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Overview: We are pleased to share with you our third annual PE CEO Report. As in our
previous years, we asked about PE CEQOs for their perspective on compensation, governance,
the relationship with their investors, and the differences in the role under PE ownership. We
have also asked our participants to gaze into their crystal balls and provide their outlook on the
likelihood and potential impact on their companies of macroeconomic events and trends.

Methodology: Between April 14 and May 13, 2022, Vardis contacted the CEOs of more than
1,100 Private Equity Portfolio companies. We asked questions about compensation, board
communication, their roles, and their outlook for 2022 and beyond. During this time, Russian
forces pressed their attacks on Ukraine, COVID drove a shutdown of Shanghai, the S&P fell by
9.4%, and the US Federal Reserve raised interest rates by 50 basis points in the face of
annualized inflation tipping the scales at more than 8%. This is the context in which we asked
CEOs their outlook for their own businesses.

About Vardis: Vardis is an international executive search firm focused strictly on portfolio
company recruitment on behalf of Private Equity investors in North America, Europe and Asia

(CEO, CFO, Board Directors, etc.) and in Pre-Deal situations through the introduction of Advisors,
potential Board Members and Operating Executives.

Questions & further information: Should you have questions or want further information on this
or Vardis’ other surveys, including its annual Leadership surveys (conducted in conjunction with
AlixPartners), please feel free to contact a Vardis consultant in any of our offices at
www.vardis.com.

Contacts:

Dallas/Boston Boston New York

John Hoagland Jim von der Linden Dick Krant
jhoagland@vardis.com jvonderlinden@vardis.com dkrant@vardis.com
Boston Frankfurt London

Josh King Christiane Doerner Mark Mullen
jking@vardis.com cdoerner@vardis.com mmullen@vardis.com
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http://www.vardis.com/

VARDIS 2022 PE CEO SURVEY
REPORT HIGHLIGHTS

69% are previous CEOs

* 57% have worked with PE previously

* 90% are approached at least 1-2 times per month for
new opportunities with 20% at least 3-5 times

* 64% expect a liquidity event within 24 months, up from
44% last year

* 2/3 invested their own capital in the deal with 1/3
investing at least one-year’s salary

r

r

* Base salaries are high, averaging approximately
$455,000 across our sample

* Base salaries are largely flat since 2020

* Target bonus has increased approximately 10% and
actual, paid bonus has increased by almost 30%

* 2/3 have invested their own capital

* Half are earning the same or less than their previous role
and have traded off cash for e‘quity

* Median “base case” equity payout is approximately
S4.5M and has increased 8-10% since our last survey

* “Average” grant is 3-4% of Cor}vpa ny’s fully diluted equity

* 79% expect improved results ove\r 2021 — 36% “much
better” and only 17% expecting a decline

* Participants site Labor Shortages, Wage Pressure,
Turnover, and Inflation as highly probable to have a
material impact on Company results




The Private Equity CEO — AdMosaic

Has been in place less than 3 years
and expects a liquidity event
within the next 24 months

Recruited for industry
and prior PE experience

Coinvested alongside their investor and
expects a median payout at liquidity of

$5.8M based on an equity grant of 3-4%
of their company shares

Expects a strong 2022 - 71%
expect improvement over 2021
with an average ROS of 15%.

Is approached 1-2
times each month
for new CEO roles

Came from outside where
they were previously a CEO
— more than half with PE

Largely a lateral compensation
package — slight increase more likely
than decrease

Has a median base of $440k, bonus
of 60-70% at target and achieved
their target payout this year

Is with @ company performing at
the level of its initial investment
thesis with 46% outperforming.



/ SURVEY RESPONSES: SECTION I, INVESTOR PROFILE

Your investor's investment style can best be described as:

61%
12% 14%
6% 3% 3%
Venture Growth Buy Out Turnaround/ Converted Debt SPAC/Other
Capital Investor Distressed

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

0,
board members of the firm's portfolio companies. %

My investor has an internal operations group which works

closely with its portfolio companies. i

My investor has an internal operations group that includes
functional experts who play an active role in its portfolio
My investor’s operations group includes the embedding/
secondment of dedicated finance, PMO, transformation or
other operations team members within our company.

13%

How long has your investor owned the Company?

Less than 1 year
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/ SURVEY RESPONSES: SECTION II, COMPANY PROFILE

What is your Company's annual revenue/turnover?

40%
35%
30%

25%
20%
15%
10%
B m
0%

Less than $100M $101M - $250M $251M - $500M  $501M - $1B  More than $1B

Where are Company Headquarters?

0,
10% 8%

N. America United Kingdom Europe/EU Other

What industry best describes your Company?

Business Services/Financial Services 14%
Industrial Services 14%

Technology 1%

Manufacturing 27%
Distribution/Transportation 7%
Healthcare 6%
Retail 7%
Consumer Products/Services 10%

Other 4%

| 1%
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/ SURVEY RESPONSES: SECTION III, INVESTMENT PROFILE

What is the most likely exit for your current investor?

52%
42%

6%
|
Trade Sale/Strategic Buyer Public Offering Another PE Investor

When do you anticipate an exit?

33% 31%
22%
13%
Within the next 12 to 24 months 24 to 48 months More than 48
12 months. from now. from now. months from now.

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

Much better

0
than expected. 27%

Somewhat better than expected. 19%

As expected. 24%

Somewhat lower than expected 23%

Much lower

than expected. %
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/ SURVEY RESPONSES: SECTION III, INVESTMENT PROFILE

In considering 2022, what are you expecting for this year's operating results?

