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Welcome to the Hold Period
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You didn't take this role to maintain the status quo. You took it because you understood, at least on some level, that working inside a PE-backed business is different. The stakes are different. The pace is different. And the way your work connects to real financial outcomes is more direct than almost anywhere else in accounting.

The moment a private equity sponsor closes a deal, a clock starts. Not a vague, metaphorical clock. A real one. The hold period, typically three to seven years, is the window in which the sponsor needs to grow enterprise value, service debt, and eventually exit at a return that justifies the investment. Every month inside that window either builds toward that outcome or chips away at it. You sit directly inside that process. The numbers you produce, the adjustments you defend, the covenants you track, and the cash you monitor all feed directly into whether this investment performs or doesn't.

That's a different kind of pressure than most accounting roles carry.

In a founder-owned business, the controller's job is largely about accuracy and compliance. Get the books right, close on time, keep the auditors happy. Those things still matter here, but they're the floor, not the ceiling. In a PE-backed company, accuracy is assumed. What the sponsor actually needs from you is something more demanding: financial rigor that protects enterprise value at every stage of the hold period. That means understanding the investment thesis well enough to know when reporting contradicts it. It means tracking covenant headroom before the lender asks. It means knowing your adjusted EBITDA is defensible before a quality-of-earnings firm ever shows up at your door.

Most controllers who struggle in this environment don't do so because they lack technical skills. They struggle because they don't fully understand what game they're playing. They bring a traditional corporate controller mindset into a leveraged, sponsor-driven environment and wonder why the pressure feels so different. The pressure feels different because the consequences are different. Leverage amplifies everything. Good performance compounds faster. Weak reporting creates problems that cascade in ways that wouldn't happen in a company without debt.

Think about what that debt stack actually means in practice. A company with a 5x or 6x leveraged buyout sitting on top of it doesn't have the luxury of a messy close or a loosely documented EBITDA adjustment. Lenders are watching. Covenants have teeth. The sponsor is tracking the investment monthly against a model they built before the ink was dry on the purchase agreement. Every number you produce either reinforces confidence in the business or introduces doubt. There's very little neutral ground.

Consider a controller named Marcus, a composite based on the kind of situation many people in this role face. He's technically sharp and came from a well-run private company where he'd built a strong close process and a clean audit track record. He stepped into a PE-backed manufacturing business nine months into the hold period and immediately felt the gap. The sponsor wanted a board package within five business days of the month end. The lender wanted a covenant compliance certificate within 45 days of quarter-end. The CFO was asking for rolling 12-month EBITDA projections with downside scenarios. None of that was foreign to Marcus conceptually, but the speed, the precision, and the consequences of getting it wrong were unlike anything he'd managed before. He spent his first 60 days catching up to a game that had already been in progress without him.

That gap, the one Marcus felt, is exactly what this book addresses.

PE ownership is structurally different from every other business context in five specific ways. First, leverage amplifies risk. When debt covenants are attached to financial metrics, a forecasting error isn't just an internal embarrassment. It can trigger a technical default or force a costly amendment process. Second, the investment thesis is explicit and documented. The sponsor built a model with specific EBITDA growth assumptions, margin targets, and exit multiples. That model doesn't disappear after the close. It becomes the benchmark against which your reporting is silently evaluated every single month. Third, reporting cadence is accelerated. Monthly packages need to be tight, clear, and delivered fast enough to support real decisions at the board level. Fourth, exit is inevitable. Whether it's three years away or six, a sale process will happen, and the quality of your financial reporting history will either support a clean diligence process or create expensive friction. Fifth, equity value is monitored continuously. Every operational decision, every capital allocation, every EBITDA adjustment you allow or push back on ties back to what this business will be worth when the sponsor is ready to sell.

You're not just keeping score. You're protecting the integrity of the scoreboard itself.

The controller who understands all five of those structural realities operates completely differently from one who doesn't. They read the credit agreement themselves instead of relying on a summary. They build covenant compliance models that update monthly, not quarterly. They push back on aggressive EBITDA adjustments because they understand that what looks good on this month's board deck can become a serious problem when a sell-side QoE firm starts pulling apart three years of add-backs. They think about the exit from day one, even when the exit feels far away.

