the summer. 2020 and 2021 will see a lot of off-
cycle hiring as firms will go back to market when deal flow
returns. We are already seeing that happen with timing shifts
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mirroring the return of deal flow and demand for unfulfilled
capacity returns.

Further emergence of Portfolio Operations and
Transformations groups

2020 has seen the continued emergence of private equity
portfolio operations and transformation groups. Sponsors
are continuing on this trend and we are seeing operations
teams starting to scale with levels similar to that of
investment teams with emphasis on roles at the Principal,
Vice President, and Associate levels. Each group tends to
have its own niche and preference as to the types of people
they prefer typically based on the investment strategy,
size and sector focuses. We have been active in recruiting
strategy consultants, corporate leadership development
groups, and restructuring/turnaround professionals. We
see this trend continuing as firms need a distinctive value

creation strategy to win deals, drive top returns, and
separate themselves from peers.

Achieving results

The times are both trying and exciting. In over two decades
of working both within the industry and in service of its
success, | can remember few examples where the value
add of differentiated recruiting is so clear. The opportunity
to revisit, reanalyze and refine candidate scorecarding

and success characteristics is exhilarating and seeing

my partners at every level of the industry adjust and

return again to fantastic success makes each day more
compelling.

As all of us work together to make 2021 the most fruitful and
rewarding year in the industry yet, | wish all of you and your
families strength, health and resilience.
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THE EVOLVING PRIVATE EQUITY RECRUITING MARKET

Jeff Hocking and Baillie Parker, Partners at ON Partners, Examine PE in a
Post-Pandemic Era

ON Partners propels an organization’s mission by building C-level and board
leadership tearns. Founded in 2006 by like-minded consultants as a values-driven
alternative to the multi-service global firms they were leaving behind, ON delivers
a better executive search experience. Named by Forbes as one of America’s Best
Executive Recruiting Firms and to the Inc. 500/5000 Lists seven times, the firm is
consistently ranked among the top 20 retained executive search firms in the U.S.

Jeff Hocking Baillie Parker
Jeff Hocking is a partner at ON Partners with over 20 years of search experience.

Previously head of the North American technology practice at Korn Ferry, he serves private equity and major software
companies with a focus on the technology and software sectors. Partner Baillie Parker has completed over 300 searches for
C-level, board and high-level executives across a range of functions. His work focuses primarily in private equity across the
technology and industrial sectors.

In this article, Mr. Hocking shares that the private equity industry is on the verge of becoming very active as firms prepare
strategies based on lessons learned from the 2008 financial crisis. He explains why the industry is poised for a quick rebound
and how PE firms will take advantage of the market changes caused by COVID-19. Mr. Parker then shares some traits that he
has noticed have been important when filling private equity roles.

Private Equity Poised to be Active are positioned very differently than VC firms (which typically
specialize in one or two industries and look at smaller
opportunities) and corporate development teams of major
companies that only invest in opportunities that benefit their
individual companies.

Private equity firms have learned from the lessons of the
global financial crisis, in which the industry was widely seen
as having missed a major opportunity to acquire assets
at steep discounts. As a result, firms are expected to be
more active during the pandemic, determined to not miss Additional reasons PE firms are in a unique position include:
the opportunity this time around, and have already begun

* Many have raised very large funds that are dedicated to
ramping up this process.

investing in undervalued assets.
Many PE professionals recognize they did not move quickly
enough on undervalued companies after the 2008 crisis
and are getting ready to actively deploy capital, while

other firms are waiting to see when we will hit the bottom.
This cat and mouse game should make it interesting: first
mover advantage or waiting until the deals are extremely
undervalued.

* They have dedicated teams whose sole job is to identify
investment opportunities.

* PE firms have the assets and teams to potentially buy
multiple companies and combine them to compete with
competitors that are much larger than typical mid-market
companies.

