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Introduction

Heidrick & Struggles is pleased to present our 2016 North American Operating Executive Compensation Survey.

We invited operating executives working in private equity to participate in an online survey on compensation and
received 169 complete responses. All compensation data is self-reported.

In addition to questions on compensation, we asked respondents to provide information on their background, the
scope of their role, and how their firm is structured. We analyzed the level of cash and non-cash compensation (carry,
equity, etc.) according to professional level, as well as most recent fund size and total assets under management (AUM).

In addition, we asked how their compensation packages are determined and funded.

We look forward to discussing our findings with you.

Jonathan Goldstein Larry Oberfeld Samantha Lassoff Mohd Arsalan

Partner, Sector Leader, Thought Leadership Practice Director, Research Team Leader,
Private Equity, Americas Specialist, Private Equity Private Equity Private Equity
jgoldstein@heidrick.com loberfeld@heidrick.com slassoff@heidrick.com marsalan@heidrick.com
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On Confidentiality

This survey has been conducted on an anonymous basis for individuals and their employers, and Heidrick & Struggles
has removed all information relating to identity from the data on compensation.
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General Observations

Despite the recent boom in private equity firms hiring operating executives to focus on value creation, compensation
remained stable in 2016. The vast majority of operating executives reported no change in their base salary from 2015 to
2016 and overall cash compensation (base + bonus) from 2014 to 2015.

Base 2016 vs. 2015 Base 2015 vs. 2014 Bonus 2015 vs. 2014 Bonus 2014 vs. 2013

7.2%

M Decrease Increase M No Change
Breakdown of Respondents Reporting Breakdown of Respondents Reporting
an Increase in 2016 Base Salary an Increase in 2015 Bonus
Amount of Base Salary Increase (USD Thousands) Amount of Bonus Increase (USD Thousands)

ssoorteion [T -~ ssoorbeo [ =
ssi-si00 [ o ssi-sioo [ =
$101-$150 . 7.3% $101-$150 . 11.1%

$151-$200 0.0% $151-$200 I 4.4%

More than $200 - 19.5% More than $200 - 20.0%

Half (50.9%) of surveyed operating executives are employed by the GP while 27.5% are self-employed and 21.6% are

employed by a separate legal entity or the operating company.

Overall, 37.5% of respondents identified themselves as industry generalists, and 54.9% reported that they are functional
generalists. Of those that did report a speciality, 27.5% focused on industrials and 14.2% were finance experts.

More than a third (35.2%) of operating executives received their cash compensation exclusively from the GP
management fee, while 20.6% received their cash compensation from portfolio company oversight fees and 14.8% had
their time billed directly to portfolio companies. The remaining survey respondents received their cash compensation
from a mix of the three.

For operating executives with discretionary bonus plans, only 17.7% received a bonus based on firm performance while
411% received a bonus that was entirely discretionary. Alternatively, 42.8% of operating executives with formulaic bonus
plans received a bonus based on individual performance and 37.1% received a bonus based on firm performance.

Only 12.6% of the survey respondents were previously employed by the GP, reversing the trend of GPs hiring operating
executives from successfully exited portfolio companies.

The largest responsibility of operating executives was due diligence, closely followed by driving value creation
initiatives and 100-day/value creation planning. Deal sourcing and execution ranked lowest in operating executives’
responsibilities.
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Profile of Respondents

Industry Focus Functional Expertise

Consumer Markets M Finance
Education and Social Enterprise Generalist
Financial Services B Human Resources
Generalist B Lean/Supply Chain Management/Operations
Global Technology Services Pricing
Industrial B Purchasing
Life Sciences W Sales Force Effectiveness
Other Technology
Other

Prior Role Previously Employed by Current GP
CEO B Yes
CFO No
(«e]e}
Divisional CEO

Management Consultant
Operating Executive
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o Average Carry 2015
Flrm Leader ‘ AverageBont)szO]S

I Average Base 2015

Managing Partner, President, etc.

Average Base, Bonus, and Carry across All Funds by AUM

$24,500.00
$7,500.00 $2,000.00 ‘
A -
Less than $500M $500M-$1.5B $1.6B-$5B $5.1B-$108B
Carry 2 1 1 1
Salary 3 1 2 1
Responses

Average Base, Bonus, and Carry by Recent Fund

$15,000.00

‘ $10,000.00
$3,400.00 ‘

$375.00 $400.00 $375.00

Less than $500M $500M-$1.5B $1.6B-$5B
Carry 5 1 1
Salary 5 1 1
Responses

Carry—Dollars at Work: The expected return on total carry participation across all vehicles, based on achieving a net
2x return (above hurdle and after fees) in a vehicle charging a 20% performance fee.