That's the mindset this book is designed to build.
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Book One in this series focused on foundational PE controllership mechanics: understanding sponsor expectations, financial rigor, reporting discipline, and the core principles required to survive the transition to private equity ownership.

This second book takes a different approach.

Here, the focus is on the hold period.

This book covers the technical terrain that PE-backed controllers actually face. Not the generic accounting curriculum you'd find in a corporate finance textbook. The specific, real-world complexities that show up when you're running finance inside a leveraged portfolio company with a sponsor board, a lender relationship, and an exit clock running in the background.

You're going to get a thorough grounding in ASC 805, which governs purchase price accounting for business acquisitions. This is one of the most technically demanding areas a controller in a PE environment faces, and it's one where mistakes are expensive and hard to fix after the fact. You'll understand how to identify and value intangible assets, calculate goodwill correctly, handle deferred tax impacts, and document the allocation in a way that holds up under audit scrutiny.

You'll also master debt modification accounting, which becomes relevant any time your company refinances, amends its credit facility, or restructures its debt. The accounting treatment under ASC 470 matters here, and getting it wrong affects both your income statement and your covenant calculations in ways that can catch a controller off guard if they haven't worked through the mechanics carefully.

EBITDA governance gets its own deep treatment, and rightly so. Adjusted EBITDA is the single most important metric in a PE-backed business. It drives covenant compliance, board confidence, lender relationships, and ultimately exit valuation. In many portfolio companies, EBITDA governance is informal, inconsistently applied, and poorly documented. That's a problem that compounds over time. You'll build a clear, defensible framework for what qualifies as a legitimate adjustment, how to document it, how to present it, and how to push back when pressure mounts to be more aggressive than the facts support.

Software capitalization under ASC 350-40 is another area where PE-backed controllers frequently face pressure and confusion. The rules around what gets capitalized versus expensed during software development are specific, and the stakes are real. Capitalizing too aggressively inflates assets and understates expenses. Being too conservative can understate EBITDA in ways that affect covenant calculations and board reporting. You'll understand exactly where the line is and how to document your positions.

Covenant compliance and lender reporting get detailed, practical coverage. You'll build a monthly governance routine that keeps you ahead of compliance risks rather than reacting to them. You'll understand how to reconcile management EBITDA to covenant EBITDA when the credit agreement defines things differently than your internal reporting does. And you'll know how to model covenant headroom under downside scenarios so you're never the person in the room who didn't see a problem coming.

Working capital optimization, forecasting and scenario modeling, add-on integration, and exit preparation all get the same level of specific, actionable treatment. These aren't abstract concepts with general recommendations attached. Each chapter gives you the steps, the specific calculations, and the governance structures you need to actually implement what's being described.

The reason this book is different from general accounting or finance resources is simple: it's written specifically for the sponsor-owned context. The PE environment has its own vocabulary, its own pressure points, its own reporting rhythms, and its own consequences for getting things wrong. Generic corporate accounting guidance doesn't account for any of that. This book does.
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[image: ]


The structure of this book follows the natural arc of the hold period itself. You'll start where most PE-backed controllers start: in the middle of a situation already in motion, trying to build situational awareness quickly while keeping everything running. The first 100 days chapter gives you a phased, specific plan for doing exactly that.

Days one through thirty are about diagnosis and stabilization. You need to understand the investment thesis, assess reporting integrity, secure cash visibility, conduct structured stakeholder interviews, and evaluate your team, all before you start changing anything. The instinct to fix things immediately is understandable, but acting before you have full situational awareness is one of the most common and costly mistakes controllers make in this environment.

Days thirty-one through sixty shift toward reinforcing infrastructure. You'll tighten the close process, formalize EBITDA governance, build a value-aligned KPI dashboard, and start identifying systems gaps. This is where you move from stabilizer to builder, putting in place the structures that will carry the business through the rest of the hold period.

Days sixty-one through one hundred are about demonstrating value. By this point, you should have enough credibility and situational awareness to start contributing to working capital optimization, forecast discipline, and exit-readiness preparation. The first 100 days don't need to be perfect. They need to be disciplined, transparent, and directionally right.

