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i median of $183,100 the year before.

By David Tolt

Investment professionals from associates on up to partners saw
 healthy increases in salary and bonus compensation this vear, even as

fundraising remained relatively tame.

That's according to the justpublished,
survey-based 2011-2012 Holt-Thomson
Reuters Private Equity and Venture Capital
Compensation Report. Partners at North |
American LBOfgrowth equity firms earned a
median salary and bonus of $540,000 this
year {see table, below). That was up 17 per-
cent from 2 median of $450,000 last year.
Junior professionals also did well. Senior
associates edrned a median salary and bonus
of $225,000 this year, up 19 percent from a

Altogether 34 North American |
LBOjgrowtli equity firms this spring and |
summer  participated in the Holt- ;
Thomson Reuters survey. Along with sup- E
plying data about their firmn-wide com- |
pensation practices {including bonus pro- |
grarms, carried inter-
est programs and

! year, a development that can help push

buyout firms collect full management fees
during their fimd investment periods (typi-
cally five or six years) those vintage-year
funds are still throwing off plenty of fees
out of which to pay salaries and bonuses.
The pick-up in deal pace since 2009 is also
translating into rransaction and related fees,
although over time limited partners have
negotiated to keep a bigger and bigger share
of those through management fee offsets,
Hiring also appears to be up year over |

compensation higher. Soilveigh Marcks, a
founder of executive recruitment firm
Denali Group, which specializes in vice
president, principal and partnerlevel |

searches for private equity firms, said her
seven-executive team has seen search activ-

that are moving into debt investing and
other ancillary strategies are hiring people -
with that expertise; firms are adding to
their investor relations and fundraising
teams in anticipation of raising money in
the next several months; and firms are
replacing professionals that have left, some- |
times following a shift or narrowing in strat- |
egy. .
According to the survey, neatly cne in |
seven (13 percent} North American |
LBO/growth equity firms had planned to hire |
investment professionals at the partner level |
this year, down from 16 percent the year |
before (see table, opposite page). Those that

. did planned to expand their staff by a median i

of 15 percent. In addition, more than half (52 |
percent} of respondents planned to add
investment profession- !
als at the non-partner |

co-investment pro level this year. That was |
grams), respondents up from 41 percent the
pr;)wded‘ detaxlgd . Base Salary {$000} Base Salary Bonus (§000)  YEAT before. Those that
11 Omam’? on the o Classification 2011 2010 %dChange ; 2011 2010 % Change dld_planned to e-xpand
compensation pack- ____"_ _ their non-partner invest-
ages of more than  Managing Generat Partner(s) 7 CEQ 5000 5000 0.0% 1890 1190 0.0% ment professional ranks
1,006 employees i : : ---—=— by a median of 20 per-
working in both Seriior Partner / Senior Managing Direclor(s} 4000 4000 00% 7638 6000 204% cent,

investment  and  paner ; Managing Ditector(s) / Portfolio Manager 3000 2920 27% S400 4500 167% . .
non-investment : Bigger Firms

roles. The survey Pnncipal.v'Vice President / Director(s) 183.3 1750 &5% 3933 2720  30.8% Among other find-
was a joint effort of o L0 1350 1288 46% 250 1831 186% ings, the survey did
Thomson Reuters. nothing to dispel the
publisher of Buyouts,  aAssociata(s] 038 1000 3.2% 1872 1806 3.8% rotion that the larger !
and two compensa- - e i1 with more assets |
tion consultants— GO 000 1750 125% 3250 358 00% under  management |
Holt Private Equity (o 5204 5408 -39% |73 70 -83%  Pay far better than
Censuitants  and e smatler firms. The phe- |
MM&XK, Source: 201-2012 Holt-Thomson Reuters PE and VC Compensation Report Lomenon is a source of !

Just what drove
salaries and bonuses higher isn't exactly |
clear. But firms may still be feeling flush |
from the gigantic fundraising years of 2007 |
and 2008, when U.S. buyout and mezzanine |
firms raised more than $550 billion. Since

ity rise by about a third over last year [
Marcks sees four main trends Dehind the
surge. Mid-market shops that have recently
raised money are staffing up at the junior |
level to handle the additional work; firms +

perennial headaches |
for LPs, who worry that firms, in order to i
pay more, will try to raise more money than |
they can deploy effectively. i

Take partners at farge LBOjgrowth equity | -
firms with more than $1.5 billion under : :
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Increase Decrease No Change
2010 201 2010 011
% Firms % Change %n Firms % Change % Firms % Change ‘9 Firms | Change 2010 01
tMedvanl {Median) (Median} {Median)
,, e ! ) . _ ;
Parfrers § M.D. 16% 25% 13% 15% 6% 20% 6% '_-15% 7% 8% -
Non Partners 4% 1% 52% 20% 6% 16% 0% NA 53% 48%

