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2023 Private Equity CFO Survey

= * Overview: We are pleased to share our seventh

annual PE CFO Report. During May and June 2023,
we reached out to over 1,000 CFOs in private equity
owned companies. As in our previous years, we
asked about PE CFOs for their perspective on
compensation, governance, and the working
relationship with their sponsors.
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* AboutVardis: Vardisis an international executive
search firm focused on portfolio company
recruitment on behalf of Private Equity investors
(CEO, CFO, COO, Board Directors, etc.) and Pre-
Deal through the introduction of Advisors, Board
Members and Operating Executives.

* Questions: Should you want further information
on this or Vardis’ other surveys, please feel free t
contact a Vardis consultant in any of our offic
www.vardis.com.



https://word-edit.officeapps.live.com/we/www.vardis.com

Compensation
Curve Flattening

Other than a 10%-+
increase for Middle
Market ($100M -
$250M revenue), the
CAGR for CFO cash
compensation has
normalized in the 4%
range.

Equity grants continue
to increase at 10%+.

VARDIS

/ TRENDS WORTH WATCHING

Leverage is Up

Average debt levels
have increased a full
turn (from 5 to 6) since
our last survey, likely
due to decreased
EBITDA levels.

24% of respondents
have at least 8X
leverage

PRIVATE EQUITY CFO SURVEY

Company
Expectations Flat

Only 30% of
respondents describe
Company performance
as stronger than initial
investment thesis
compared to 39% in
prior survey.

38% of CFOs expect no
improvement in
financial results over
last year. Only 22% of
respondents in 2022
expected no
improvement

www.vardis.com

Liquidity and
Tenure

Expected hold times
have increased. 39% of
respondents expect a
liquidity event within 2
years compared to 61%
in last year’s survey.

Average tenure has
increased a full year
since 2022 to
approximately 4 years.

Not as mobile. 70%
work in the same city
as their previous role --
15% relocated and 15%
“‘commute,” this is up
almost 20% since 2017.

Payday

Expected “base case”
equity value now at
$4.5M and increasing
at 10%+ per year.

Investors have tied
payouts to
performance. 61% of
plans now tie vesting to
performance, not just
liquidity or time, an
increase of 10% in
each of the past two
surveys.
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/ CFO CASH COMPENSATION BY COMPANY REVENUE
2016 — 2022 Annual Cash Compensation (X $1,000) for PE Backed Companies
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/ SURVEY RESPONSES




/ SURVEY RESPONSES: SECTION I, INVESTOR PROFILE

. - . What is the most likely exit for your current investor?
Your investor's investment style can best be described as:

67%
54%
20% 34%
5% 8% 9%
3%
— [ | — —
Venture Capital ~ Growth Investor Buy Out  Turnaround/Distressed Trade Sale/Strategic Public Offering Another PE Investor Long Term Hold/
Buyer Dividend

Which of these best describes your investor's operations model?

My investor does not have a dedicated portfolio operations group or operating
executive organization.

My investor has a team of former operators that serve as board members of the
firm's portfolio companies.

My investor has an internal operations group which works closely with its portfolio
companies.

My investor has an internal operations group that includes finance and accounting
experts who play an active role in its portfolio companies.

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%
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/ SURVEY RESPONSES: SECTION II, COMPANY PROFILE

When do you anticipate an exit? What is your Company's annual revenue?
50% 35.00%
30.00%
25.00%
20.00%
22%
17% 15.00%
11% 10.00%
0.00%
Within the next 12 to 24 months 24 to 48 months More than 48 Lessthan $101M - $251M- $501M - More than
12 months. from now. from now. months from now. $100M $250M $500M $1B $1B
How many employees at your Company? As of January 2023, what is your Company’s approximate enterprise value?
45.00% 30.00%
40.00% 25.00%
35.00%
30.00% 20.00%
25.00% 15.00%
20.00%
15.00% 10.00%
. (]
0.00% - 0.00%
Less than 101-500 501-1000 1,000- More than Lessthan $10IM - $251M- $501M- More than
100 5,000 5,000 $100M $250M $500M $1B $1B
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/ SURVEY RESPONSES:

What industry best describes your Company?

ggrs\llrlm:esss Services/Financial
FinTech
Industrial Services
Manufacturing
Distribution/Transportation
Healthcare
Retail Il%

Consumer Products/Services 15%

Other 6%
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SECTION II, COMPANY PROFILE

How would you describe your Company's level of debt?

Aggressively
leveraged

Average debt level for
the business and
industry

For its most recent reporting period, what was the
approximate multiple of debt to trailing 12 months EBITDA?

Less than 2 times [
2to 3times [
4to5times [T
At least 6 but less than 8 times _
More than 8 times [N

10.00% 20.00% 30.00%

PAGE 8




/ SURVEY RESPONSES: SECTION II, COMPANY PROFILE

How have operating results and value creation
compared to the initial investment thesis?

Looking at 2023, do you think operating results will be...

35%

26%

9%

Much lower
than expected.

Somewhat lower
than expected

As expected.
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9
24% 15%

6%

2%

|
Somewhat better Much better Much worse than in Somewhat worse
than expected. than expected. 2022 than in 2022
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21%

Similar to 2022

44%

Somewhat better
than 2022

18%

Much better than
2022
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/ SURVEY RESPONSES:

Other than finance & accounting, what other roles report to you?
(check all that apply)

Most Common “Other”

« M&A
53% . Fe.10|llt|es
« Risk Management
« Data Analytics
« Sustainability
9 *  Securi
40% 38% 38% vy
I I I 20%
IT Legal Human Purchasing  Supply Chain Other
Resources (please specify)

SECTION III, CFO ROLE

What were the key factors in your hiring? (check all that apply)

Already here

| knew the investor

| knew the CEO
| was recruited based on industry..
| was recruited based on..
Prior Private Equity "Exit"..

