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Introduction

As investors continue their search for differentiated opportunities to diversify portfolios and achieve financial goals, private
investments - historically reserved for institutional investors - are gaining traction among a wider audience. While enthusiasm
for private asset classes grows, hurdles remain for broader adoption. These challenges include educational gaps - such as

understanding the illiquid nature of private investments - as well as operational complexities like managing cash flows to meet
capital calls and navigating high investment minimums.

Evergreen funds are an attractive structure for certain investors as they address some of the pain points that have historically
made access to alternative investments more difficult. Beyond solving operational issues, evergreen funds can allow for
consistent compounding over the life of the investment and can serve as tools for asset allocation and portfolio diversification.

Furthermore, specialist evergreen funds offer focused exposure to high-performing sectors where deep expertise can more
effectively create value.

In this article, we explore the essential features that can make evergreen funds, especially those with specialized strategies,
an attractive option for investors seeking long-term growth and diversification.

Key Features of
Evergreen Funds

INVESTMENT BENEFITS

In evergreen fund structures, 100% of an investor’s capital is deployed into a portfolio with existing assets on day one! As a result,

investors in evergreen funds can efficiently mitigate the opportunity cost of holding cash for capital calls by immediately putting
it to work in productive investments.
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1 Most funds tend to have a liquidity sleeve of 15-20% to help with cash management (deployment, redemptions, etc.) that is required from the elimination of capital calls.
2 Vista Equity Partners, 11/2024. For illustrative purposes only.
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Evergreen funds can also deliver a higher multiple on invested capital (MOIC), even if their annualized returns are lower,
depending on the investment horizon and deployment speed. For example, an evergreen vehicle may achieve the same MOIC
of 3.1x over 10 years with a net annualized total return of 12%, whereas a drawdown fund might need to generate an 18.5% net
internal rate of return (IRR) to reach the same result3 This compounding effect can make evergreen structures particularly

attractive for long-term investors.
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PORTFOLIO CONSTRUCTION BENEFITS

Evergreen funds address potential portfolio construction
challenges for investors by providing immediate and consistent
exposure to underlying investments. Investors can align capital
allocations with strategic targets more effectively since the
capital is fully deployed without delays or fragmented capital
calls. This structure minimizes gaps between intended and
actual allocations and can deliver more precise portfolio
management and reduce cash drag.

Moreover, evergreen funds provide built-in vintage-year
diversification since new investments are continuously added
over time. These portfolios typically hold more diversified
positions, with evergreen vehicles often having a greater
number of underlying portfolio companies compared to
traditional drawdown funds.

Evergreen funds are flexible and can serve as substitutes

for existing drawdown allocations or as complements to
public equity investments for portfolios that don’t yet have

a private markets allocation. The ability to upsize or redeem
allocations can also allow investors to rebalance portfolios
more effectively, particularly across multiple clients, ensuring
consistency for consultants or advisors.

Additionally, evergreen funds typically feature lower
investment minimums, making them accessible to a broader
range of investors who might otherwise face high entry
barriers in traditional drawdown structures.

3 Vista Equity Partners, 11/2024. For illustrative purposes only.
4 Vista Equity Partners, 11/2024. For illustrative purposes only.

OPERATIONAL BENEFITS

Evergreen funds can ease some operational burdens by
simplifying cash management and reducing the administrative
workload associated with capital calls. With no capital calls

to manage, investors do not need to keep cash on hand in
anticipation of commitments. Instead, the fund manager
assumes responsibility for cash management, with distributions
automatically reinvested into the portfolio.

Another operational advantage lies in the elimination of the
need to ladder multiple fund investments across vintage
years. In drawdown structures, maintaining diversification
requires underwriting multiple managers for each vintage.
By continuously recycling capital into new investments,
evergreen funds provide automatic exposure to different
vintages, streamlining the investment process.

Evergreen funds can also offer potential liquidity options,
allowing investors to redeem portions of their investment
throughout a fund’s life. While private equity can typically
perform best as a long-term investment, the evergreen
structure facilitates periodic liquidity on a typically quarterly
basis, with redemptions generally capped at a set percentage
of the fund's assets. These established liquidity parameters can
protect both investors and managers, offering some flexibility
while seeking to preserve the fund's stability and returns.
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Diversifying Alternatives
Exposure Through
Enterprise Software

THE EVOLUTION OF EVERGREEN FUNDS

Until 2024, there were few direct private equity-focused
evergreen funds. Financial advisors were astute to include
diversified fund of funds (FoFs) as portfolio building blocks,
absent the ability to invest in direct private equity-focused
evergreen funds. These FoF vehicles can often hold several
hundred or thousands of underlying company investments
and offer broad diversification within a single fund. This helps
to mitigate risks by spreading exposure across many holdings
and sectors while also delivering index-like returns. Today,
investors can invest in direct private equity-focused evergreen
funds which can serve as a complement to more diversified
evergreen funds. This portfolio construction approach
replicates the way many investors think about their public
equity allocations.