After the first 100 days, the book moves into the technical complexities that define the middle of the hold period. Purchase price accounting, software capitalization, complex equity structures, and debt modifications all get thorough treatment. These are the areas where technical precision directly affects financial reporting quality, and where errors are hardest to correct after the fact.

The final section of the book focuses on the sell-side quality-of-earnings (QoE) process and exit preparation. By the time a sell-side QoE is underway, the work is largely already done or not done. Controllers who've maintained clean, defensible EBITDA governance, tight working capital discipline, and strong covenant compliance throughout the hold period move through diligence efficiently. Controllers who haven't spent those weeks in remediation mode, trying to explain historical decisions under time pressure.

The central lesson running through every chapter of this book is this: in a PE-backed company, financial rigor isn't just good accounting practice. It's the primary engine of enterprise value protection. Every technical decision you make, every governance structure you build, every conversation you have with a sponsor, a lender, or an auditor either strengthens or weakens the financial foundation on which the entire investment rests.

Your role as controller in this environment is one of the most consequential finance roles that exists. The technical complexity is real. The pressure is real. And the opportunity to make a genuine difference in the investment's outcome is real, too. Controllers who master these disciplines don't just protect enterprise value. They become indispensable to the people running the deal, and they build a track record that opens doors for the rest of their careers.

The chapters ahead give you the exact technical knowledge and practical frameworks to do all of that. The work starts now.
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The day you step into a PE-backed business as controller, the clock starts. Not the clock on your employment, though that's real too. The clock that matters most is the one the sponsor is watching. They've made a bet, usually a big one, and every single day of the hold period is a day that the bet either gets stronger or starts to crack. Your job, from day one, is to make sure it gets stronger.

Most controllers who struggle in PE-backed businesses don't struggle because they're bad at accounting. They struggle because they don't understand what game they're actually playing. They treat the role like a corporate controller job, with a private-equity owner bolted on. That's a mistake that costs people their credibility fast.

PE ownership is structurally different. The reporting cadence is different. The pressure points are different. The things that matter most to the people above you are completely different from what mattered at your last company. And the single biggest difference is this: there's a debt stack sitting on top of the business, and that debt stack has teeth.

Before you do anything else in your first 100 days, you need to understand the investment thesis and the credit agreement. Don't skim them. Do not have your CFO summarize them for you. Read them carefully yourself and build your own mental model of what's at stake. This isn't optional. It's the foundation on which everything else sits.

The investment memo is the sponsor's blueprint. It lays out why they bought the business, what they paid, what they expect to grow, and over what timeline. It tells you the story of the deal as the sponsor sees it. When you read it, you're not reading it as a passive observer. You're reading it as the person who's going to produce the numbers that either confirm or contradict that story every single month. That's a significant responsibility, and it starts with knowing the story cold.

Pay close attention to the revenue assumptions in the memo. What growth rate did they underwrite? What EBITDA margin did they expect at exit? What operational improvements did they assume would happen and on what timeline? These aren't just background details. They're the benchmarks your financial reporting will be measured against, whether anyone says that out loud or not. When your monthly package lands on the sponsor's desk and revenue is tracking below the model, you need to know already that before they do. You need to know why, and you need to have a clear explanation ready. That only happens if you've internalized the model deeply enough to spot the variance the moment it shows up.

The credit agreement is a different kind of document. It's legal and dense, and most controllers don't read it closely enough. That's a problem because the credit agreement is where the real constraints on the business live. It defines what the company can and can't do with its cash. It sets the covenants the business must adhere to. And if those covenants get tripped, the consequences can be severe enough to derail the entire investment.

Covenants come in two main types: maintenance covenants and incurrence covenants. Maintenance covenants require the business to stay above or below a certain financial metric at all times, typically tested quarterly. The most common one you'll see is a leverage ratio, usually calculated as total debt divided by trailing twelve month EBITDA. There's often also a minimum liquidity covenant, a fixed charge coverage ratio, or an interest coverage ratio, depending on how the deal was structured. Incurrence covenants are triggered only when the company attempts to do something specific, such as take on more debt, make an acquisition, or pay a dividend. You need to know both types cold, because both types can create serious problems if you're not watching them closely.

