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Private Equity Portfolio Company Corporate 
Governance 

 
1. Governance 

A well governed private company is one in which the board is actively engaged and immersed in the 
details. Trust and knowledge brings together early-stage boards. It is also what keeps them together. Key 
components of successful investor boards include diverse industry experience and the ability to react 
quickly and respond to challenges, given the rapid changes that characterize such companies. 

2. Engagement 

An active engagement strategy is drawn for every investment. Getting aligned at the beginning of the 
relationship and having an open dialogue about what is and is not working is key. By building boards that 
align with the business needs early, evaluating the fit of potential directors and establishing board 
structures that balance good governance, firms will be best positioned to drive value and get the edge they 
need in today’s highly competitive private equity landscape. 

3. Board Members 

Having some “independent” (i.e. non-family members) is often very beneficial on a board. If the board is 
comprised of just family members/insiders, then the board is usually a board in name only and it not 
providing any true governance. Non-family executives bring additional knowledge of best practices and a 
wide range of perspectives and experience. 

4. Board Size 

The ideal size for a growing company’s board is important. Having a manageable number of directors is 
ideal (5-7) – large enough to access the additional experience and perspective you need. Larger boards 
can lead to endless discussion and organizational challenges. 

5. Formality 

It is important to maintain formality in the boardroom. The formal, methodical and predetermined 
procedures for dealing with circumstances is key to a successful board. 

6. Co-Investors 

It is preferred to avoid giving board seats to co-investors that wish to have a role on the board. Awarding 
observer or visitation rights to that co-investor is favored. Observer rights are an effective way to engage 
investors without sacrificing control. 
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7. Relationships 

It is important to foster relationships outside of the boardroom in order to maintain trust, effective 
communication and cohesion. The failure to build and maintain strong relationships among the board 
members could lead to tensions among the board during difficult times. 

8. D&O Insurance 

Director and officer policies are important means of addressing the risks of settlements/judgments arising 
from shareholder actions as well as investigations. Understanding the exclusions in their policy is 
important. 

9. Advisory Boards 

The private equity fund advisory board is formed for the purpose of assisting investment advisors with 
sourcing transactions and as a resource for industry expertise for advisors. Advisory boards are extremely 
helpful to general partners when they’re setting up a private equity fund and through the life of it. 

10. Compliance 

Today’s marketplace presents a lot of complex, moving pieces for private equity firms to monitor and 
evaluate. The financial landscape is changing in unexpected ways, causing new and more exposures to 
compliance risks. It’s important for private equity firms to ensure that they fully understand all the laws and 
regulations and take careful steps to protector their investors, their firms and themselves. 


