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In our many years publishing the annual Private Equity and Venture Capital
Compensation Report, both before and after the peak, we've seensignificant changes in
private equity and VC compensation trends. This year, we see some settling in the
market.

This year's report includes actual data from hundreds of partners and employees that
represent several hundred private equity and venture capital firms. As we collected the
data in October and November of 2011, and did not see significant market events since
that time, we feel comfortable presenting the 2011 numbers as final.

The Report addresses issues such abase and bonuscompensation earned (both by title
and by fund size), fund performance and its impact on bonus levels, the many facets of
carried interest, satisfaction with pay and job security concerns. The Report also seeks to
understand how private equity professionals perceive their work and what they expect
from their employers.

Where we could, we included insights from the industry and our detailed experience in
the job market. That said, the data points in this report are basedsolely on data collected
directly from private equity and VC pro fessionals.

We feel a responsibility to present a compensation benchmark resource that is
comprehensive, reliable and affordable. We know that we met that goal again this year
and we hope, after reading the Report, that you feel we exceeded it as well.

Some of the big questions answered in this analysis include:

What are the compensation levels and ranges by title ?

How does fund size and performance affect pay?

What is the balance between lasesalariesvs. bonus payouts?
Which titles earn the most and how has their comp changed?
Who is sharing in carry and at what levels?

=A =4 =4 =4 A

We're confident this report will provide you with valuable information, whether you are
negotiating your compensation package, setting goals for your professional
development, or establishing benchmarks for your firm 's compensation policies.

Sincerely,

™.

David Ko chanek, Publisher
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It seems the U.S. private equity industry has reached a mature stage with the
number of new firms launching stabilized, billion s of dollars of capital ready to
invest SO-EEOOI EOQOW?EUVUA wx OPE]T U? AWEOEwWOPOI UUT bx wOi w

2011 brought with it plenty of fund raising activity and it was clear from the
respondents that the success of that activity was all over theboard. The smaller
funds continue to do most of the fund raising activity, while the larger funds
continue to scoop up most the money (and are holding more than they invest).

Yet, the typical private equity firm (in terms of numbers) is anything but larg e
and might only be on their first or second fund, with a most recent fund size of
less than $500 million.

Even how these firms manage their investments seems more settled and focused
on a longer timeline. Private equity firms are no longer keeping their portfolio
companies for just a few years and then exiting. A buy, build and hold strategy is
now the norm, which translates into the need for a different type of talent than
demanded during the peak years.

Gone are the days when firms concentrated their efforts on financial engineering
to the exclusion of operational improvements. Now, it's about increasing
portfolio company revenues and reducing costs. Operational management is
back in favor and is requiring both job candidates and the firms to rethink t he
required skill sets for success.

Last year we mentioned another industry trend to watch ¢ the demand for
internal fundraising team members. Fund managers are looking to broaden their
investor base due to many investors directing new fund investments t o more
established funds. Firms are looking for individuals with proven capital raising
experience and close Limited Partner relationships to help in that effort . This
year, 9 percent of those with marketing and fund raising responsibilities
identified the mselves as dedicated solely to that activity.

So, what exactly does this more mature private equity and VC industry mean for
those professional who earn their living from it?
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2011 brought with it a solid level of earnings for most private equity and VC
professionals. Compensation for just about every partner and employee at the
firm is up and many are enjoying double digit increases in total compensation.

A segment of respondents stated they did not expect an increase in their overall
compensation but for those who did, the average expected increase over last year
was a very healthy _ percent. Again this year, more than __ percent expected
double digit increases over last year.

For firms with 25 employees or less, we saw an overall higher average total
compensation than in 2010. We believe that this was driven by the increased
demand for private equity talent in the larger firms and the need for the smaller
firms to keep pace in order not to lose their most talented players.

We believe this upward compensation trend will continue in 2012.
This year's compensation report is primarily made up of responses fromNorth
America and the U.K., with about a 30 percent representing senior level positions
and 40 percent representing mid-level positions.
Someof the highlights from this year's report include:

1 The annual average compensation for private equity and VC professionals

increasedE a 6
f Bonuses comprised __x1 UET OUwOl wOT PUwal EUZUWEOOx1 OU

1 __ percent of professionals expected no change in theiryear over year
compensation, while ___ percent expect a double digit increase or more.

T , ! s Uuwl EUpbrtehtigher basesalary OOwWE YT UET 1 OWEUUS

i are in the greatest demand with 1 in 3 firms currently

hiring for that talent.
1 The majority of professionals with at least years work experience have
some level of carry as part of their compensation package.
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We surveyed hundreds of partners, principals and employees during October
and November 2011 to benchmark compensation practices. Respondents
represented firms from around the globe, with a strong concentration in North
America. Included are some of the largest and most recognized private equity
and venture capital firms and those that make up most of the industry, the small
shops.

A sample of some of the participating firms include s (listed with permission) :

Buy the Report to Access the Results
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In the private equity and venture capital industries, bonus payouts tend to be a
substantial component of total comp ensation. The higher overall earnings, the
more bonusesplay a part in determining total compensation.

