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Private Equity firms are increasingly deploying Chief Transformation Officers (CTrOs) to lead operational transformations and accelerate value
creation across portfolio businesses in all sectors. This trend reflects the growing emphasis on active value creation strategies and goes hand in
hand with the expansion of fund-level Portfolio Value Creation teams. The need for Chief Transformation Officers will likely grow as active value
creation becomes more critical.

This article explores:

*  Why Private Equity deploys Chief Transformation Officers

* Therole of the Chief Transformation Officer

* Common challenges faced by Chief Transformation Officers
*  Key qualities of effective Chief Transformation Officers

* Example selection criteria for Chief Transformation Officers

Why Private Equity Deploys Chief Transformation Officers

Multiple factors have contributed to the growing adoption of Chief Transformation Officers:

Increased Deal Complexity:
* Complexcarve-outs and integrations, sector-specific challenges, and creative deal structuring necessitate specialised transformation
leadership to navigate and execute initiatives effectively.

Rising Market Pressures:
* High valuations and cost of capital, intensified investment scrutiny, and more investors vying for limited quality assets mea n reliance on
financial engineering diminishes.

Challenging Exit Environments:
* Economic and geopolitical volatility, weak IPO markets, and general M&A slowdown compel firms to maximise value creation during the
holding period to optimise returns.

Evolving Limited Partner Expectations:
* LPsincreasinglydemand more apparent value creation strategies, leading GPs to bolster value creation capabilities—in-fund and within the
portfolio. For some, CTrO deployment becomes part of a cross-portfolio playbook.

The Role of the Chief Transformation Officer

Chief Transformation Officers collaborate with management and PE teams to design, execute, oversee, and sustain Value Creation Plans (VCP).
Actingin a transversal capacity, the CTrO leads strategic, commercial, operational, organisational, and financial initiatives.

Strategic Planning:
* Alignshareholder objectives with a well-defined VCP, focusing on high-ROl initiatives and pinpointing key success factors.

VCP Execution:
* Establish a dedicated Transformation Office and lead the implementation of the VCP. Drive high-impact, often cross-functional initiatives with
heightened speed, precision, andrigour.

Change Management:
* Cultivate a culture of enthusiasm for transformation and continuous improvement. Coach leadership teams, embed organisationalinitiatives,
and ensure sustainable adoption.

Stakeholder Management:
» Communicate objectives, challenges, and milestones to all parties. Build trust and foster collaboration between portfolio company
leadership and the PE firm.

Governance and Performance Management:
* Develop and implement KPIs and OKRs to establish transparency and track progress. Ensure alignment between transformation obgctives,
financial performance, and investor expectations.
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Challenges of the Chief Transformation Officer Role

The Chief Transformation Officer role is not without its challenges. Common challenges include:

Gaining Management Team Buy-In:
* ManyCTrO hires are sponsored by the private equity fund, and without suitable buy-in from the management team—especially the CEO—
theyface an uphill battle.

Balancing Strategicand Tactical Priorities:
»  CTrOs must juggle long-term strategic goals with the immediate tactical demands of execution, requiring exceptional focus and prioritisation.

Driving Change in Resistant Cultures:
* Transformations typically encounter resistance from entrenched organisational cultures. The ability to influence and story-tell is pivotal for
SuCcess.

Operating Under Time Constraints:
* Thefast-paced nature of private equity requires CTrOs todrive transformation efforts and demonstrate results within limited timeframes.

Key Qualities of Effective Chief Transformation Officers

The most effective CTrOs share several qualities:

Analytical and Solution-Focused:
» Combines analytical rigour with a practical approach to diagnosing challenges and designing actionable solutions.

Execution-Oriented:
* Arelentless focus ondelivering measurable results, moving from strategy to execution with pace.

Emotionally Intelligent:
+  Skilled at building trust and fostering alignment with investors, management teams, and operational leaders.

Result-Centric:
* Focused onaligning transformation initiatives with financial goals to deliver measurable results and maximise value creation.

Resilient:
* Thefortitude to handle pressure, setbacks, and resistance, ensuring continuous advancement of transformation initiatives.

Example Selection Criteria for Chief Transformation Officers

There is no one-size-fits-all solution, so carefully choosing an individual whose expertise aligns with the organisation's uniqu e needs is essential.
Example selection factors include:

Deal Thesis Alignment:

*  TheCTrO's expertise should align with the objectives and key challenges of the investment thesis. While CTrOs must possess versatile skill
sets, different deal archetypes demand tailored experience and 'spikes' —whether in heavy turnarounds, commercial excellence, cost
reduction, M&A integration, or digital transformation.

Integration with Existing Leadership:
*  TheCTrO must work as a trusted partner to the CEQ, sharing a vision for the VCP and bringing new expertise to the management team. They
must strike the balance ofintegrating into the existing culture while acting as a catalyst for change.

Industry Context:
*  While not always required, sector expertise can enhance a CTrO's ability to grasp the nuances and address the specific challenges of the
portfoliocompany's operating environment. Prior Private Equity experience is very valuable.

Alignment with PE Culture:

* Private Equity firms have distinct cultures and approaches to portfolio management. CTrOs should align with the firm's values and
operational style. Forinstance, a CTrO collaborating closely with a deal-assigned Operating Partner will experience the role differently than
with a 'lighter touch' fund with limited operational involvement. Each scenario may also demand a different profile
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