Here's the thing about covenant definitions that trips up a lot of controllers: the EBITDA definition in the credit agreement is often different from the EBITDA number you're reporting to the board. The credit agreement may allow certain add-backs that your internal reporting doesn't include. It may cap synergy adjustments at a specific dollar amount or percentage. It may exclude certain non-cash items that you're adding back in your management reporting. If you're using your internal adjusted EBITDA number to calculate covenant compliance without reconciling it to the credit agreement definition, you could be calculating headroom that doesn't actually exist. That's a dangerous position to be in.

Build a reconciliation schedule from day one. Start with your management-reported adjusted EBITDA. Then work through every line item in the credit agreement's EBITDA definition and identify every difference. Document each one with the specific credit agreement section it references. The output is a clean schedule that shows: management EBITDA minus disallowed adjustments plus permitted add-back differences equals covenant EBITDA. That schedule should update every month alongside your close and live in a place where you can hand it to a lender or an auditor on short notice without scrambling.

Once you've built that reconciliation, run your current covenant calculations through it. Calculate your actual leverage ratio using the credit agreement definition, not your internal one. Calculate the headroom you have before you'd breach. Then run a simple sensitivity analysis: what does your leverage ratio look like if EBITDA drops five percent? Ten percent? What if it drops fifteen percent and you also draw further on the revolver? Those three scenarios take about an hour to model, and they tell you immediately whether you're operating with comfortable headroom or whether you're closer to a problem than anyone in the room realizes.

You also need to build a covenant reporting calendar in your first week. Pull every reporting deadline out of the credit agreement and put it somewhere visible. Most credit agreements require a compliance certificate within 45 to 60 days of the end of each quarter. Many require monthly financial statements within 30 days of the month-end. Some have annual audit delivery requirements. Missing a reporting deadline isn't just an administrative inconvenience. In a credit agreement, it's typically an event of default, and even if the lender waives it, obtaining that waiver is time-consuming, expensive, and damages the relationship. Put the dates on your calendar for the first week and don't treat them as flexible.

Think about a hypothetical controller, call her Priya, stepping into a PE-backed distribution business as its first dedicated controller after the company was acquired six months prior. The previous finance lead was an accounting manager who did her best but lacked experience with leveraged structures. When Priya sat down with the credit agreement in her first week, she found three things that hadn't been tracked properly. First, the credit agreement's leverage ratio definition capped pro forma synergy add-backs at 15% of EBITDA. Still, the company had been adding back synergies well above that threshold in its internal reporting and assuming the same number applied to covenant calculations. Second, there was a minimum liquidity covenant requiring at least $3 million in unrestricted cash, plus revolver availability at all times, and no one had been formally tracking it. Third, the compliance certificate was due 45 days after each quarter's end, and the company had been delivering it on day 50 or 51 each quarter, technically in default each time without realizing it. None of these were catastrophic on their own. But together, they represented real exposure, and Priya found all three simply by reading the document carefully in her first week. She corrected the timing of the compliance certificate immediately, flagged the liquidity covenant to the CFO with a tracking schedule, and rebuilt the covenant EBITDA reconciliation from scratch. By the end of her first 30 days, the company had its first clean covenant compliance process. That's the kind of early impact that builds lasting credibility with a sponsor.

This is a hypothetical scenario, but the pattern it describes is real. The gap between what the credit agreement actually requires and what the company thinks it requires is one of the most common and consequential blind spots in PE-backed businesses. Closing that gap is one of the highest-value things you can do in your first 30 days.

Beyond the credit agreement, you need to study the lender's financial model if you can get access to it. The lender developed its own projection of the business when it underwrote the loan. That model reflects their view of the company's ability to service its debt and remain within covenants over the hold period. Understanding how they modeled the business gives you a second lens on where the pressure points are. If the lender assumed a specific revenue growth rate and the business is currently tracking below it, that's worth knowing before the next call with the lender. If the lender built in a cost savings assumption that hasn't materialized yet, that's a conversation you want to be prepared for, not surprised by.

The most recent board deck is another document worth reading carefully. It tells you how the sponsor has been communicating the business's performance to date, what narrative they've been building, and what concerns have already been raised at the board level. If there's been a recurring conversation about margin compression or working capital management, that's almost certainly going to land on your desk at some point. Better to walk into your first board meeting already knowing the context than to hear about it for the first time in the room.