On average, this year bonus is reported at ____percent of total compensation (up

from __ percent last year). For those making more than $xxx,000 the bonus

accounts for __percent or more of total cash compensation which is in line with
OEUUwal EUzUwi POEPOT Uwi OUwWUT PUwUxxT UwUEOT 1 &

Level of Cash Earningsin 2010
(in USD)

Figure 1: 2010 Level of Earnings
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Projected Level of Cash Earningsin 2011
(in USD)
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Figure 2: 2011 Level of Earnings

How They Made Their Money in 2010

Mare then 51 million

$500.000to 51 mil
$300,000 to $500,000
$250,000 to $300,000
$200,000 to 5250,000 BU}' the REDDH to Access the Results
$150,000 to $200,000
$100,000 ta $150,000
$50,000 to $100,000

550,000 or less

Figure 3: 2010 Base vs. Bonus Pay
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How They Made Their Money in 2011

More than $1 million
$500,000 to $1 mill
$300,000 to $500,000
$250,000 to $300,000
$200,000 to $250,000
$150,000 to $200,000
$100,000 to $150,000
$50,000 to $100,000
$50,000 or less

Buy the Report to Access the Results
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$500,000 $1,000,000 $1,500,000 $2,000,000 52,500,000
usp

Figure 4: 2011 Base vs. Bonus Pay

Similar to last year, this year almost ____reported no change in their
compensation. The percentage of people predicting a decrease in total
compensation this year, however, increased from ___percent to __ percent.
Although UT PUwBUOZz OwUT | two yedrd@y®® Upenednt), iid)dn b
indicator that 2011 6 .
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Cash Earning This Year vs. Last
1%

.. I

nan 20%

Buy the Report to Access the Results

o770

Figure 5: Yearover Year Changes

Again this ye ar, many were expecting double
digit increases over last year. Last year
percent of respondents expected double digit
increases, this year that number dropped only
slightly to __ percent. Despite continued
pressure on earnings achieved in the financial
sector, there is still plenty of earning
opportunity for thosein VC and private equity . It is about being with the right
firm in the right markets.

"6 | add more value to th
firm than is reflected in
my comp'’

With an increased demand for ( firms are hiring in this
area) and an overall positive outlook regarding compensation, we expect that in
2012firms will continue to 0 ..

It is worth noting that last year's report revealed big increases in total cash
compensation for Analysts, the entry point in this industry . In 2011, those
starting positions only saw a percent increasein total compensation.
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Oneindustry trend we discussed last yearwas the hiring of internal fund raising
team members. Fund managers are looking to broaden their investor base due to
a movement of dollars to the larger, more established firms. Firms are looking for
individuals with proven capital raising experience and close Limited Partner
relationships.

This year, percent of those with marketing and fund raising responsibilities
identified themselves as dedicated solely to that activity. Their base vs bonus
compensation ratioo ..

One thing to keep in mind, common titles such as Manager and Analyst (or
Senior Analyst) can (and do) mean very different things to different firms. This is
especially true at smaller firms, where each person tends to wear more hats than
at their larger firm counter parts. In total, ___percent of this year's respondents
stated they have some level of investment responsibility in their firm ¢ very
consistent with & .

Median Cash Compensation by Title
(Thousands USD)

W 2010

2011

1IH”|1IIIL

Figure 6: Compensation by Title ¢ This Year vs. Last
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This year we saw that percent had some level of bonus guarantees although
the levels were all across the board from percent to percent. Of those
who did receive bonuses, only percent were required too .

Guaranteed Bonus Percentage

7%

Figure 7: Guaranteed Bonus Percentage
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Below is a summary chart of reported median compensation by title .

| Median | Percentile |
|Title Base Bonus Total 25% 75%
-~
—_— Buy the Report to Access the Results
L _Rpeeey

Note: In thousands of USD. Excludescountries where compensation practicesvary significantly

from USA, Canada and UK.

Figure 8 Median Compensation and Ranges by Title

Size of Group and Firm

100 or more
= Firm

50

m Group
25
10
5
Upto5

0% 10% 20% 30% 40% 50%

Percentage of Respondents

Figure 9: Size of Group and Firm
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Compensation by Firm Size

© Bonus

m Base

Thousands of USD

Firm Size by Number of Employees

Figure 10: Compensation by Firm Size (Employees)

Type of Firm

Both VC and Private
Equity

Venture Capital 21%

23% aem T Sz
=
e

-
4
f’ -

Private Equity
56%

Figure 11: Type of Firm
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Notable Differences Between Firm Types

m Both

Thousands USD

m Private Equity

Venture Capital

Common Roles

Figure 12: Notable Compensation Differences Between Firm Types

#DI 11 Ul OUwi @éebrurttte pasiutte V@ fiyms 6 . The downside this
year was that their average bonuso .

3T EUzZUwOOUwUOU®BAOawUOl Rx1 EUIl EwWEUW

Expected Bonus Level by Fund Performance

1l

Fund Performance

Bonus in USD

Figure 13: Bonus Level by Fund Performance

We were a bit surprised to see basically two levels of bonuses across the fund
performance spectrumo .
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In order to understand the most common investment strategies, we asked
participants to select one or more strategies.Again this year, the most popular

strategies include: small to mid -cap private equity, LBO, and all stages of venture

capital.
Most Common Investment Strategies
o &R & & & & & @q’o & « & &
< N S S S N & 2 S & N
& & (v,b«\* & & & <zg;z} & %Qg,b " & L
] & © K 9 ’\Q‘-: RS @ \é“ ) L},}z
<& & Q¥

Figure 14: Most Common Investment Strategies

Size of Most Recent Fund

Moreltgoa/n $1B < $100 mill
o - - 24%

$100 mill to $1 B
59%

Figure 15: Size of Most Recent Fund
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Below is a summary chart showing b ase andbonus levels for 2011 by both firm
size (based on AUM) and title.

Note: 2011 average compensation in thousands of USD. Excludescountries where compensation
practicesvary significantly from USA, Canada and UK. Also excludes positions where enough
data was not available to create a significant average.

Figure 16: Base and Bonus by Frm Size (AUM) and Title
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