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Moving On and Moving Out

Welcome to Jefferies Launch 2025: The Founders’ 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: Moving On...and Moving Out. How to get from where you are
to where you want to go.

WHAT ARE THE FIRST THINGS FOUNDERS NEED TO KNOW
Nearly everyone who wants to start at alternatives fund is...already
at another alternatives fund. We asked Peter Greene and Ben
Kozinn from Schulte Roth and Zabel what should be top of mind.

v" Contracts
v" Counsel
v' Calendars/Timing

Contracts

When you're thinking about leaving your current firm, it's really
important that you look at your contract that you have with your
existing employer. You need to understand the terms of where you
are before you can identify a path forward.

It is important to have that hopefully evaluated with these contracts
with counsel.

While this will be the first time many founders engage with counsel,
it can be important to understand the value and terms of your
current contract.

e  What terms govern my moving on?

e Am | leaving anything on the table compensation-wise
with a departure?

e  What are the terms of my deferred or reinvested
compensation? These terms can be complex and should
be understood over the timeline of potential payout.

e Do | have a non-compete?
e Do | have a non-solicit?

e Do | have any other restrictive covenants that could
impact my ability to get a new organization off the
ground?

e  What is written into my contract about my track record or
performance and how does that dovetail with the new
Marketing Rule?
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Counsel

For many founders, this will be the first time they engage professionally
with counsel (i.e. — a law firm/legal counsel). These relationships are
critical in the early days of a new firm, and there are many different
factors that can shape these engagements.

Legal counsel can be some of your most critical early discussions —
in part because they are governed under attorney/client privilege and
are resources that cannot discuss your potential future plans with
anyone, which can be important as you work to understand your
current employment contracts.

Founders may consider what questions to ask in an initial
engagement of counsel, but it's often the questions counsel will pose
to the founders that are relevant.

These include:

0,

Do you have a record of your current employment contracts
or documents?

% Are they up to date?

« Do you have easy access to them — or do you need to ask
someone, and potentially create an awkward scenario?

Do you have access to your track record?

% Do you have a deferred compensation document that
separately governs terms?

< What are you thinking of launching?
< Will you be a competitor to your current firm?

% Does your strategy rely on any models or intellectual
property currently in use by your firm?

< If you are considering early hires, what are the contracts
that govern their current employment situation?

< How many employees will you launch with?

< Who is going to run the non-investment side of the
business and the processes that govern business
documents, subscription agreements, etc?

%  What working capital do you have to dedicate to running
this business?
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Calendars/Timing

Other than: how do | leave where | am, and how much will this
cost me, the third biggest question facing founders is: how long
will it take me to get my firm up and running?

This is largely governed by two factors:

1) Any restrictive covenants of your current employment
contract (i.e. — a non-compete) and

2) The early steps taken to build an institutional firm from
its first days

Many of the earliest decisions you make — both while still at your
employer and starting the day after you give notice — will impact
your success as a firm, and your ability to raise money from third
party investors in your nascent stages.

In the mid-2020s, founders can estimate needing about two years
of working capital to get their funds off the ground. Initial costs go
into things like employee compensation and sign on bonuses, rent,
furniture, systems and technology.

It may be possible to launch a firm in less time, but overall, 24
months from the very first glimmer in a new founder’s eye to Day
1 official launch is an approximate average of timing to get an
alternative fund of the ground.
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TRACK RECORDS
A CRITICAL COMPONENT BACK IN VIEW

In addition to contracts, counsel and calendars — and especially
in the wake of the Marketing Rule that passed in 2022 -
ownership and use of one's perceived track record or
performance are back in view.

While many PMs assume they understand and “own” their track
record or performance, what this means in practice varies
widely. Potential founders need to understand:

i) What information is mine, and what data can | share?
Reports PMs may have had access to in their prior firms
may not be available at all, or in any form resembling
what they are used to viewing.

ii)  What does the new Marketing Rule say about reporting
prior performance? This regulation, which went into
effect in 2022, indicates what, how and in what
scenarios may previous performance be shared with new
potential investors.

iii)  Does your relationship with your prior firm matter? With
track records being among the most coveted assets to
take to a new launch, how you leave your prior shop can
make a big difference.

Launch 2025 | Moving On...and Moving Out

EQUITIES

OTHER CONSIDERATIONS

There are certain other considerations that need to be top of mind
for founders that don’t fit neatly into any of these categories. We
will address some of these in depth in subsequent pieces — but
founders should also be considering:

v In a very crowded environment, how are you going to
differentiate?

v' What is your value proposition in a mid-single digit rate
world? Things are very different than when rates were at
rock bottom globally.

v" Where will the funds come from to capitalize the
management company?

v' Are you building an institutional firm? The regulatory
environment is as demanding and complex as its been in
years, are you prepared to navigate that landscape?

v'If the SEC examines your firm in the first year, are you
ready?

v' It can take longer to raise capital than in years past — are
you prepared for a longer “sale cycle” to get those early
investors?

v" Are you considering funds of one, SMAs or other non-
comingled structures?

There are — quite literally — dozens of decisions founders need to
make before they even give notice to quit their current firm. It is
our hope that these pieces can help start to build a roadmap of
success, by identifying some of the right questions that have to be
addressed early on.

Founders have one chance to leave your
current firm the ‘right’ way — are you ensuring

you're doing that?
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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.
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