Pull the purchase accounting documentation, too. When the sponsor acquired the business, an accountant somewhere prepared a purchase price allocation under ASC 805. That allocation created intangible assets that are now amortizing through your income statement. It also established the opening balance sheet that everything since has been built on. If the purchase accounting was done sloppily or if certain assets were valued aggressively, that can create downstream problems in your reporting. You don't need to redo the purchase accounting in your first 30 days, but you do need to understand what was done and whether it's clean.

By the end of your first 30 days, you should be able to answer these questions without looking anything up. What is the current leverage ratio using the credit agreement definition? What is the covenant threshold? How much EBITDA decline would it take to breach? When is the next compliance certificate due? What revenue growth rate did the sponsor underwrite? What EBITDA margin did they expect at exit? What are the two or three biggest operational assumptions in the investment thesis that haven't been fully realized yet? If you can answer all of those questions clearly and accurately, you've built the situational awareness you need to do the rest of this job well. If you can't answer them yet, that's your priority.
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Understanding the investment thesis tells you where the business is supposed to go. Assessing reporting integrity tells you whether your current numbers are actually reliable enough to navigate there. Those are two different problems, and both need your attention in the first 30 days.

The question you need to be honest with yourself about is this: would the EBITDA this business is currently reporting withstand a rigorous quality-of-earnings review? A QoE firm doesn't just check whether your math is right. They look at whether your revenue recognition is appropriate, whether your accruals are complete, whether your adjustments are supportable, and whether the EBITDA you're showing the sponsor actually reflects the business's economics. If you hesitate when you ask yourself that question, you've found your priority.

Start with the close process. How many business days does it currently take to close the books? In a PE-backed company, a 5 to 7 business-day close is a reasonable target. If the company is closing on day 12 or day 15, that's a problem. Not just because the board package is late, but because a slow close is usually a symptom of deeper issues: unreconciled accounts, manual workarounds, poor systems integration, or a team that's working reactively instead of following a structured process. Time to close is a proxy metric for the health of the entire reporting infrastructure.

Pull the last six months of balance sheet reconciliations and look at them carefully. Are all material accounts reconciled every month? Are the reconciliations actually substantive, with supporting documentation, or are they roll-forward schedules with no real analysis? Are there old reconciling items that have been sitting unresolved for multiple periods? Unreconciled balance sheet items are where accounting errors hide. A $200,000 unreconciled item in accounts receivable might be a timing difference. It might also be a revenue recognition problem. You won't know until you look.

Review the accrual methodology. Are expenses being accrued in the right period? Are there large true-up entries hitting the books in month four or five that should have been spread across the prior months? Lumpy accruals create artificial volatility in your monthly EBITDA, making it harder to explain performance trends to the sponsor and maintain a clean adjusted EBITDA narrative. If you're seeing large accrual true-ups, that's a sign the accrual process needs to be tightened.

Look at the adjusted EBITDA documentation. For every add-back in the current EBITDA bridge, there should be a clear description, a dollar amount, a period, and supporting documentation. If you're looking at a list of adjustments with no documentation to back them up, or if the same "one-time" items keep appearing month after month, that's a governance problem. Recurring items that get classified as one-time aren't one-time. Calling them that repeatedly is the kind of thing that creates serious credibility damage when a QoE firm starts asking questions. Fix the classification and documentation before anyone outside the company has a reason to look at them.

Revenue recognition deserves its own focused review. How does the company recognize revenue? Is it point-in-time or over time? Are there contract modifications, variable consideration, or performance obligations that create complexity? In many PE-backed businesses, especially those that have grown through acquisition, revenue recognition policies aren't always consistently applied across all revenue streams. If you find inconsistencies, document them and develop a plan to standardize. Revenue recognition problems are among the most expensive accounting errors to fix after the fact, and they're among the first things a QoE firm will test.

Once you've assessed the reporting infrastructure, turn your attention to the team. Your finance team is the engine that produces everything the sponsor, the lender, and the board depend on. You need to understand quickly what you're working with.