Source: 2011-2052 Hoit Thomsan Reuters PE and VC Compensanon Repon

’ Managemem Fees Other Fees — All Active Funds
3 Mitlions (Al Ackive Funds) %% Most Recent Fund GI* Portion (Mitlions) LP Partion {Million]
Firm Classification Avg. 25th 50th  75th ; Avg. 25th  SO0th  75th | Avg.  25th  50th  7Sth | Avg, 25th 50tk 75tk
LBO / Growth Equity {Large} 306 150 200 357 ;19% L5% 20% 20%:| 973 374 420 935 | 612 3 Bﬂ LAD &5 |
’ S P
B0 7 Growth Equity {(Smatl/Mid-Size) 59 3.6 b6 87 [ 2l% Z0% 20% 2I% 1.58 ars  12% 199 163 0 82 150 199

i

LRG / Growth Equity (Al) 78 46 10 183 [ 20% 20% 20% 20% [S07 1B 220 6 238 1B 199 358

H
i

: Source: 20112012 Helt-Thomson Reuters PE and VC Cnmpensatmn Regort !

, 7 General Partner Fees Ratios
All GP Fees as % Of ! All GF Fees as % Of f All GP Fees as % Of ,
All Active Funds Most Recent Funds { Invested Capital i
i Firm Classificaion Py, 25th  50th  T5th Avg. 25th 50th  T5th | Avg. 25th 50th T5th
LBO / Growth Eq uity {Large) 16% 14% 1.5% 18% 6% 2.5% 3.1% 31.5% 3.0% 24% 1% 3.5%
LBG/ Growth Equlty ISmall.’Mlé-Slze) 1.9% L5%  18% 2.0% 1% 2.2% 30% . 35% | B0% 32% 36%  6T%
LBO / Growth Equity {All) 1.8% 14% 17% 1.9% 34% 2.3% 3% 3.5% t 5.6% 2.5% 33%  4.3%

Sottrge: 20112012 Holt-Themson Reuters PE and VC Compensation Report

Committed Capital Al Active Funds} Par Tnvestment Manager - Mil. Fee Par [nvesiment Manager - Milions " Portfolioc Companies Per Investment Manager

Famerfﬂ.ﬁ. A!Ehvestmeni?rofesnon;lg Partner / M0, E Alf Investment Profassionals Partner / M.5. Mmmmmlasmnals
Firm Classification Avg. I5th 50tk Thth | Avg. 25th  50th 75“1 Avg. 25th  S50th  Thth ;Avg. Ath 50th  T5th | Avg,  25th 5Bt 151h Mq. 5th 50th TS

l
L0 Growh Eqty Large) | 3522 W31 1500 W2l |DI6 9 9B 15031 18 303 133 182135 18 30 a! 1307 e’ 12

LBEH/ Growth Equily 1059 550 BOC 1650 | 41G 275 l';t;,l. 509 | 192 i {6 1.33 126 G687 109 28 19 13 33 ) 28 12 1]
(Smail/Mid-Size} : i ;
LB { Groweh Equity (All) 2295 836 1A  2L3 ' 843 380 629 978 | 2B0 133 293 348 ! BO 075 L9 1351331 i 29 7 | o7 10 17

Saurce: 2082012 Holt-Thomson Rauters PE and ¥{ Compansation Report

management. According our survey they earned an average of $858,150 in
salary and bonus this year. That's more than double the average $381,400
that partners at small buyout shops with less than §500 million under man-

agement will earn this year. Partners at mid-sized firms, with $500 million Years of Experience fo Partner
to $1.5 billion under management, earned an average of $623,200 this year.  Firm Classification Avg. 25th §0th 75th
Those numbers also suggest the great incentive that junior professionals 180 / Growth Equity g 7 10 10
have to climb guickly up the ranks. Analysts at largx'e LBOig}‘omll equity - o : : - -
firms in our stzdy earned an average of $155,200 this year in safary and — o o . e
bonus, less than 20 percent the figure for partners. One of the questions Mezzanine i g i %
asked of firms in the study this year was how many years if takes from earn- Fund of Funds n 8 1% 1z

ing an MBA d?gree ?.‘G. reach partner or ma,nag.ement director. For Source 2011—2{)22 Holt T?wrnsan Reuters PE and vC Cnmpensaison Repon
LBO/growth equity firms in the study the average is nine years. < —— A .






