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TERMS OF USE

The information contained in this document is based on sources and information
reasonably believed to be accurate as of the time it was created. However, this
material deals with topics that are subject to ongoing changes related to the
industry, the job market, compensation methods, as well as legal and compliance
issues. Therefore, the completeness and current accuracy of the materials cannot
be guaranteed. These materials do not constitute legal, compliance, financial, tax
accounting, employment or related advice.

The user of this information should therefore use the contents of this material as
a general guideline and not as the ultimate source of current information and,
when appropriate, the user should consult their own legal, accounting or other
advisors.

THE INFORMATION PROVIDED IN THIS PRODUCT IS SOLD AND
PROVIDED ON AN "AS IS" BASIS WITHOUT ANY EXPRESS OR IMPLIED
WARRANTIES OF ANY KIND.

SELLER SHALL NOT BE LIABLE TO USER (OR ANY OTHER PARTY) FOR
ANY DAMAGES, OR COSTS, OF ANY CHARACTER INCLUDING BUT NOT
LIMITED TO DIRECT OR INDIRECT, CONSEQUENTIAL, SPECIAL,
INCIDENTAL, OR OTHER COSTS OR DAMAGES, IN EXCESS OF THE PRICE
PAID FOR THIS PUBLICATION. THESE LIMITATIONS MAY BE AFFECTED
BY THE LAWS OF PARTICULAR STATES AND JURISDICTIONS AND AS
SUCH MAY BE APPLIED IN A DIFFERENT MATTER TO A PARTICULAR
USER.

BY THE USE OF THIS DOCUMENT, THE USER WILL BE DEEMED TO HAVE
ACCEPTED THE PROVISIONS OF THESE TERMS.
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Introduction

In our many years publishing the annual Private Equity and Venture Capital
Compensation Report, both before and after the peak, we've seen significant changes in
how private equity and VC compensation works.

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.

This year's report includes actual data from 2009 plus projected compensation numbers
for 2010. As we collected the data in October and November of 2010 and did not see
significant market events since that time, we feel comfortable presenting the 2010
numbers as final.

The Report addresses issues such as base and bonus compensation 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.

Although the discussion includes insights from industry analysts, understand that the
data in this report is based solely on data collected directly from private equity and VC
professionals.

Some of the big questions answered in this analysis include:
e What are the compensation average and ranges by title?
e What is the balance between base vs. bonus payouts?
e  Which titles earn the most and how has their comp changed?
e Whois sharing in carry and at what levels?
e How does fund size and performance affect pay?

We're confident this report will give you what you need whether you are negotiating
your own compensation package or setting benchmarks for your firm's compensation
policies.

Sincerely,

™.

David Kochanek, Publisher
www.PrivateEquityCompensation.com
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Executive Summary

The impact of the global economic downturn on private equity is evident in the
big numbers: funds raised and the number of deals done. The peak of 2007, with
more than $600 billion invested, now seems like a very distant past. In terms of
the number of deals done, 2010 is likely to end up at a level roughly equal to pre-
2004 levels.

With the level of funds raised and the capital being invested at a fraction of the
rate from 5 years ago, and with fewer active private equity and venture capital
firms remaining, continued negative pressures on compensation would be
expected... but it didn't happen in 2010.

In 2010, a solid number of deal closings and many more exits than last year have
led to improved compensation for just about every partner and employee at the
tirm. This is especially true at the bigger firms where economies to scale result in
a higher level of earnings across nearly all positions.

The industry mindset has changed. Gone are the boom days when firms
concentrated their efforts on financial engineering to the exclusion of operational
improvements. Now it's about getting more from the portfolio companies.
Operational management is back in favor and is requiring both job candidates
and the firms to rethink the required skill sets for success.

Increase revenues and decrease costs - it's an old formula that is in style once
again and it's driving up the value of portfolio companies and the firms that hold
these investments. Welcome to the new normal.

Another industry trend to watch is the demand for internal fundraising team
members. Fund managers are looking to broaden their investor base and need
individuals with proven capital raising experience and close Limited Partner
relationships. The challenge with these roles is setting up a compensation
structure that works for the firm, the employee and the SEC.

This year's compensation report is primarily made up of U.S. responses, with
about a quarter of the respondents representing executive management and half
representing mid-level positions.

