Be ‘ : 2
P % c d ¢:‘ C PDE DE
4 [ [ (LU €
)
€ [
July 2015
s
E:
‘1
s




Contents

Section Page #

1 Introduction and Survey Demographics 3

2 Valuation 7
Asset Management Benchmarking | Alternatives July 2015

PwC 2



Introduction and Survey
Demographics

Section

o1

Asset Management Benchmarking | Alternatives July 2015
PWC 3




| .
Introduction

Alternative asset managers continue to face a challenging environment amidst pressure from competitors, regulators,
and investors. To help respond effectively to these demands, PwC’s Asset Management practice is delighted to publish
results from our Alternative Asset Management Benchmarking Series designed to gather, analyze, and share information
about key industry trends and metrics. In this report, we present the results from our valuation survey addressing
selected valuation practices and the U.S. GAAP ASU 2011-4 disclosures that were included in the 2014 financial
statements of hedge funds and private equity funds. Other topics covered in our Benchmarking Series include practices
and selected metrics related to Fund Administration and Governance.

In total, 42 alternative firms participated in our benchmarking study. Because of the number of participants and the
diverse nature of alternative asset managers, these results should not be considered representative of all alternative asset

management firms. Where possible, managers were segmented into three different organization types based on their
dominant strategy:

* Hedge Funds — Organizations that have more than 50% of their AUM in hedge fund strategies such as long/short
equity, multi-strategy, credit, etc.

»  Private Equity — Organizations that have more than 50% of their AUM in private equity strategies such as buy-out,
venture capital, growth, distressed PE, etc.

*  Other — Organizations that have more than 50% of their AUM in fund-of-fund strategies, or indicate they are a
business development company

We hope that you find these results interesting.
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Survey Demographics

Number of Funds Managed

More than 30 Fewer than 10

fungs funds
33% 29%
10-30 funds
38%
Type of Organization
Other
12%

Hedge Funds
55%

Private Equity
33%

Other include BDCs and
Fund of Funds

Asset Management Benchmarking | Alternatives
PwC

Assets Under Management

Greater than

$20 billion
24%
Less than $5
billion
48%

$5-20 billion
28%

Primary Domicile of Funds

Cayman
33%

usS
67%
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| . .
Advisor’s Office Locations

19%
62 % ‘ Boston

Northern o — New York
California i i

Denver 2 %
Delaware —

7%
Southern

California Florida
{ Atlanta L

NOTE: Advisors were given the option to select multiple locations, therefore percentages will not sum to 100%
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Third Party Valuation Services

What is the frequency of valuation What is the nature of valuation
firm reviews/reports? reports received?
As-needed Monthly 02'[72(/”
29% 28% °
Positive
Assurance
Annually ) 58%
7% Negative
Assurance
Quarterly 15%
36%

What investments does the third-party = 2014

valuation firm review? (If applicable) Positive Assurance:
A report that includes a determination as to whether or not the
Some investments based on 1_ 7% reviewer believes the valuation is presented in conformity with
type the applicable valuation framework.
Some investments based on | 36% .
estimated fair value Negative Assurance: . o
i A report that does not include an actual determination from
Some investments based on [l 5% the reviewer about the appropriateness of the valuations but
frequency states that they are not aware of any evidence to the contrary.
- (e.g. "We are not aware of material modifications that should
0% be made to the valuations for them to conform with the

All investments

Asset Management Benchmarking | Alternatives
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applicable framework.")
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Valuation and Third-Party Pricing

(All Respondents)

Valuation approaches used
(Select all applicable):

Market Approach 81%

Income Approach 74%
Recent Transaction
Option Pricing Model
Appraisal Value
Expected Recovery

Adjusted Net Assets

Consensus Pricing

Asset Management Benchmarking | Alternatives
PwC

Client’s totals included
in the 2011-4 table
agree with the totals
per the CSI:

Yes

80%

Client utilizes third- Client includes the
party pricing exception weighted average
to disclosures about input disclosure in
significant inputs: their 2011-4 table:
Yes Yes

32% 56%

Which of the following best describes how multiple
valuation methodologies are used for a given
investment in the 2011-04 table?

