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Welcome to Jefferies Launch 2025: The Founder’'s Perspective.
Starting a successful alternatives fund is entirely different than it
was 10 years ago. The costs are different, the challenges and
potential upside are different. In this series, we leverage expert
views on what potential founders need to know now before launch.

Today: Talent and Human Capital. After financial capital, human
capital is critical for building a successful institution over time.

SKILLS, FIT AND CULTURE

Peter Greene and Ben Kozinn from Schulte Roth and Zabel help us
think through the skills, fit and cultural characteristics that are
critical for early hires:

v' Skills: finance and reporting, operations, or a
generalist athlete?

v' Background: do you want someone who has helped
launch a firm before or from a larger, longer standing
institution?

v' Structure: how will the investing team be structured?
Different verticals or a flat line of analysts under the
Clo?

One Hire; Many Roles

We hit on the importance of your first non-investment hire in an
earlier piece. In most cases, funds launching with less than $1
billion of assets will not hire multiple C-suite employees for Day 1.
It would likely be too early to hire a Chief Financial Officer (CFO)
and a Chief Operating Officer and a dedicated Chief Compliance
Officer. It's more likely to hire one C-level officer that will manage
multiple responsibilities. Often, firms engage with a third party
compliance consultant or other outsourced providers, but this first
hire will still need to manage and oversee these relationships.

In determining what the organizational structure of your firm will
look like, the process of working through the firm's marketing deck
can be instructive. New launches typically include org charts —
even if the candidates aren’t officially on board — and visualizing
the structure to identify roles, responsibilities and reporting lines
can be helpful.

In each case, the energy, trust and engagement a founder has with
their new hires is critical. As with any other start up, the dedication
and resources needed to successfully get an organization off the
ground are material. Friction among early employees would only
cause distraction and additional challenges.
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Comp Talk

After identifying and interviewing candidates — founders need to think
about compensation offers to pay their people appropriately.

Founders may want to consider:
“ What are competitive terms for an institutional launch?

% Is equity or phantom equity on the table in the short or
medium term?

< Will you use a deferral program, and if so, across how
many years?

<+ Are there tax implications?
% What types of benefits will you offer?

< What will the distinctions between investment and non-
investment employees be, if any?

<+ Will any component of discretionary compensation be
required to be reinvested in the fund?

<+ Is a partnership stake on the table? Could this create an
added incentive for some employees to ensure the firm’'s
success — given how important retention is?

0 If so, is it ‘true’ equity or synthetic equity?

o0  What will our governance structure look like?

o0 What responsibilities does this individual have?
0 What do economics look like if they depart?

Outsourcing

One of the other dominant human capital trends of the last decade
has been around outsourcing. As the service provider community has
matured and institutionalized, outsourcing has become a common
sense solution for many nascent funds. Three of the most frequently
leveraged providers include:

- Outsourced Compliance Consultant

- Outsourced Trading

- In some cases, an Outsourced COO/CFO (though more
frequently leveraged as a backup for larger, institutional
launches and not as a full stand in)

In the current environment, for founders launching with north of
$300 or $400 million in assets, it is important for allocators and
LPs to see there is a dedicated non-investment professional.
Especially in the wake of the SVB and First Republic collapses, it is
important to show dedicated headcount overseeing counterparties.
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IMPORTANT DISCLAIMER
THIS MESSAGE CONTAINS INSUFFICIENT INFORMATION TO MAKE AN INVESTMENT DECISION.

This is not a product of Jefferies' Research Department, and it should not be regarded as research or a research report. This
material is a product of Jefferies Equity Sales and Trading department. Unless otherwise specifically stated, any views or
opinions expressed herein are solely those of the individual author and may differ from the views and opinions expressed by
the Firm's Research Department or other departments or divisions of the Firm and its affiliates. Jefferies may trade or make
markets for its own account on a principal basis in the securities referenced in this communication. Jefferies may engage in
securities transactions that are inconsistent with this communication and may have long or short positions in such securities.

The information and any opinions contained herein are as of the date of this material and the Firm does not undertake any
obligation to update them. All market prices, data and other information are not warranted as to the completeness or
accuracy and are subject to change without notice. In preparing this material, the Firm has relied on information provided by
third parties and has not independently verified such information. Past performance is not indicative of future results, and
no representation or warranty, express or implied, is made regarding future performance. The Firm is not a registered
investment adviser and is not providing investment advice through this material. This material does not take into account
individual client circumstances, objectives, or needs and is not intended as a recommendation to particular clients.
Securities, financial instruments, products or strategies mentioned in this material may not be suitable for all investors.
Jefferies does not provide tax advice. As such, any information contained in Equity Sales and Trading department
communications relating to tax matters were neither written nor intended by Jefferies to be used for tax reporting purposes.
Recipients should seek tax advice based on their particular circumstances from an independent tax advisor. In reaching a
determination as to the appropriateness of any proposed transaction or strategy, clients should undertake a thorough
independent review of the legal, regulatory, credit, accounting and economic consequences of such transaction in relation to
their particular circumstances and make their own independent decisions.

© 2023 Jefferies LLC

Launch 2025 | How Do | Know What Market Is 2 Jeﬁerles