© 2011 PrivateEquityCompensation.com
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Not surprisingly, in a year where the big players are complaining they've been
priced out of the market for buyout deals, private equity professionals reported
an increase in total earnings over the previous year. With plenty of dry powder
and the clock ticking on the time frame to make investments, funds are looking
to put that money to work. This means more deals and greater demand for talent
from both the investment and operational sides of the business.

As 2010 wraps up, a big percentage 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 13 percent - a welcome return to double
digit increase levels. In fact, an impressive 45 percent expected double-digit
increases over last year.

Is this a sign that better times in the private equity and VC markets are already
here? We believe it is. We expect continued demand for junior level investment
professionals, operational improvement players at the senior levels, and
fundraisers. Add to this that firms are now positioning to keep talented
professionals from leaving for greener pastures, and an upward compensation
trend will likely continue in 2011.

Some of the highlights from this year's report include:

e The annual average compensation for private equity and VC professionals
was over $230,000 USD with an average 3.4 weeks of vacation earned.

e For the second year in a row, an increase in dissatisfaction with pay that
signals a stronger market.

e Although usually an advantage, an MBA doesn’t guarantee better
compensation, especially for those with 5 years or more of work
experience.

e Primarily a function of fund size, venture capital firms tend to pay less for
comparable positions in "pure play" private equity firms.

e Executive firm management saw little to no change in base compensation,
however, expected bonus increases were reported in the 20 to 30 percent
level.

The 2011 Private Equity Compensation Report should help job seekers better
manage their pay expectations and fund managers establish compensation
package benchmarks.

© 2011 PrivateEquityCompensation.com
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Methodology

We surveyed hundreds of partners, principals and employees during October
and November 2010 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.

Some of the participating firms include (listed with permission):
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Pay Levels

In the private equity and venture capital industries, bonus payouts tend to be a
substantial component of total compensation. The higher overall earnings, the

more bonus plays a part in determining compensation.

On average, bonus is reported at 36 percent of total compensation but for those
making more than $300,000 the bonus accounts for 46 percent or more of total
cash compensation.

$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

You may only use content in this report with a link back to

S-

How They Made Their Money in 2010

M Base

Bonus

$100,000 $200,000 $300,000  $400,000  $500,000
usD
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Total Earnings This Year vs. Last

More than Double
Increased 51% to 100%
Increased 21% to 50%
Increased 10% to 20%
Increased Less than 10%
Same as Last Year

Decreased this Year

Decreased by More than 20%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

Percentage of Respondents

The percentage of respondents reporting a decrease in compensation dropped
from 16 percent last year to only 6 percent this year, a sign of stabilization in the
private equity market.

On the other side of the coin, we saw very little change in the percentage of
people reporting increases in their overall compensation; 52 percent to 48
percent.

The biggest change came from those expecting double-digit increases over last
year, an impressive 45 percent of respondents. Is this a sign that better times
have already arrived in the private equity and VC job markets? We believe that it
is. With the greater market demand for junior level investment professionals,
firms are now positioning to keep talented professionals from moving and this
trend will likely continue in 2011.

New regulations on reporting and need for courting new investors also
expanded the desire build in-house teams for investor relations. When hiring
these individuals, there is less focus on direct investment experience. Firms look
for people with strong project management, communication skills, and
marketing program development experience to fill these roles.

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

© 2011 PrivateEquityCompensation.com
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at their larger firm counter-parts. In total, 88 percent of this year's respondents
stated they have some level of investment responsibility in their firm.

Bonuses for 2010 overall are expected to increase by more than 10 percent.

This year we saw that 28 percent had some level of bonus guarantees, although
the levels were all across the board from 5 percent to 100 percent. Of those who
did receive bonuses, only 12 percent were required to invest some amount of
their bonus back into the fund.

Guaranteed Bonus Percentage

51t090% 100%
50% 5% >%
7%

11to 40%
6%

1to 10%
5%

None
72%

Senior management saw little to no change in base compensation, however,
expected bonus increases were reported in the 20 to 30 percent level for CFO's,
Directors, Investment Managers, and Principals. The highest expected bonus
increases came from Managing Directors who expected a 33 percent bigger
bonus this year.

© 2011 PrivateEquityCompensation.com
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Differences Between Firm Types and Fund Size

68 percent of respondents are part of groups with less than 10 team members and
91 percent have less than 25 team members.

