
How Does a 
PE Fund Work

Structure of 
a PE Fund
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PE Fund 
(closed-end 

fund, usually 
10 yrs)

LPs or Investors

GP – General 
Partner - SPV

Private Equity 
Firm Sponsor

Responsible for execution 
and duty towards LPs

Provide capital but not liable 
beyond contributing capital

PE Fund 
(closed-end 

fund, usually 
10 yrs)

LPs or Investors

GP – General 
Partner - SPV

Private Equity 
Firm Sponsor

Responsible for execution 
and duty towards LPs

Provide capital but not liable 
beyond contributing capital

Portfolio 
Company 1 

Portfolio 
Company 2

Portfolio 
Company 3

Portfolio 
Company…

OFFSHORE

ONSHORE

Most private equity firms take the form of Limited Partnerships

Investment 
Manager

Manages day to day business, 
deal execution, reporting, etc
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Duty Mandate Evaluate Oversee

BUSINESSESINVESTORS

LP AGREEMENT GOOD INVESTMENTS

Life of a PE Fund
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Life of a PE Fund

FUND 
RAISING

INVESTMENT 
PERIOD

HOLDING 
PERIOD

DIVESTMENT 
PERIOD

The period during 
which the fund 
raises capital 

from LPs

Can last between
1-2 years 

Advisors are 
normally used 
to help with 
the process

Most funds have
investor relations 
teams that lead the 
process internally

Life of a PE Fund

FUND 
RAISING

INVESTMENT 
PERIOD

HOLDING 
PERIOD

DIVESTMENT 
PERIOD

The period during 
which the fund 

deploys capital into 
new investments

Often 4-5 years 
in a 10 year 

duration fund

During this period capital is 
called from LPs whenever the PE firm 

needs to pay for an investment

© 2022 Financial Edge Training 4



Life of a PE Fund

FUND 
RAISING

INVESTMENT 
PERIOD

HOLDING 
PERIOD

DIVESTMENT 
PERIOD

The period during 
which funds hold 
investments in 
their ownership

Create value 
through various 

strategic 
initiatives

Monitoring is 
usually done by the 
Investment Team

Important drivers  
(KPIs) for the 

business will be 
regularly requested

Life of a PE Fund

FUND 
RAISING

INVESTMENT 
PERIOD

HOLDING 
PERIOD

DIVESTMENT 
PERIOD

Monthly or quarterly
reports (High level 

financial information 
and developments) 

Annual reports 
(Full year 
financial 

information)

Quarterly or annual 
meetings (Give 

presentations and 
answer questions)

Audited annual 
financial reports 
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Life of a PE Fund

FUND 
RAISING

INVESTMENT 
PERIOD

HOLDING 
PERIOD

DIVESTMENT 
PERIOD

The period during 
which funds exit 

their investments

Invested capital and 
profits are returned 
to the LPs and GP

The cumulative 
cash flow position 
generally follows 

a J-curve

Distributions
the investor receives 

overtakes the 
capital calls

PE Fees
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Portfolio Companies

PE Fund

Investors

Management of 
portfolio companies 

also receive a 
share of the profits

Fees in Private Equity 
are designed to align 
interests between…

PE Fund 
(closed-end 

fund, usually 
10 yrs)

Portfolio 
Company 1 

Portfolio 
Company 2

Portfolio 
Company 3

Portfolio 
Company…

LPs Investors

GP – General 
Partner - SPV

Private Equity 
Firm Sponsor

Investment 
Manager

OFFSHORE

ONSHORE

Carried Interest, share of profits 
(commonly 20%)

Management FeeManagement Fee 
(commonly 2% p.a.)

TRANSACTION FEES
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PE Governance 
and Organization

ORGANIZATION
Most firms have lean HR structures
with 3-6 levels or seniority:

Partners

Principals

Associates

PE Firms are usually led by one 
Managing Partner who is a CEO 
or Chairman or by a collegiate 
group of senior most partners
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COMMITTEES Committees are designed to help 
the PE firm with investment 
decision making and 
administrative management

Nearly all firms have an 
executive committee and 
an investment committee

REPORTING & 
GOVERNANCE

Reporting requirements to investors are 
set out in the LPAs and often include:

PE firms keep a close eye and 
control on portfolio companies 
through investment boards

Details on valuation, portfolio 
company summaries and fund 
development are shared

Monthly Written Updates

Quarterly Meetings

Important Annual Meetings
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Please do not redistribute these materials without the 
express permission of Financial Edge Training.

www.FE.training
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