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Rollover Equity Benefits: Why It's a Must-Have Tool for
Independent Sponsor Deals
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Key rollover equity benefits for private equity and independent sponsor deals:

» An optimal tool for aligning buyer/seller incentives (i.e., in deals with no rollover, there is often a concern “what
does the seller know that | [the buyer] don’t know?”)

» Bridges the valuation gaps with a seller

» As the cost of debt has increased/been constrained, rollover equity can help solve the capital stack

» Rollover as a share of total EV has increased to an average 16.9% (and we have seen a few deals this past year
with rolling sellers retaining 40%+)

» PE/independent sponsors and sellers have discovered that the best deals are built not only on capital, but on a
shared vision/conviction of the future partnership

» Tax-efficient deal tool (i.e., both seller’s ability to defer taxable gain on the roll + parties’ ability to potentially pay
no capital gains tax on up to $15 million of gains per investor on a future sale (Qualified Small Business Stock)
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John Koeppel's commentary on " Middle Market Growth- 2026 Outlook Report // Special Edition " (January 6, 2026)
for Middle Market Growth.

Disclaimer: The information in this post is provided for general informational purposes only, and may not reflect the current law in your
jurisdiction. No information contained in this post should be construed as legal advice from our firm or the individual author, nor is it intended to
be a substitute for legal counsel on any subject matter. No reader of this post should act or refrain from acting on the basis of any information
included in, or accessible through, this post without seeking the appropriate legal or other professional advice on the particular facts and

circumstances at issue from a lawyer licensed in the recipient’s state, country or other appropriate licensing jurisdiction.
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