Evaluate each team member across four dimensions. First, technical capability: can they handle the accounting complexity required by a PE-backed company? Second, systems knowledge: do they know the ERP well enough to pull the data you need, or is everything going through spreadsheets because nobody's been trained on the system? Third, PE reporting experience: have they worked in a leveraged environment before, or is this new territory for them? Fourth, key-person risk: is there a single person on your team who controls critical institutional knowledge, and what happens to your close process if they leave?

That last point deserves specific attention. In many smaller PE-backed companies, there's one person who knows where everything is, how all the manual processes work, and why certain accounts are set up the way they are. That person is often not the most senior person on the team. They might be a senior accountant who's been with the company for eight years and has never documented anything because it's all in their head. That's a vulnerability. If they leave, you lose months of institutional knowledge, and your close process is at serious risk. Identify that person early, and start a knowledge transfer process immediately. It doesn't need to be a formal project. Start by asking them to document their month-end checklist. Then, the reconciliation process for the three most complex accounts. Then the revenue recognition workflow. Small documentation steps over time eliminate the key person risk without creating a burden that feels like a project.

Conduct one-on-one interviews with each key stakeholder in your first 30 days. That means the CFO, the PE operating partner (if one is assigned to the company), the deal team associate, the lender relationship manager (if you can get access), the FP&A leader, and key operational executives. Ask each of them the same three questions. Where is reporting weakest? What visibility is currently missing? What financial surprises have happened historically? Don't defend the current state during these conversations. Just listen and take notes. The patterns that emerge across multiple conversations will tell you more about the real problems than any single data source.

The gap between what people perceive and what the reporting actually shows is often where your highest-value improvements are hiding. If three different people tell you independently that they don't trust the gross margin numbers, that's a signal worth taking seriously. If the CFO says the sponsor has been frustrated by the lack of forward visibility on cash, that tells you exactly where to focus next.

By the end of your stakeholder interviews, you should have a clear picture of the three or four biggest reporting gaps, the team's capability relative to what the job requires, and the one or two areas where a visible improvement would have the most impact on sponsor confidence. That picture is the foundation of your 60-day plan.

Once you've stabilized the immediate reporting risks, start building the close infrastructure that will carry the business forward. Implement a documented close checklist with specific tasks, assigned owners, and due dates for each day of the close cycle. The checklist doesn't need to be complicated. It needs to be specific enough that any competent accountant could follow it without asking questions, and disciplined enough that the same steps happen in the same order every single month. Consistency matters more than speed. A close that takes seven days and follows the same process every month is far more valuable to a sponsor than a close that takes five days but produces different results depending on who's in the office that week.

Add a formal balance sheet review package to your close process. Every material account should be reviewed by someone with the authority to question what they see. The review should happen before the books are closed, not after. If you find a reconciling item during the balance sheet review, you want time to investigate and resolve it before the numbers go out to the sponsor. A balance sheet review that happens after the close is just documentation. A balance sheet review that happens during the close is a control.

Standardize your variance analysis templates. Every month, your board package should explain the key variances from budget and from the prior month in a consistent format. Revenue variance, gross margin variance, SG&A variance, EBITDA variance. Each one has a clear explanation of the driver, not just the number. Sponsors don't just want to know that gross margin was down 80 basis points. They want to know why and whether it's structural or temporary. A consistent variance analysis template forces your team to answer those questions every month, and it builds the analytical discipline that makes your reporting more useful and more credible over time.
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Securing Liquidity and Early Wins
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Cash discipline is the fastest way to build sponsor trust. Nothing demonstrates financial command more quickly than showing up to a conversation with clear, accurate visibility into the company's liquidity position. And nothing erodes trust faster than a cash surprise that the controller didn't see coming.

Your first task on the liquidity side is to assess the current 13-week cash flow forecast. Pull the last three months of forecasts and compare them to actual results. How accurate were they? Were the variances random, or do you see a consistent pattern where certain items are always forecasted incorrectly? Are customer collections consistently coming in later than forecast? Are vendor payments consistently larger than expected? Patterns in forecast variance tell you exactly where the model needs to be rebuilt.

A 13-week cash flow model has a specific structure. It starts with beginning cash. Then it adds cash receipts, which are customer collections based on your AR aging and your historical collection patterns. Then it subtracts cash disbursements: accounts payable payments, payroll, taxes, debt service, and capital expenditures. The result is a net cash movement for the week. Add that to the beginning cash, and you get the ending cash. Then, calculate revolver availability by taking the total revolver commitment, subtracting outstanding draws, and, if it's an asset-based lending facility, applying the borrowing base formula to your eligible AR and inventory. That ending availability number is one of the most important numbers in the model.