When looking at the firm size, 43 percent reported being part of a firm with less
than 10 team members and 64 percent with less than 25.

Size of Group and Firm

100 or more
B Firm

50

B Group
25
10
5
Upto5

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

Percentage of Respondents

When looking at compensation averages by number of individuals in the firm,
once again this year, mid-sized firms provide a compensation advantage over
very large firms, especially when it comes to base salary.

Why? As we’ve reported in previous years, responsibilities and compensation
vary significantly depending on the size and type of firm. Small to mid-sized
firms have need for more experienced team members who can take on many
responsibilities, and are willing to pay a small premium to get these players.
We saw a greater proportion of firms identified as private equity or a
combination of venture capital and private equity.

© 2011 PrivateEquityCompensation.com
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"A shakeout is taking place
in the private equity
sector...”

Type of Firm

Both VC and
Venture Capital —_— Private Equity
18% 23%

Private Equity
59%

Organizational Structure of the Firm

IndependentVC Firm

Other
0
3% \ 7%
General Partnership

Family Office
7% ™ 25%

Corporate Investment
8%

Ltd Partnership
14%
AN Independent PE Firm
22%

Common titles such as Associate, Director, Managing Director and Principal
show different levels of compensation based on the type of firm. There are
significant differences in total compensation across firm types, especially at the
higher levels.

© 2011 PrivateEquityCompensation.com
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Continuing the trend, for most positions, the VC firms don't keep up with pure
play private equity funds when it comes to compensation. One break out area for
2010 is the expected level of bonuses at the VC firms.

Change in Pay This Year vs. Last

16%
14%
12%
10%
8%
6%
4%
2%
0%

—

Both VC and Private Private Equity Venture Capital
Equity

M Base Bonus

Last year, when it came to fund performance, about half of the firms reported
positive fund performance. This year a whopping 85 percent of those reporting
said their fund's performance was in the black.

Equally impressive is that this year only 4 percent reported negative returns for
their fund.

© 2011 PrivateEquityCompensation.com
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Fund Performance (2010)

Up 25%+

Up 10%-25%
Up 1%-10%
Even

Down 1%-10%
Down 10%+

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

Percentage of Respondents

The data represents a solid cross section of fund sizes and investment strategies,
which provides a good perspective when base and bonus changes are compared
year over year.

Size of Most Recent Fund

<$100 mill $100to $500
26% million
48%

$501+ mill
26%
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Size of Most Recent Fund

$100to
Average Base Salary < $100mill $500million $501+ mill

Accountant/Controller
Analyst

Associate

Business Dev

CFO

Director

Investment Manager
Managing Director
Managing Partner
Partner

Principal

Senior Analyst
Senior Associate

Vice President

Accountant/Controller
Analyst

Associate

Business Dev

CFO

Director

Investment Manager
Managing Director
Managing Partner
Partner

Principal

Senior Analyst
Senior Associate

Vice President

Buy the Report to Access the Results

Buy the Report to Access the Results

Note: 2010 compensation in thousands of USD. Excludes countries where compensation practices
vary significantly from USA, Canada and UK. Also excludes positions where enough data was
not available to create a significant average.
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Hours Worked and Compensation

What does the typical private equity work week look like? 70 percent reported
working between 50-70 hours per week, 20 percent work more than 70 hours per
week and 8 percent work between 40 and 50 hours per week.

Hours Worked Per Week

90+

80-89

70-79

60-69

50-59

40-49

Less than 40

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

Percentage of Respondents

Hard work is en vogue again and it shows in the pay levels. The number of
hours worked closely correlated to overall compensation levels (with the
exception of a small number of people who worked more than 90 hours per
week).

Money isn't the only form of compensation. Vacation in the industry is generous,
with over 78 percent earning three weeks or more and almost have of
respondents received 4 weeks or more. By U.S. standards, an average of more
than three weeks of vacation earned is fairly generous, especially given short
tenure with a firm.

© 2011 PrivateEquityCompensation.com
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Vacation Earned

= N W A~ 01O

Weeks of Vacation

None

0% 5% 10% 15% 20% 25% 30% 35%

Percentage of Respondents

Of course, the average vacation earned is higher in Europe. In most cases, less
vacation was taken than earned. The average vacation taken is 2.7 weeks (all
countries included) versus 3.4 earned vacation weeks.