* Some of the major PE firms have dedicated industry
sectors and are not just tied to technology or industrial,
etc. This diversification will pay off tremendously in the
near future.

“PE firms are getting ready to deploy capital and are ramping
up, either on potential due diligence of already troubled

companies or staffing up and looking for additional operating
partners,” said Mr. Hocking. “It is important to act proactively
and to take advantage of opportunities caused by the virus COVID-19’s Impact on Portfolio Company Funding
and to make sure that you are staffing up your firm with the

Significant PE firm resources are being deployed to
right leaders to steer the company in the right direction.”

position current portfolio companies to survive the present
PE firms are in a much better place to take advantage of downturn. However, the larger firms in particular are quietly
the market changes post-COVID-19 for many reasons. They  looking at companies that will need a PE firm to survive.
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There is no shortage of funds, but it appears that cautious
planning is taking place now — but everyone fully agrees
that once the pandemic is behind us, the PE sector will be
as active as ever.

“Depending on how much of a downturn we actually end up
seeing, some PE firms may be taking over companies that
have cut dramatically and now need to be rebuilt,” said Mr.
Hocking. “Hopefully we won'’t see a drastic downturn and
PE firms will continue to look for turnaround experience and
previous experience working in PE environments, which will
always be in demand.”

The Importance of the CFO

Once we start seeing things return to normal, PE firms will
be very focused on growth experience at the CEO and CRO
level, but to ensure their investments are focused on the
right actions, the CFO will also be in demand, maybe even
more so than in the past.

Next to the CEO, the most important role in a PE-backed
company is the CFO. Post COVID-19, PE firms will be
investing in companies poised for growth, but every PE firm
wants measured growth with profitability versus the growth
at all costs business models we have seen in the past.
Traits PE firms will look for include: a prior track record of
working successfully in a PE backed environment; extensive
exposure to the board; and strong leadership and decision-
making skills — even if they are unpopular decisions. All PE
firms want to maximize their investments and will rely on a
CFO to do this, sometimes more so than the CEQ.

Key Traits of Turnaround CEOs

Baillie Parker recently published a list of eight key traits he
believes CEOs must possess in 2020 and beyond. Below,
Mr. Parker shares two examples of how these traits have
benefitted recent private equity roles that he has filled or
been tasked to fill.

Having a highly skilled strategic problem solver in the CEO
position is extremely important according to Mr. Parker.

Strong turnaround CEQOs have the ability to quickly digest
information and data and distill the underlying issues in the
business. Once you're far enough along in the interview
process, let candidates review the financials and the board
documents. Observe what questions they ask.

Look closely at their previous leadership roles and
understand how they identified and prioritized problems
and came up with a new strategic plan for the business.
You don’t want a candidate who is only capable of
solving operational issues, which is just one aspect of the
turnaround. You also need someone with a demonstrated
ability to create a new strategy for growth with a very
specific timetable around tactics and execution.

On arecent CEO search for a distressed private equity-
backed company, for example, a finalist stood out because
he had previous successful turnaround experience. More
importantly, though, he had demonstrated success shifting
market focus from a troubled sector — in this case energy —
into new, higher growth markets.

It is also important for the CEO to be a realist with an open
and transparent communication style. This person must
have the ability to confront the uncomfortable. Once (s)he
has distilled the business challenges, (s)he needs to be able
to communicate those problems to the team and create a
realistic transformation story that everyone can understand.

“During a CEO search for a troubled company, our private
equity client was taken aback by the candidate’s directness
voicing her concerns about the company’s strategic
direction as well as its operational footprint,” said Mr. Parker.
“Ultimately, though, they realized this sort of candor was
exactly what they were lacking.”

Also, ask the candidate what mistakes (s)he has made in the
past and in retrospect how they would do things differently. If
the candidate is not self-aware enough to take ownership of
past mistakes, (s)he will not have the transparency needed
for a turnaround. Having the ability to acknowledge missteps
and know how to correct them is key.
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