If the company has an ABL facility, you need to understand the mechanics of the borrowing base in detail. The borrowing base formula typically allows the company to borrow a percentage of eligible accounts receivable (often 85%) plus a percentage of eligible inventory (often 50% to 65%), subject to various reserves and exclusions. Eligible AR excludes invoices over 90 days, invoices to foreign customers unless insured, and invoices to customers who have significant past-due balances. Eligible inventory excludes work-in-process, obsolete inventory, and inventory held at third-party locations unless a landlord waiver is in place. If your AR aging deteriorates or your inventory quality declines, your borrowing base shrinks, and your available liquidity drops, even if you haven't drawn any additional debt. Controllers in ABL-backed companies need to track borrowing base availability as closely as they track the leverage ratio, because it can change quickly, and the consequences of running out of availability are immediate.

Update the 13-week model weekly, not monthly. The whole point of a 13-week forecast is short-term visibility. If you're only updating it once a month, you're not getting the benefit of the tool. Each week, compare the prior week's forecast to actual results, document the variances, and roll the model forward. Over time, this weekly discipline produces a forecast that becomes more accurate as the team learns from variances and adjusts its assumptions accordingly. A 13-week model that's been maintained weekly for six months is a completely different tool from one that gets updated whenever someone asks for it.

While you're building the liquidity infrastructure, look for early wins that you can deliver visibly within the first 60 to 90 days. Early wins matter in a PE-backed company because they establish your identity in the organization before anyone has enough data to form a complete picture of your capabilities. The sponsor and CFO are watching to see whether you're going to be a stabilizing presence or a source of new problems. A visible win early in your tenure answers that question definitively.

The EBITDA bridge is one of the best places to find a quick win. In many PE-backed companies, the EBITDA bridge presented to the board is either missing entirely or a rough document with limited detail. A clean, well-organized EBITDA bridge shows actual EBITDA versus prior month, actual versus budget, and a clear breakdown of every adjustment with supporting documentation. Building that document from scratch and delivering it with the next board package is a concrete, visible improvement that the sponsor will notice immediately. It's not glamorous work, but it signals that you understand what matters in this environment.

Reducing the close timeline is another high visibility win if you can do it without sacrificing accuracy. If the company is currently closing on day 12 and you can get it to day 8 within your first 90 days by implementing the close checklist and removing manual bottlenecks, that's a measurable improvement that demonstrates both technical competence and process leadership. Be careful not to over-promise on close acceleration. Promising a 5-day close when you haven't fully assessed the team's capacity and the system's limitations is a mistake. Promise what you can deliver, deliver it consistently, and then push further once you've proven the baseline.

If you identified a material reporting risk during your first-30-day assessment, surfacing it proactively is itself an early win. Sponsors value controllers who identify problems and present solutions, not controllers who wait for problems to surface on their own. If you found an issue with covenant EBITDA reconciliation, a revenue recognition inconsistency, or an unreconciled balance sheet account, document it clearly, quantify the impact, and present it to the CFO with a specific remediation plan. The conversation might be uncomfortable, but it builds far more trust than the alternative, which is letting the problem persist until someone else finds it.

By day 100, your goal is a specific and measurable outcome in each of the three core areas. Reporting should be predictable: the close follows a consistent timeline, the board package is clean and complete, and the EBITDA bridge is fully documented. Cash visibility should be reliable: the 13-week model is updated weekly, forecast accuracy has improved from where it was when you arrived, and revolver availability is tracked in real time. And covenant compliance should be disciplined: the reconciliation from management EBITDA to covenant EBITDA is documented, and current headroom is calculated monthly, and every reporting deadline is being met on time.

Those three outcomes, predictable reporting, reliable cash visibility, and disciplined covenant compliance, are the foundation on which everything else in the hold period gets built. They're not the ceiling of what a great PE-backed controller can accomplish. They're the floor. But they're a floor that many controllers never fully establish, and the absence of that foundation creates the cascading problems that show up later in the hold period, when the business is under stress. The sponsor needs to be able to trust every number on the page.