N/A — No use of
multiple valuation

methods
43%

Discloses
methods and
weights in table
14%

Discloses
methods, but not
weights in table

33%

Discloses
methods, but not
in table
10%
July 2015
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Most common inputs disclosed in 2011-4 table
(All Respondents)

When using the Market When using the Income When using the Recent
Approach, the most Approach, the most Transaction approach, the
common inputs were: common inputs were: most common inputs were:
EV/EBITDA Multiple ... 3% DiscountRates ... 0% Price INAY 18%
Production Multiple 53% EV / EBITDA Multiple 40% EV / EBITDA Multiple 15%
T A e T e
oo B e S T s
S e o o
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Valuation and Third-Party Pricing
(Private Equity)

Valuation approaches used Client’s totals included Client utilizes third-
(Select all applicable): in the 2011-4 table party pricing exception
agree with the totals to disclosures about
per the CSI: significant inputs:

93% Yes Yeh

93% 21

Market Approach

R

Income Approach 79%

Recent Transaction

Appraisal Value valuation methodologies are used

Adjusted Net Assets N/A — No use of

multiple valuation

Consensus Pricing mtzt:?(;;ds
Option Pricing Model Siscl
Iscloses

methods, but not

in table
8%

Discloses
methods, but not
weights in table

31%

Expected Recovery

Asset Management Benchmarking | Alternatives
PwC

Client includes the
weighted average
input disclosure in
their 2011-4 table:

Yes

71%

Which of the following best describes how multiple

for a given

investment in the 2011-04 table?

Discloses
methods and
weights in table
38%
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Most common inputs disclosed in 2011-4 table
(Private Equity)

When using the Market When using the Income When using the Recent
Approach, the most Approach, the most Transaction approach, the
common inputs were: common inputs were: most common inputs were:
EV/EBITDA Multiple .. 92% DiscountRates  .....52% Discount Rates 15%
Production Multiple 7% WACC
DiscountRates . 38% Exit Year Revenue Growh Rates _ 38% EV / EBITDA Multiple 0%
Exit Vacancy Rates 38% Market Rent
R S v Eoon
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Valuation and Third-Party Pricing
(Hedge Funds)

Valuation approaches used Client’s totals included Client utilizes third- Client includes the
(Select all applicable): in the 2011-4 table party pricing exception weighted average
agree with the totals to disclosures about input disclosure in

per the CSI: significant inputs: their 2011-4 table:

Income Approach 74% Yes Yes Yes

67% 36% 41%

Market Approach 70%

Recent Transaction

Which of the following best describes how multiple
valuation methodologies are used for a given

Option Pricing Model . "
investment in the 2011-04 table?

Discloses
methods and

weights in table
4%

Discloses
methods, but not
weights in table

Appraisal Value

Expected Recovery

N/A — No use of

Adjusted Net Assets _ )
multiple valuation

methods
32%
Consensus Pricing 50%
Discloses
methods, but not
in table
Asset Management Benchmarking | Alternatives 14% July 2015
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Most common inputs disclosed in 2011-4 table
(Hedge Funds)

When using the Market When using the Income When using the Recent
Approach, the most Approach, the most Transaction approach, the
common inputs were: common inputs were: most common inputs were:
DiscountRates ... 6% EVIEBITDA o210 EV / EBITDA Multiple 24%
EV / EBITDA Multiple 48% Discount Rates
B s P
Spread 24 InterestRates . 33% Interest Rates 14%
Market Rent 19% Spread
Asset Management Benchmarking | Alternatives July 2015
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l PwC Contacts

Leadership

Mike Greenstein - Alternatives
michael.s.greenstein@us.pwc.com

Benchmarking Insights

Kristin Francisco - Alternatives
kristin.francisco@us.pwc.com

Liz Pelan - Alternatives
elizabeth.r.pelan@us.pwc.com

This report is for general purposes only, and is not a substitute for consultation with professional advisors. It is intended for internal use only by the
recipient and should not be provided in writing or otherwise to any other third party. PricewaterhouseCoopers has not independently verified the
accuracy or completeness of the information presented herein, gives no express or implied warranties, including but not limited to any warranties of

merchantability or fithess for a particular purpose or use, and shall not be liable to any entity or person using this document, or have any liability
with respect to this document.
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