Vacation

4.0
35
3.0
2.5
2.0
15
1.0
0.5

Weeks of Vacation

Earned Taken
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Job Security and Balance

Those concerned about job security primarily
commented on fund raising ability and market
conditions. Interestingly, market conditions played a big

"Our firm has a reverse
correlation to markets -

part in why many are not concerned about job security as more troubles, more
well. demand.”

Job Security Concern

Very Concerned
11% Not Concerned
48%

Somewhat
Concerned
41%

Concerned About Job Security Not Concerned About Job Security
Deal Flow Deal Flow
Other 6% Other 2% Fund Raising

18%

14%

22%

Fund Raising
29%

Firm Structure
20%

FirmStructure
Market 26%

Performance Conditions
5% 22% Performance

17%

It is worth noting, the proportion of those worried about the firm’s ability to raise
the next fund and the lack of deal flow is down significantly from last year;
another sign that the market is better than last year. Of course, raising capital is
also key to hiring plans for next year.

© 2011 PrivateEquityCompensation.com
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Is Your Firm Hiring Now?

No
68%

When it comes to the balance between work and personal life, 40 percent report
striking an above average balance.

Work & Personal Life Balance

5 (Excellent)
4
3 (Average)
2

1(Poor)

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

Percentage of Respondents

Firm's concerned about attracting the best talent should note that it is not all
about cash compensation. In the hiring process, highlighting the firm's culture,
structure, and benefits policies can give a leg up in the talent acquisition process.

© 2011 PrivateEquityCompensation.com
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Whether we see an all out talent war or a slower demand increase, this will
become more important in the next couple of years, as the demand for
investment talent increases.

How Good is Your Firm's Training?

Excellent
Pretty Good
Average

Weak

Non Existent

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

Percentage of Respondents

Training is clearly an area for improvement. In order to win the long term war
for talent, the smartest private equity and VC firms will do a better job of
providing their professionals with timely and relevant training.

© 2011 PrivateEquityCompensation.com
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Carried Interest

The carried interest allocation is typically around 20 percent of the fund's profit
but can be much higher, although recently there is increasing downward
pressure on this percentage. The total carried interest is distributed to fund team
members based on their personal share of the fee, their personal carry.

Size of the Carry Pool

25%or more

11% Lessthan 20%
36%

Standard 20%
53%

Unlike the hedge fund industry, where 70 percent say they receive no upside,
more than half of private equity professionals reported receiving some level of

carry.

© 2011 PrivateEquityCompensation.com
You may only use content in this report with a link back to
www.PrivateEquityCompensation.com



Private Equity & VC Compensation Report - PRESS VERSION

Your Portion of the Carry Pool?

Less than5%
25%

11%to 15%
4%
25% or more 16%to 20%

9% 3%

Given that profits are required in order to realize upside, levels of carry payout
have not returned to 2007 levels.

For those with carry, they report having a holding period of just shy of 3.3 years
to be fully vested in their carried interest.

"...we have synthetic carry
that takes 4 years to
vest....”

© 2011 PrivateEquityCompensation.com
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Perhaps the greatest indicator of whether one receives carry is the length of work
experience; as more work experience usually translates into a higher level
position. The majority of professionals with at least 6 years work experience have
some level of carry as part of their compensation package.

Carry Participation by Years of Work Experience

20+yrs

16-19yrs

10-15yrs

Years

6-9yrs

2-5yrs

<2

0% 10% 20% 30% 40% 50% 60% 70% 80%

Percentage of Respondents with Carry
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Education and Experience

This year, we saw a smaller difference between those with an MBA and those
without (less than 50 percent of respondents have an MBA). If the firm is doing
well, the size of one's bonus will often more than make up the difference for not
having an MBA. The lesson here is to be sure to fully understand the firm’s
bonus program and payouts before signing on.

Overall, MBA's reported earning 10 percent more. However, if you have more
than 5 years of work experience (not just investment experience), the differences
almost disappear.

Work vs. Industry Experience

20+

M Industry
B Work

16-19

10-15

Years

6-9

2-5

<2

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

Percentage of Respondents

Again this year, respondents strongly represent the mid-career stage. On
average, respondents are close to evenly split above and below the 10 year mark
in terms of work experience. When it comes to private equity and venture capital
experience, that split is closer to 5 years.
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How Did You Find Your Current Position?