All compensation figures are in USD thousands
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‘ Average Carry 2015
Average Bonus 2015

General Partnership Level
I Average Base 2015

Operating Partner, General Partner

Average Base, Bonus, and Carry across All Funds by AUM
$26,080.00

$21,000.00

$7,250.00

$9,375.00 ‘
$1,058.33 $4,437.50

- A
$728.50
$477.17

$467.86
$231.25 $292.81 $345.00
$10.1B-$208B More than $20B

Less than $500M $500M-$1.5B $1.6B-$5B $5.1B-$10B
Carry 6 16 10 4 5 9
Salary 8 21 21 5 8 12
Responses
Average Base, Bonus, and Carry by Recent Fund
$15,250.00
$15,333.33 ‘
$12,833.33 M
$3,666.67
$2,146.43 ‘
- $725.00 $681.50
$500.00 $467.18
Less than $500M $500M-$1B $1.1B-$1.5B $1.6B-$5B $5.1B-$10B More than $10B
Carry 14 12 6 14 3 4
Salary 18 20 8 22 3 4
Responses

Carry—Dollars at Work: The expected return on total carry participation across all vehicles, based on achieving a net

2x return (above hurdle and after fees) in a vehicle charging a 20% performance fee.

All compensation figures are in USD thousands
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Average Carry 2015

One Step Below General Partnership Level M e o 0rs

I Average Base 2015
Operating Principal, Operating Executive, Director of Portfolio Operations,
Operations Director

Average Base, Bonus, and Carry across All Funds by AUM

$3,980.00 $5.275.00
$6,380.00 $4200.00 A M
$3,240.00 . -
$700.00 y Y
_a
Less than $500M $500M-$1.5B $1.6B-$5B $5.1B-$108B $10.1B-$20B More than $20B
Carry 1 5 5 2 5 14
Salary 2 6 13 3 9 19
Responses
Average Base, Bonus, and Carry by Recent Fund
$8,666.67
$3,708.33
- 3291000 $2,625.00
$1,762.50 a P A
$3,141.67 Py
A
Less than $500M $500M-$1B $1.1B-$1.5B $1.6B-$5B $5.1B-$10B More than $10B
Carry 6 4 3 10 2 6
Salary 9 6 9 16 5 7
Responses

Carry—Dollars at Work: The expected return on total carry participation across all vehicles, based on achieving a net

2x return (above hurdle and after fees) in a vehicle charging a 20% performance fee.

All compensation figures are in USD thousands
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‘ Average Carry 2015
Average Bonus 2015

Two Steps Below General Partnership Level
I Average Base 2015

Vice President, Associate, etc.

Average Base, Bonus, and Carry across All Funds by AUM

$500.00
Y

$2,400.00

$5,000.00 $2,500.00

$125.00 $175.00 $175.00 $225.00

$500M-$1.5B $1.6B-$5B $5.1B-$108B More than $20B
Carry 1 1 1 1
Salary 1 1 1 1
Responses
Average Base, Bonus, and Carry by Recent Fund
$500.00
-
R $2,400.00
2,500.00
$5,000.00 - A
$125.00 $175.00 $175.00 $225.00
Less than $500M $500M-$1B $1.6B-$5B $5.1B-$10B
Carry 1 1 1 1
Salary 1 1 1 1
Responses

Carry—Dollars at Work: The expected return on total carry participation across all vehicles, based on achieving a net

2x return (above hurdle and after fees) in a vehicle charging a 20% performance fee.

All compensation figures are in USD thousands
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Senior Advisor, Executive Advisor, etc. M )eroe Corry 2005

I Average Base 2015

Average Base, Bonus, and Carry across All Funds by AUM

$3,300.00

- $3,875.00
$10,000.00 ‘

743 $441.67
$191.67 ' $254.00 $365.00 $312.50

Less than $500M $500M-$1.5B $1.6B-$5B $5.1B-$10B More than $20B
Carry 2 2 1 4 0
Salary 3 3 12 5 4
Responses

Average Base, Bonus, and Carry by Recent Fund

$2,800.00 $3,650.00

$2,500.00
$675.00

Y
387.50
$141.67 EETEL $237.33 > $312.50

Less than $500M $500M-$1B $1.1B-$1.5B $1.6B-$5B More than $10B
Carry 2 2 4 1 0
Salary 3 10 6 4 4
Responses

Carry—Dollars at Work: The expected return on total carry participation across all vehicles, based on achieving a net
2x return (above hurdle and after fees) in a vehicle charging a 20% performance fee.

