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Discussing Family Offices in the United States

Who are they and how do they invest in alternatives?

PROPRIETARY & CONFIDENTIAL

The information contained in this presentation is proprietary and confidential and is provided to prospective investors solely for the purpose of evaluating an
investment in the Lateral U.S. Credit Opportunities Fund, L.P. (the “Fund”) This information is not to be shared, distributed or otherwise used, for any other
purpose or by any other individual, organization, company or business entity, without the prior written consent of Lateral Investment Management, LLC (“Lateral”).
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Lateral Investment Management, LLC (“Lateral”),
founded in 2014, is an opportunistic credit and
growth equity asset manager. The firm provides
growth capital to lower-middle market companies
with no prior institutional investment through the
direct origination of structured equity stakes.
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Our private market strategies focus on investing in
lower-middle market firms that have limited capital
availability due to the structural dislocation in the US
capital markets. We partner with owner-operators
who have high conviction in their future outlook and
want the support of an institutional investor without

LATERAL INVESTMENT the !:)ss Or]; control and dilution of a traditional private
MANAGEMENT equity partner.

Lateral is an SEC registered firm* with approximately
| 1] 1 * ’ et $500MM in assets under management. The
--I \l ’Illl II”..}!;% ; company is a minority-owned business

headquartered in the San Francisco Bay Area and
has an office in New York City.

*Registration with the SEC does not imply a certain level of skill or training.
PRIVATE & CONFIDENTIAL ’ 3



Defining Family Offices

“Family offices” are entities established by wealthy families to manage
their wealth and provide other services to family members, such as tax
and estate planning services.

WWW.SEeC.goVv

A classic example is of a business founder that built a business and then
sold and now has $100MM to invest (Patriarch/Matriarch — G1)

OR

Inherited wealth (G2, G3, G4...)
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AUM Breakdown

Family Offices may be in the form of Single-Family Offices (SFO) or Multi-Family
Offices (MFO).

SFO AUM, by region

Europe North America Asia-Pacific Emerging
Markets

, P
MFO’s have on N
average:

- $1.5B in AUM ‘ ‘
« 20 families \
. oy

Average AUM Average AUM Average AUM Average AUM
($m) ($m) ($m) ($m)

Source: The Campden Wealth / SVB Family Offices Investing in Venture Capital
survey 2020

Note: Emerging Markets encompass the Middle East, Central and South America,
and Africa.
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Typical Family Office Services

Family offices may seek the following
services:

« Wealth Management

* |nvestment Advice

- Estate and Tax Planning
* Risk Management

« Charitable Giving Advice
* NextGen planning

Non-financial services:
* Travel arrangements
* Household management
* Private Schooling
» Other concierge services

LATERAL
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Preservation vs. Generation of Wealth

Family Offices with an Active
Operating business:
 May be re-investing in own

Operating business ownership

business;

« Own deals in industry they 25%
know

* Not often allocating to external 42%

managers or advisors for
private investments

Family Offices without an Active 17%

Operating business:
* Recently sold their operating

business and are now investing 13% £4.0%
the proceeds
+ Inherited wealth and G2/G3is B Complete ownership N Mincrtysiaxe
overseeing/participating B Majority stake (withent contreling xighls)
« Completely outsourced to an B Minority stake M None - the operating
(with controlling rights) business was sold

investment advisor (or several)

) N_Iay,be Seekmg _Income to Source: The Campden Wealth / SVB Family Offices Investing in Venture Capital
distribute to family members Survey 2020.

Note- Figures may not sum exactly to 100% due to rounding.

INVESTMENT MANAGEMENT

LATERAL PRIVATE & CONFIDENTIAL 7
|



Family Offices Vary in Form

LATERAL

INVESTMENT MANAGEMENT

Types of family office represented

Private multi-family office
(Has a founding family; was widened out
to multiple families. The office is owned by
families and operated for their benefit)
[ ]

Single-family office
(Embedded within
family business)

]
Qece

Single LP fund / family fund
(Venture-focused team managing
capital for a single-family)
Single-family office
{Independent from g'fl;m?[mi:flﬁ
family business) muixi-family ofce
(Multi-family office owned

by commercial third
parties, motivated by

profit-making ventures)

Source: The Campden Wealth / SVB Family Offices Investing in Venture Capital
Survey 2020.
Note: Figures may not sum exactly to 100% due to rounding.
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Investor Universe

Family

ofices  |nstitutional
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Investor Timeline

Friends  Angel Early Stage Late Stage Institutional Investors
& Family Investors Funds Funds
$1-10,000s

Family Offices
$100,000s

LATERAL

$20MM+

Average Min Investment Amounts
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How are FQO's allocating?

45 LP’s seeking new Overall portfolio asset allocation

VC investment funds —

in next 12 months, (Public) Equity — 29%
globally. (PreQin)

Private equity direct investments

Private equity funds and fund of funds

Venture capital directs, funds, fund of
funds

_lﬂ%

Cash or cash equivalent assets

Other assets e.p., fixed income, real estate, 28%
REITS, hedge funds, and commodities

Source: The Campden Wealth / SVB Family Offices Investing in Venture Capital
Survey 2020.

Note: This study was targeted towards FOs with experience in VC. Therefore, these

numbers do not necessarily reflect wider FO asset allocations. Figures may not sum
exactly to 100% due to rounding.
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PreQin Reporting

Global FO Mandates by Asset Class

Q2 2018 Q3 2018 Q4 2018 Q12019 Q2 2019 Q3 2019 Q4 2019 Q12020 Q2 2020
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Approximately 1,000 Active FO’s in this @ i
database as of September 2020 preq l n
LATERAL
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Big world, small degree of separation

Active Investors in PE by Region, 2015 - Present
10000

General estimates of active PE 900

US investors range from 3,500 - *®
7000
4 500. .
5000

Allocation trends are favorable 4000
towards alternative investments 3000

in general (PreQin) 2000
: : : 1000
« Private Equity (incl. VC) .
. : : 2015 2016 2017 2018 2019 Q12020 Q2 2020

Private Credit mRestof World 526 547 616 666 705 720 776

e Real Estate Asia 819 848 954 1211 1527 1638 1879

Europe 1574 1627 1787 1953 2123 2155 2242

mNorth America 3248 3346 3570 3027 4211 4265 4346

m North America Europe mAsia mRestof World

preqm
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GROWTH FUNDING GEARED TO OWNER-OPERATED BUSINESSES

Collateralized senior secured debt that typically offers company owners:
= more capital availability and flexibility than debt financing

= Jess dilution and control restrictions than leveraged buyout firms

= with a high-touch, value-added partnership approach

$20MM

Example: Borrower’s
annual EBITDA

$10MM

ENTRY PARAMETERS ' \

v Low cashflow ($1-10MM EBITDA)
v" High collateral value (133-200% of loan)

v" Visibility on 50-100% revenue growth in 24-
36 months

-

e

POST-INVESTMENT

TARGET EXIT MILESTONES

v" Scaled successfully

v Robust cash flow

v Well positioned for refinancing or

sale
.

LATERAL’S PROPOSED SOLUTION:
$5-50 MM STRUCTURED EQUITY
INVESTMENT

= Redeemable preferred or loan with 10-
16% coupon, 2-3 year tenor

= Equity acquired as a staple or at

discounted value, 10-80% stake, 3-5 year
hold

Time
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