School
Relationships
11% Personal
network

33%

Founder
8%

Previous
Employer
15%

Recruiters & Job
Boards
33%

How people find private equity jobs varies, however, there are two sources
primarily driving hiring: personal network and recruiters & job boards. Previous
employer relationships and school relationships (both career center and alumni)
also play a role in getting people hired.

What Did You Do Before Private Equity?

Other
12% Investment Banking
- 34%

Public accounting
6%

Student, other
6%

Student, MBA
9%

Management
Consulting
14%

Worked in industry
19%

Although an investment banking background is common, there is no standard
entry path into private equity. Both management consulting and working in
industry are also significant sources of private equity talent.
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Pay Satisfaction

Most private equity firms do not survey their own team "y :
. S . , I'm not a complainer.
members for job satisfaction rating in a meaningful way. The 1 , sfied. 1
risk, of course, is the surprise loss of a top performing f Iwasn't satisfied,
investment professional. would leave.

As we've seen in past years, satisfaction with compensation is

inversely related to market conditions. When the market improves, the desire for
higher earnings trumps job security. Partners take note: those who are
dissatisfied with their compensation are often not concerned with job security,
which could mean a near-term employee exit is likely.

Why Not Happy with Comp?

‘ Balance
Performance 3%
7% T
Bonus
Market 14%
35%
L Carry

18%

Geography / Expectations
2% 12%

This year 36 percent reported being happy with their compensation. Last year
that number was 40 percent. This is two years in a row that compensation
satisfaction has decreased; a sure sign that the private equity job market is
heating up again.

History is likely to repeat itself here. Back in 2007, when only 26 percent stated
they were happy with their compensation, the industry was realizing big profits
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and professionals were hearing "whisper numbers" about greener pastures from
their industry contacts. Happiness is a relative state and a down-turned market
can produce contentment via dampened expectations; the opposite is also true.

Who is Happiest with Their Compensation?

70%

60%

50%

40%

30%
20%

10%

0%

Where we saw the greatest increase in pay satisfaction this year was at the
Analyst and Senior Analyst level. Managing Partners and Partners both reported
satisfaction increases while Managing Directors reported a decrease in
satisfaction.
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Private Equity Careers Blog

For more information on Private Equity and VC careers and compensation
practices, visit our blog www.InsideTheFirm.com

Inside FIRM

Insights into Private Equity Careers and Venture Capital Careers

| 7 search. type and hit antas | Changes Needed for Venture Capital Compensation

Qur Sponsor e
No less than the president and the CEO of the noted Kaufman Foundaton, the $1.8 billlon

engowment fund that promotes entrepreneurship, are saying that the current VC model is

Private Equity ORI
JOBS DIGEST
In an artcle in Business Week Carl Schramm and Harold Bragiey say Ihe prominence of
Amerncan venture capital has taken a tumbie from iIs heyday In 2000 The industry that
Searching for Prrvate Equity Jobs? Private Equay spawned such successes as Apple. Cisco, Google and Microsoft. only invested $4 8 bilkon into
Jobis Digest has done the hard work for you ~ gning 637 companies in 2008 {and that's down 33 percent from 2008)
you a competitve advantage :n the ,nh market
M Latest Private Equity Jobs Schramm and Bradiey befieve the “2 and 20" formuia (2 percent of annual management fees
and 20 percent of profits on exit) is to blame. The formula worked well two decades ago, when
most VC investors were wealthy IndiviGuals with "patient capital * who were willing to wait 10

Analyst - Private Market Risk

VP - Private Equity years for 2 start-up 10 blossom. But in the past decade. more and more institutional money has

Finance Manager flooded Into the VC industry These big corporate and public pension fund investors are wiling
lnvestment Banker & Treasurer 1o commit huge chunks of money on the same 2 and 20 terms. But the higher capital volumes
generate sizeabde management fees for VC funds. which encourages VCS to focus more on
faising funds than on nutunng star-ups along the long road 10 success

Tax Director - Management Company
Controller

Infrastructure Associate - Private Equity And since institubonal investors are under pressure to show short-term retumns, VC funds

Private Equity Careers Guide staned “Bpping” thelr stan-ups after jst a few years, 10 create quick payoffs
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