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Findings

In this updated fee survey for investment management services for private middle market corporate lending
funds covering 66 firms managing $1.1 trillion in direct lending assets 2, we find:

1. Total Fees and Expenses:

a. Total fees and administrative expenses for private debt funds average 4.12% of net
asset value (NAV).

b. The 4.12% total cost is comprised of “effective” management fees3, carried
interest, and administrative fees averaging 1.86%, 1.78%, and 0.48%, respectively.

c. The 4.12% total cost compares to 3.94% in our prior 2023 study, a 0.18% increase.
Rising interest rates pushed carried interest higher, from 1.50% to 1.78% of net assets,
partially offset by a decline in effective management fees from 1.96% to 1.86%.

d. Fees as a percent of NAV vary significantly across lenders from a low of 3.22% (10t
percentile) to a high of 5.36% (90" percentile), explained by differences in the
management fee rate, whether management fees are charged on net or gross assets,
and the degree of leverage.

e. Focusing just on fees and deducting administrative costs and historical credit losses*
from current middle market yields, on average private fund investors (LPs) can expect
to pay lenders 3.68% in exchange for a 13.43% net portfolio yield. Net of all fees,
expenses and credit losses, the average private debt fund investor can expect a 9.75%
net fund return, up from 9.68% in 2023.

2. Management Fees:

a. 65% of firms charge their management fee rates on gross asset value (GAV)® and 35%
charge management fee rates on net asset value (NAV). The proportion of firms
charging management fees on GAV is unchanged over the last three years.

b. Management fee rates in 2024 average 1.00% when charged on GAV and 1.26% when
charged on NAV, down slightly from values of 1.03% and 1.28%, respectively, in 2023.

c. The lowest® management fee rates are 0.75% and 1.00% when charged on GAV and
NAV, respectively.

d. Firms charging management fees on GAV have an effective, or NAV-equivalent,
management fee equal to 2.18%, accounting for an average leverage level of 1.18x
NAV, well above the 1.26% average fee for firms charging management fees on NAV.

' Similar Cliffwater fee studies in 2018, 2020, 2022, and 2023.

2 This information was derived from marketing materials provided by the GP, dialogue and correspondence with the
GP, or publicly available information.

3 An important distinction in this survey is between management fee rates and effective management fees.
Management fee rates refer to the percentage of assets taken as management fees. In instances where management
fee rates are charged on gross assets (GAV), effective management fees convert the rates to a percentage of net
assets (NAV). Effective management fees could also be identified as NAV-equivalent management fees.

4 Historical private credit losses average 1.03% per year on unlevered assets. Source: CDLI.

5 Gross asset value (GAV) includes assets acquired through a credit facility (leverage).

6 10 percentile value.
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e. Differences in management fee levels have no statistically significant relationship to
borrower EBITDA, sponsor-backing, leverage level, borrower seniority, or lender AUM
for lenders charging management fees on NAV. There is a statistically significant
(negative) relationship between management fee rates and leverage for lenders
charging fees on GAV, but no significant finding for the four other factors.

f. Management fee rates average 1.10% for the combined 66 lender survey group.

3. Carried Interest and Preferred Return:

Carried interest and preferred return average 12.4% and 6.1%, respectively, for lenders
charging management fee rates on GAV and 15.3% and 6.7%, respectively, for lenders
charging management fee rates on NAV.

4. Administrative Expenses:

Administrative expenses average 0.48% of NAV and are estimated using a sub-sample of 26 funds
that have an operating history of greater than two years and net assets greater than $100 million. The
operating history criteria is meant to exclude one-time expenses realized early in a fund’s life.

5. Portfolio Characteristics:

Average portfolio statistics for the 66-lender study group include 1.15x leverage, 88% first lien
loan, 86% sponsor-backed, and $81 million average EBITDA.
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Disclosures

The views expressed in this presentation are the views of Cliffwater. The material contained herein is confidential. This
presentation is not intended for public use or distribution. It may not be copied, transmitted, given, or disclosed to any
person other than your authorized representatives. This presentation is not an advertisement, is being distributed for
informational and discussion purposes only, should not be considered investment advice, and should not be construed
as an offer or solicitation of an offer for the purchase or sale of any security. The information and opinions presented in
this presentation should not be construed as any advice from Cliffwater as to any legal, tax, investment or other matter.
This presentation is not meant to be, nor shall it be construed as, an attempt to define all information that may be
material to an investor. The information herein does not take into account any investor's particular investment
objectives, strategies, tax status or investment horizon.

The information in this presentation is not intended as a recommendation to invest in any particular asset class or
strategy or as a promise of future performance. References to future returns are not promises or even estimates of
actual returns a client portfolio may achieve.

Statements that are nonfactual in nature, including opinions, projections and estimates, assume certain economic
conditions and industry developments and constitute only current opinions that are subject to change without notice.
Further, all information, including opinions and facts, expressed herein are current as of the date appearing in this
presentation and is subject to change without notice. Unless otherwise indicated, dates indicated by the name of a
month and a year are end of month.

All third party information has been obtained from sources believed to be reliable but its accuracy is not guaranteed.
The information herein may include inaccuracies or typographical errors. Due to various factors, including the inherent
possibility of human or mechanical error, the accuracy, completeness, timeliness and correct sequencing of such
information and the results obtained from its use are not guaranteed by Cliffwater. No representation, warranty, or
undertaking, express or implied, is given as to the accuracy or completeness of the information or opinions contained
in this presentation. Cliffwater shall not be responsible for investment decisions, damages, or other losses resulting
from the use of the information herein.

There can be no assurance that any expected rate of return, risk, or yield will be achieved. Rate of return, risk, and
yield expectations are subjective determinations by Cliffwater based on a variety of factors, including, among other
things, investment strategy, prior performance of similar strategies, and market conditions. Expected rate of return,
risk, and yield may be based upon assumptions regarding future events and conditions that prove to be inaccurate.
Expected rate of return, risk, and yield should not be relied upon as an indication of future performance and should not
form the primary basis for an investment decision. No representation or assurance is made that the expected rate of
return, risk, or yield will be achieved.

This presentation may include sample or pro forma performance. Such information is presented for illustrative purposes
only and is based on various assumptions, not all of which are described herein. Such assumptions, data, or projections
may have a material impact on the returns shown. Nothing contained in this presentation is, or shall be relied upon as,
a representation as to past or future performance, and no assurance, promise, or representation can be made as to
actual returns. Past performance is not indicative of future returns, which may vary. Future returns are not guaranteed,
and a loss of principal may occur.

References to market or composite indices, benchmarks or other measures of relative market performance over a
specified period of time (each, an “index”) are provided for information only. Reference to an index does not imply that
a portfolio will achieve returns, volatility or other results similar to the index. The composition of an index may not reflect
the manner in which a portfolio is constructed in relation to expected or achieved returns, portfolio guidelines,
restrictions, sectors, correlations, concentrations, volatility or tracking error targets, all of which are subject to change
over time. Investors cannot invest directly in indices and, unlike an account managed by Cliffwater, an index is
unmanaged. Cliffwater is a service mark of Cliffwater LLC.
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