B-.-LDVALUE

Capital Solutions At Work

RESEARCH AND ANALYSIS

11% — THE AVERAGE SHARE OF CHANGE  IN
CONTROL VALUE FOR THE CORE EXECUTIVE TEAM

The BOLD Value team recently completed an in-depth analysis of value-sharing programs
implemented by private companies leading up to a change in control or company sale.
The project focused on the amount of equity (either true or synthetic) provided to key employees
to maximize company value at change in control. The average value-sharing amount was 11%
(for a $1 billion deal, $110 million in long-term executive compensation)*.

Value-sharing programs are fundamental to business succession - not only for executive compensation but also capital
structure and exit planning, three areas in which our BOLD Value team specializes. Value sharing programs can make or
break the sustainability of the management team. In some cases, long term value sharing programs are the single
largest “investment” a company will make for any purpose. Accordingly, proper design, sizing, communication and
administration of these programs is essential.

Based on the survey and analysis results, we found the following:

. Private companies with value-sharing arrangements shared around 11% of the company’s change in control
equity value with the core executive team, on a weighted average basis.

o Synthetic equity is becoming a more important solution at private companies, whether alone or in
conjunction with true equity.

. The range and nature of value-sharing amounts varied greatly from company to company depending on
operating environment and ownership type.

. Careful assessment of the unique business and capital structure at each company is a must in order to

design a value-sharing plan that is motivating, resilient across business cycles, and affordable.

Survey Result: Amount of Value Sharing at Change in Control
= 11% average value-sharing: The deal practitioners we
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% of respondents oc% amount at the time of change in control would be in the 9 to
12% range for the core executive team. The weighted
average was 11% based on the same survey data*
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= Wide variety in plan types and sizes: Value-sharing
amounts varied from as low as 3 to 6% range to over 21% of
a company’s equity value depending on company size —
although our survey asked for a case of larger middle market
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*Results from 24 experienced deal practitioner respondents, out of approximately 100 practitioners queried. Deal practitioners based responses on multiple deals
based on actual value shared upon change in control or as an incentive pool leading to change in control for $1Billion or equivalent size deals. Value share
amounts include company CEO as part of the Core Executive Team.