The first 100 days aren't about transformation. They're about earning the right to lead. You earn that right by demonstrating that you understand the investment thesis, that your reporting is reliable, and that you have command of the company's cash position. When you've done those three things, the sponsor stops seeing you as a new hire who's still finding their footing and starts seeing you as a finance leader who can be trusted with more. That's the transition that makes the rest of the hold period possible.
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Your First 100 Days: What to Do and When
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The section below outlines the specific sequence of actions to follow over your first 100 days. These aren't general guidelines. Each step has a clear deliverable and a clear timeline.

Days 1 through 30: Diagnose and stabilize. Request and read the investment memo, credit agreement, lender model, most recent board deck, 13-week cash flow forecast, and purchase accounting documentation. Build your covenant EBITDA reconciliation schedule. Calculate current covenant compliance and headroom. Build the covenant reporting calendar. Review the last six months of balance sheet reconciliations. Assess the close timeline and identify the three biggest bottlenecks. Conduct one-on-one stakeholder interviews with the CFO, operating partner, deal team associate, lender relationship manager, FP&A leader, and key operational executives. Evaluate your team across technical capability, systems knowledge, PE experience, and key-person risk. Identify the single highest-risk person to lose and begin a knowledge transfer process with them.

Days 31 through 60: Build infrastructure. Implement a documented close checklist with assigned owners and daily due dates. Add a formal balance sheet review package to the close process. Standardize variance analysis templates for the board package. Write a one-page adjusted EBITDA governance policy that defines permitted adjustments, documentation standards, and the distinction between run-rate and one-time items. Build a monthly EBITDA bridge template showing actual versus prior month, actual versus budget, and a clean breakdown of all adjustments. Rebuild or validate the 13-week cash flow model and begin weekly updates. If the company has an ABL facility, build a borrowing base tracking schedule that updates with each weekly model refresh.

Days 61 through 100: Demonstrate value. Deliver the first board package using your new EBITDA bridge and variance analysis templates. Present the covenant compliance schedule, including a headroom analysis, to the CFO and share it with the sponsor, if appropriate. Identify one visible metric that has improved since you arrived, whether that's close timeline, forecast accuracy, or covenant documentation quality, and be prepared to speak to it clearly. Conduct a preliminary exit readiness gap assessment: review internal control documentation, revenue recognition testing risk, tax exposure, and data room completeness. Develop a quiet internal checklist of improvements needed before an eventual sale process. Share it with the CFO as a working document, not a formal deliverable.

Three actions, above all else, will determine whether your first 100 days succeed. Review the credit agreement yourself and build the covenant definition reference guide. Implement a documented close checklist with accountability. And standardize the 13-week cash flow forecast with weekly updates. Those three actions, done well and consistently, establish the foundation on which the entire hold period is built.
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​CHAPTER 2:––––––––Adjusted EBITDA Governance:
Protecting the Valuation Metric
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● ♦ ●

Adjusted EBITDA is the number everything else gets measured against in a PE-backed business. It determines whether you're inside your covenants or dangerously close to breaching them. It anchors every board conversation about performance. It's the starting point for every valuation discussion when the sponsor eventually decides it's time to sell. And yet, in a surprising number of portfolio companies, the process for calculating it is informal, inconsistently applied, and barely documented. That's not a minor administrative gap. It's a strategic vulnerability that compounds quietly until the moment it can't be ignored anymore.

The math behind why this matters is simple. Enterprise value in a PE transaction equals EBITDA multiplied by a negotiated multiple. If your business trades at a 9x multiple and you add back $1 million to EBITDA, you've just implied $9 million of additional enterprise value. That's real money. It's also real pressure. When each dollar of add-back carries that kind of weight, the temptation to be aggressive with adjustments is constant. Sponsors want the number to look as strong as possible. Management wants to show the business in the best light. And the controller sits in the middle of all that, responsible for ensuring the number is both defensible and honest.

That's a harder job than it sounds.

Weak EBITDA governance doesn't usually announce itself with a single dramatic failure. It erodes gradually. A "one-time" legal settlement that gets added back three years in a row. A run-rate cost savings adjustment that's never tied to a specific executed
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