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Private Equity Fund of Funds & Secondaries 
– Certification Quiz Questions 

Module SEC-01 – LP-Led Secondary Deal Analysis (3-Hour Case Study) 
 

12. You are completing an analysis of the individual portfolio companies held by a PE fund as 
part of an LP-led secondary deal (your firm is the prospective buyer of another LP’s stake). 
 
You are reviewing the historical financial information and valuation marks for ShineMaster 
Car Wash [SMCW], a premium car wash chain that this PE fund acquired at the end of FY 20. 
The GP has also provided a set of comparable public companies for SMCW, as shown in the 
image below this question. The closest pure-play comparable cited by the GP was Mister 
Car Wash. 
 
In FY 24, SMCW completed an add-on acquisition of another car wash chain at a 9.5x 
EBITDA multiple, which nearly doubled its size. Excluding the acquisition, it recorded 15% 
organic revenue growth in the most recent LTM period. The GP expects that SMCW will now 
focus on organic growth going forward. 
 
Based on this information and the data below, which of the following assumptions is LEAST 
REASONABLE for the company’s cash flow and valuation forecast? 
 

https://breakingintowallstreet.com/


 
 
 
 

 
 

2 of 5  https://breakingintowallstreet.com 

 

 
 

a. Assume continued EBITDA multiple expansion, driven by strong LTM revenue growth 
of 90%+ vs. much lower numbers for the public comps. 
 

b. Assume a moderate drop in the revenue growth rates in the projected years, in line 
with the historical organic growth rate. 
 

c. Assume the FCF conversion improves significantly and becomes less negative over 
time, returning to the FY 21 levels eventually. 

 
d. Assume that SMCW’s EBITDA margin increases modestly over time, as it is already 

far outperforming most of the public comps. 
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13. In this same LP-led secondary deal, you are working on a schedule of the fund-level cash 
flows in between the deal close date (June 30th, 2025) and the end of the fund’s life in 2031. 
 
You have forecast each remaining portfolio company’s exit date and exit equity proceeds as 
multiples of their NAVs at the time this initial secondary deal closed. 
 
To calculate the Carried Interest, you check to see if the exit date falls within the current 
period, and if it does, you take the exit proceeds, subtract the initial invested capital, and 
multiply by 20%. If the investment profits are negative, there is no Carry. 
 
An example formula in this schedule is shown in the image below this question. Which of 
the following is the BIGGEST FLAW OR OVERSIGHT in this schedule? 
 

 
 

a. The Carried Interest formulas do not support additional investments that might be 
made in each portfolio company after this secondary deal closes. 
 

b. The Carried Interest calculations are inconsistent because they compare the 
Distributions to the Invested Capital, not to the NAVs (Unrealized Values) in the 
secondary deal – even though the exit proceeds are based on NAV multiples. 
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c. There is no Hurdle Rate check, so Carry might be incorrectly distributed in 
“borderline cases” here (e.g., lower Exit / NAV multiples on later exit dates). 

 
d. These Carried Interest formulas do not account for the Carry already distributed on 

the 3 realized portfolio companies. 

 

14. In this same LP-led secondary deal, you have calculated the TVPI and Net IRR from the 
perspective of your firm, the new secondary investor in this deal. 
 
Another team member reviews your analysis and asks you to add the Gross MOIC on a 
*primary basis*, i.e., from the perspective of the original LPs who committed to the initial 
fund and retained their stakes through to the final exits. You can see the calculations for 
this in the image below this question. 
 
As a secondary investor in this deal, why would you care about the Primary Gross MOIC? 
 

 
 

a. The Primary Gross MOIC helps establish whether the LPs that sell in the secondary 
deal earn a return that meets their targets. 
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b. The Primary Gross MOIC vs. the Secondary TVPI tells you how much the returns are 
reduced due to the Management Fees and Carry over the fund’s entire lifecycle. 

 
c. The Primary Gross MOIC vs. the TVPI helps you assess the value created between 

the fund inception date and the secondary date vs. the value created between the 
secondary date and the fund wind-down. 

 
d. The Primary Gross MOIC helps compare the fund’s overall returns to previous funds 

and ensures the portfolio company exit assumptions are grounded. 
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