All compensation figures are in USD thousands
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Scope of Operating Executive Role and Board Representation

Scope of Role
Due diligence 92.9%
Driving value creation initiatives 91.7%
100-day/value creation planning 85.2%

Board representation 76.9%

Hiring/firing management teams 69.2%

Interim management 61.5%

Deal execution 47.3%

Deal sourcing 42.0%

Other 6.5%

Average Board Seat vs. Average Observer Seat by Level

General Partnership One Step Below Two Steps Below Senior Advisor,
Level General Partnership ~ General Partnership  Executive Advisor, etc.

Firm Leader

Inner Circle: Board Seat [l [ |
Outer Circle: Observer Seat || 2 [ | 3 [ ] ‘p° [ | 6 or more [ | N/A
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Years of Experience and Education

Years of Experience by Level

50.0%

1000 |
Firm Leader General Partnership One Step Below Two Steps Below Senior Advisor,
Level General Partnership Level  General Partnership Level Executive Advisor,

B 5-10 = 11-15 W 16-20 M 21-25 I 25 or more ete.

Education by Level
1.09
4.5%
0 YA
48.7% 51.5%
Firm Leader General Partnership One Step Below Two Steps Below Senior Advisor,
Level General Partnership Level  General Partnership Level Executive Advisor,

B Undergraduate degree @ MBA M JD or other postgraduate degree (including PhD) m CPA or equivalent etc.
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Firm Structure

Number of Full-Time Operating Operating Executive
Executives Employed by Firm Employer

Inner Circle: Multi-strategy LP/GP alternative investment group B General Partner
Self-employed

Quter Circle: Single-strategy LP/GP investment partnership B Separate legal entity/operating company

| |
0-2, 3-4p56p7-8 9-10211-12 213-14
| in | |

15-16 17-18 | 19-20 i More than 20
| |
Full-Time vs. Path to Becoming Partner
Part-Time Employment or Managing Director

W Full-Time W Yes
Part-Time No
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Funding Cash Compensation

Source of Cash Compensation

Fund management fee

Portfolio company oversight fees

Time billed directly to portfolio companies

All three of the above

Fund management fee and portfolio company oversight fees

Fund management fee and time billed directly to portfolio companies

Portfolio company oversight fees and time billed directly to portfolio companies

Basis of Bonus Plan

Discretionary Formulaic
B Based on firm performance Based on fund/team performance M Based on individual performance B Entirely discretionary

Heidrick & Struggles 13



Carried Interest Plans

One Step Two Steps
General Below General Below General Senior Advisor,
Partnership Partnership Partnership Executive
Firm Leader Level Level Level Advisor, etc.

Average Carry Dollars at Work—Most Recent Fund

Value (USD Millions) 8.40 6.55 3.39 2.60 2.45

Time (Years) 5.40 5.07 4.66 5.25 4.20
Average Carry Dollars at Work—All Funds

Value (USD Millions) 10.00 9.78 472 2.60 3.35

Time (Years) 5.40 5.07 4.66 5.25 4.20

Receiving Fund Carried Interest

W Yes
No
100.0%
71.4% 74.7% 63.5%
37.0%
Firm Leader General Partnership ~ One Step Below Two Steps Below Senior Advisor,
Level General Partnership General Partnership  Executive Advisor,
Level Level etc.

Basis of Carried Interest Allocation

M Based on formula
Based on professional level

M Discretionary based 80.0% 75.0%
on professional level
M Entirely discretionary 6.5%
Other 20.0% 22.6% 25.0%
Firm Leader General Partnership ~ One Step Below Two Steps Below Senior Advisor,
Level General Partnership General Partnership Executive Advisor,
Level Level etc.
Vesting Schedule Structure
M Straight line 20.0% 9.4%
Cliff 33.3%
B Other 100.0%
65.6%
40.0% 33.3%
Firm Leader General Partnership ~ One Step Below Two Steps Below Senior Advisor,
Level General Partnership General Partnership Executive Advisor,
Level Level etc.
Basis of Carried Interest Vesting
M Based on length of 20.0% 507 12.5% 20.0%
service since initial 36:8% 34.4%
carried interest plan o -
commencement )