43%

36%

11% 13%
0

7%
B ==

Much worse thanin ~ Somewhat worse than Similar to 2021 Somewhat better than ~ Much better than in
2021 in 2021 in 2021 2021

What is your budgeted EBITDA (as a percentage of sales) for 2022?

60%
50%
40%

30%

20% -

10% -

0% || - -

EBITDA 20% 10 TO 20% 0TO 10% 0TO 10% 10 TO 20% LOSS OF 20%
OR MORE LOSS LOSS OR MORE
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/ SURVEY RESPONSES: SECTION III, YOUR ROLE

Do you expect to remain with the Company through exit?

Most common “Other”:

* Dependent upon hold period

* Yes if PE, unlikely if strategic

» stay through transition period
only

* open to change when vested

When did you assume your current role?
40%
35%
30%
25%

20%

15%

10%
5% .
0%

2022 2021 2019-2020 2017-2018 2016 or earlier

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

| was already here

| knew the investor

| knew a Board member

| was recruited based on industry experience
| was recruited based on PE experience

| was recruited based on business model
experience (growth, turnaround, roll-up, etc.)

0.00% 20.00% 40.00% 60.00%
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/ SURVEY RESPONSES: SECTION III, YOUR ROLE

What best describes your previous experience?

13%

| was promoted from another role within the Company
38%

| was CEO of a PE-backed company

31%
| was CEO of another company

| was a divisional, subsidiary or regional president in a PE-
backed company

| was a divisional, subsidiary or regional president in 14%
another company

2
R®

If this is your first experience in a Private Equity backed company,
how does it compare to your previous role in the following categories

Management

Reporting Cadence -

0, 0,
Operational & Financial 26% S9%

42% 39%

Board/Lender Involvement
19% 42%

Pace of Change

Quality/Size of Team 29% 39%

Other Significant Differences?

= No Change Different m Significantly Different

Most common “Other”:

* Analysis and KPI development

* Mandate and pressure for change and progress
» Greater autonomy s
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/ SURVEY RESPONSES: SECTION IV, YOUR COMPENSATION

How does your current annual 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% 5% 10% 15% 20% 25% 30%

What is your current base salary?

0,
32% 30%

16%

0
9% 7%

== B

Up to $300,000 $300k - $400k $400k - $500k $500k - $600k $600k - $700k $700k - $800k  More than
$800k

Base Salary Continued — Mean/Median by Revenue

800

700 B Mean ® Median
600

500

40

-1

20

<$100M $100-$250M $250-$500M $500M - $1B >51B

o

o

o
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/ SURVEY RESPONSES: SECTION IV, YOUR COMPENSATION

What is your current annual target bonus (as a percentage of base salary)?

37% 38%

7% 6% 6%
Up to 40% 40 - 49% 50 - 59% 60 - 69% 70 - 79% 80-99%  100% or greater

Bonus (% of base) Continued — Mean/Median by Revenue
Mean Median
120
100
80
60
40
20

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

What was your actual bonus paid this year (as a percentage of target bonus)?

> than 150% of target 6%
125 - 150% of target 7%
110 - 125% of target 16%
91 - 110% of target 28%
75 - 90% of target 14%
50 - 74% of target 15%
< 50% of target 14%

Actual bonus paid (% of target) — Mean/Median by Revenue
140 Mean m Median
120

100

0 I I I I I

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

8

o

6

o

4

o

2

o
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/ SURVEY RESPONSES: SECTION IV, YOUR COMPENSATION

Did you invest your own capital in the Company?

Yes, >1 year
salary

Yes, <1 year
salary

What was your expected "base case" equity payout at exit when you took the role?

22%
20%
17%

11% 12%

9%

Up to $1M $1M-$3M  $3M-$5M  $5M - $7.5M $7.5M $10M $10M - $15M $15M - $20M  More than
$20M

“Base case” Equity Payout (in $Millions) — Mean/Median by Revenue

25
20
15
10
" In mn II
, HB
< $100M $100M - $251M - $501M - $1B >$1B
$250M $500M

m Mean m Median
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/ SURVEY RESPONSES: SECTION IV, YOUR COMPENSATION

How does your equity vest?

It vests only at liquidity subject to my continued
employment

It vests only at liquidity

Blend of time and performance with acceleration
at liquidity

Blend of time and performance

Performance-based with acceleration at liquidity

Performance-based (e.g., above a performance
threshold) only

Time-based with acceleration at liquidity

Time-based only

0% 10% 20% 30% 40%

What percentage of the Company's fully diluted shares (not the percentage of the
pool) does your equity participation represent?

25%
20%

15%

10%
i I I I I
0%

lessthan 1.00 to 2.00 to 3.00 to 4.00 to 5.00 to 6.00to More than
1.00% 1.99% 2.99% 3.99% 4.99% 5.99% 6.99% 7.00%
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SURVEY RESPONSES: SECTION IV, YOUR COMPENSATION

\s you consider the current business environment, how are the following elements likely to
impact your Company's value over the next 18 months?

Salary/Wage Pressure

Recession \ Labor Shortage /
>
5 \ ’
o]

General Inflation \

Supply Chain Disruptiohs \
(0]
0 /

Cost of Capitial ~—_| Emp. Retention/Turnover

>4

AN

Legislative Activity/Inactivity

0]

Anti-Globalization \

Energy Costs

Low Probability >> High Probability

Low Impact >> High Impact

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

72%

18%

7%
] - -

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