Prior IPO experience mmm “Other” responses;
Public Reporting Experience + Analytics
Big 4 Accounting Experience —m— * Restructuring
Other (please specify)
0% 20% 40% 60%

What best describes your previous experience?

| was CFO of a private equity backed company 39%

I was a CFO of another company 30%

| was a corporate finance executive (e.g. Corporate

Controller, Treasurer, etc.) in a private equity backed company
| was a corporate finance executive (e.g. Corporate

Controller, Treasurer, etc.) in another company

6%

| was a divisional CFO of a private equity backed I 3%
| was a divisional CFO of another company
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/ SURVEY RESPONSES: SECTION III, CFO ROLE

If this is your first experience in a Private Equity backed company, On average, about how often do you
how does it compare to your previous role in the following categories? have contact with your investor?

ExpeCted KnOWIedge of petal _ e -
Cash Management - e 29%
26%
Pace of Change _ 7
Repomng _ o0%
9%
Board Involvement 33% 33%
Quality,Size of Team _ 8%
1%
|
Leverage - 44% Multiple times ~ Once per 2 to 3 times Once per Less than
each week. week. per month month. once
per month.

= No Change Different m Significantly Different
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/ SURVEY RESPONSES: SECTION III, CFO ROLE

In what areas are you mostly likely to invest during
the coming 12 months? (Check all that apply.)

59%

53%

30%

3% 3%
Financial FP&A M&A Audit & Tax
Control Risk
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17%

Treasury

23%

Shared
Services

33%

Financial
IT

How long have you worked for your current organization?

Less than one
year

More than 6

years
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/ SURVEY RESPONSES:

Which of the following best describes your situation;

My current position is in the same city
as my former role.

My current position is in a different
location and | relocated.

My current position is in a different
location. | maintained my previous
residence and "commute” on a weekly
or periodic basis to the new location.

15%

VARDIS / PRIVATE EQUITY CFO SURVEY

www.vardis.com

SECTION III, CFO ROLE

How does your current cash compensation
(base & target bonus) compare to your last role?

Lower by 20% or more
Lower by 5 - 20%
About the same
Higher by 5 - 20%

Higher by 20% or more

0% 10% 20% 30% 40%

PAGE 13




/ SURVEY RESPONSES: SECTION IV, CFO COMPENSATION — BASE SALARY

What is your current base salary? (Overall distribution and median and mean by revenue)

24%

21% 21%
15%
13%
3% 3%

Up to $251,000 - $301,000 - $351,000 - $401,000 - $501,000 - More than
$250,000 $300,000 $350,000 $400,000 $500,000 $600,000 $600,000
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500

450

400

350

30
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25
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m Mean m Median

< $100M $100-$250M $250-$500M  $500M - $1B >$1B
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/ SURVEY RESPONSES: SECTION IV, CFO COMPENSATION — ACTUAL BONUS
(PERCENTAGE OF BASE)

What was your actual annual bonus paid in 2023 (for 2022 performance)? (Overall distribution and mean/median by revenue.)

80
Mean m Median
70
27%
60
50
18%
15% 40
12% 30
10%
9% 9%
20
10
Upto20% 21-30% 31-40% 41-50% 51-60% 61-70% Over 70% 0
p 0 0 0 0 0 0 0 < $100M $100-$250M $250-$500M $500M - $1B >$1B
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/ SURVEY RESPONSES: SECTION IV, CFO COMPENSATION — BASE CASE EQUITY

If your equity delivers against the expectation of the investment thesis, what gross proceeds (000’s) do you expect at exit? (Overall and mean/median by revenue)

16%

12%
10%

6%
3%

Upto $500,000 - $1.01M -
$500,000  $1M $2M

$2.01IM - $3.01M -
$3M $4M

VARDIS / PRIVATE EQUITY CFO SURVEY

8%

$4.01M -
$5M

12000

mMean Median

10000
26%

8000

19%

6000
4000

0 III “\ ||| “\ |||

2000
$5.01 - < $100M $100-$250M  $250-$500M  $500M - $1B >$1B

$7.5M

More than
$7.5M
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/ SURVEY RESPONSES: SECTION IV, CFO COMPENSATION — EQUITY

Did you invest your own capital in the Company? How does your equity vest?

Time based only 16%

Time based with acceleration at liquidity

Performance based (e.g., above a performance threshold) only I— 1%

Yes, >1
year
salary

Performance based with acceleration at liquidity 6%

Yes, <1
year salary, Blend of time and performance
Blend of time and performance with acceleration at liquidity

What percentage of the fully diluted shares of your Company do you believe your equity
grant represents?

50%
40%
30%

I [

10%

00/2 - - [ | ) ]
0t0.49% .51t0.74% .75t0.99% 1.00 to 1.25to 1.50 to 2.0% or

1.24% 1.49% 1.99% more
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/ SURVEY RESPONSES: SECTION V, CFO OUTLOOK

How many new CFO job opportunities are presented to you by investors or recruiters in the average month
(whether or not you “take the call”)?

42%

26%

18%

0,
6% 8%

None 1-2 per month 3-5 per month 6-10 per month More than 10 per month
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