Based on time from

50.0%
inception of each new K Y 18.8% 20.0%

fund . . Firm Leader General Partnership ~ One Step Below Two Steps Below Senior Advisor,
u gased on time since Level General Partnership General Partnership  Executive Advisor,
ate of employment Level Level etc

B Must be employed to
receive any distribution
Vesting is entirely discretionary

14 2016 North American Operating Executive Compensation Survey



Deal-by-Deal Carried Interest and Warrants/Options

One Step Two Steps
General Below General Below General Senior Advisor,
Partnership Partnership Partnership Executive
Firm Leader Level Level Level Advisor, etc.

Average Deal-by-Deal Carried Interest
Value (USD Millions) 6.00 3.18 1.46 0.00 2.28
Time (Years) 475 410 4.20 0.00 3.82
Average Warrant Participation Based on Company Achieving Base Case Targets
Value (USD Millions) 5.90 2.76 1.63 0.00 1.52
Time (Years) 4.00 418 4.22 0.00 4.00

Deal-by-Deal Carried Interest Participation

M Yes
No
32.4%
19.6%
Firm Leader General Partnership ~ One Step Below Two Steps Below Senior Advisor,
Level General Partnership General Partnership Executive Advisor,
Level Level etc.
Warrants/Options Participation
M Yes
No

0
25.4 /0

Firm Leader General Partnership ~ One Step Below Two Steps Below Senior Advisor,
Level General Partnership General Partnership Executive Advisor,
Level Level etc.

Heidrick & Struggles 15



Direct Equity Participation and Co-Investment Rights

One Step Two Steps
General Below General Below General Senior Advisor,
Partnership Partnership Partnership Executive
Firm Leader Level Level Level Adyvisor, etc.

Average Cumulative Equity Participation Based on Company Achieving Base Case Targets

Value (USD Millions) 7.00 1.54 0.62 0.65 1.53
Time (Years) 2.50 4.00 3.60 4.00 418

Direct Equity Participation

H Yes
No
68.8%
54.7% 50.0%
Firm Leader General Partnership ~ One Step Below Two Steps Below Senior Advisor,
Level General Partnership General Partnership Executive Advisor,
Level Level etc.
Co-Investment Rights
W Yes
No

100.0%

Firm Leader General Partnership ~ One Step Below Two Steps Below Senior Advisor,
Level General Partnership General Partnership  Executive Advisor,
Level Level etc.

Basis of Co-Investment

W Fund-based 11.4%
Deal-based 20.4%

W Other
50.0% 44.3% 50.0% 50.0%

Firm Leader General Partnership ~ One Step Below Two Steps Below Senior Advisor,
Level General Partnership General Partnership Executive Advisor,
Level Level etc.
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Private tquity Practice

Heidrick & Struggles’ global Private Equity Practice combines a deep understanding
of private equity markets with world-class expertise across all major industries and
functions to provide a broad range of value-adding services.

We pride ourselves on finding top private equity management talent by recruiting investment professionals,
operating partners, and other essential senior managers who support financial growth. Additionally, we
work with private equity-backed portfolio companies to bring innovative services designed to meet today’s

challenges while securing the leadership needed to deliver on tomorrow’s strategies.

Our expertise includes due-diligence support, pre- and post-acquisition executive search, leadership
assessment, proactive introductions, and the construction of advisory boards for both private equity firms
and their portfolio companies. With more than 8o consultants in 50 offices around the world, our team
includes functional experts in areas such as technology and operations, financial officers, human resources,
marketing, compliance, risk, and legal infrastructure. Our blend of search and consulting services enables us

to develop long-term strategic partnerships that build winning leadership teams and create substantial value.

Leaders of Heidrick & Struggles’ Private Equity Practice

Daniel Edwards Michael Di Cicco Jonathan Goldstein
Global Practice Regional Managing Partner, Sector Leader, Private Equity,
Managing Partner Asia Pacific Americas

dedwards@heidrick.com mdicicco@heidrick.com Jjgoldstein@heidrick.com



HEIDRICK & STRUGGLES

Heidrick & Struggles is a premier provider of senior-level executive search,
culture shaping, and leadership consulting services. For more than 6o years

we have focused on quality service and built strong relationships with

clients and individuals worldwide. Today, Heidrick & Struggles’ leadership
experts operate from principal business centers globally.

www.heidrick.com
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