DIFFERENTIATED EXPOSURE

For investors already embracing evergreen fund structures,
introducing exposure to more specialized evergreen funds -
such as those focused on enterprise software or other sectors
- can offer differentiated return drivers and more effectively
complement existing allocations.

WHY ENTERPRISE SOFTWARE STANDS OUT

1. Mission Criticality:

Enterprise software systems are deeply embedded into
business operations, often delivering essential functions
with high recurring revenue and customer retention. Like
infrastructure, software is often the last expense businesses
turn off, even during downturns, reinforcing its resilience
and reliability.

2. End-Market Diversification:

Software extends across all sectors, from healthcare and
finance to logistics and education, providing exposure to
multiple industries and mitigating concentration risk.

This allows investors to benefit from varied economic drivers.

3. Low Correlation With Public Markets:

Enterprise software investments exhibit low correlation to
the Russell 3000 Index and even to other individual software
companies, offering unique diversification benefitss

These characteristics make enterprise software investments
attractive as risk-adjusted positions in broader portfolios.

4. Avoids Public Market Concentration Risks:

Public markets have become increasingly concentrated,

as demonstrated by the outsized influence of the “Magnificent
Seven,” the seven largest tech companies in the U.S. stock
market. In 2023, these companies drove more than half

the S&P 500 Index’s gains, trading at high valuations and
making up roughly 31% of the index. Because more than 96%
of enterprise software companies are privately heldf most
investors miss out on this critical segment unless they allocate
capital to private markets.

5. Generative Al Innovation:

Enterprise software companies are well positioned to benefit
from and integrate generative artificial intelligence (Gen Al)
capabilities into their platforms. Their ability to leverage
proprietary data, robust infrastructure and existing user
bases may enable them to develop and deploy advanced

Gen Al-driven products and features that can drive efficiency,
enhance end-customer return on investment (ROI) and create
new revenue streams. Enterprise software can offer investors
exposure to the transformative benefits of Gen Al without
relying solely on public market investments.
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Software Revenue Growth Is Non-Cyclical
and Driven by Secular Forces
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Varied Product Sets and End Markets Drive
Industry Diversity Within Software

5 Bloomberg, as of 12/31/2022. For each sector in the Russell 3000, historical correlation between quarterly YoY revenue performance between companies in that sector and the entire index (correlation with index)

6 Vista proprietary research in collaboration with third party independent consult, as of 09/2024.

7 Bloomberg, as of 12/31/2022. For each sector in the Russell 3000, historical correlation between quarterly YoY revenue performance between companies in that sector and the entire index (correlation with index)

8 Bloomberg, as of 12/31/2022. For each sector in the Russell 3000, historical correlation between quarterly YoY revenue performance between companies in that sector and one another (average internal correlation)
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Evaluating Evergreen
Fund Managers

VALUE CREATION

Unlike traditional private equity models, which rely on specific
“vintages,” evergreen funds require steady returns over time.
The ability to generate consistent returns across various
market environments is paramount, and managers of evergreen
funds should have a systematic approach to value creation.
While each company is unique, many underlying business
models share similar fundamentals, making a repeatable
approach a solid starting point for driving value.

In the era of near-zero interest rates, the asset management
industry often relied heavily on multiple expansion - boosting
valuations without significant operational improvements.
However, today, that tailwind has faded. Now, general partners
who excel at operational improvements - such as increasing
efficiency, managing costs and improving profitability -

are better positioned to produce consistent results.

DEAL SOURCING

Robust deal sourcing plays a key role in sustaining returns,

as ideally, evergreen funds continually find and invest in new
opportunities across market cycles. Scale and experience are
also crucial, as larger platforms often have access to broader
networks and resources that enhance deal flow. A longstanding
track record of identifying investments and sustaining
performance throughout market cycles can ensure a manager
can recycle capital effectively while supporting growth.

PORTFOLIO CONCENTRATION
AND STRATEGY FOCUS

Many evergreen strategies have hundreds of investments which
results in diversified funds with exposure to private markets.
With a more focused approach, specialized managers who
select tens of investments instead of hundreds can prioritize
value creation through targeted operational improvements
while still maintaining the flexibility to recycle capital and
capture long-term growth opportunities.

FEE STRUCTURE

Investors should carefully evaluate fee structures, as they

can vary widely across evergreen private equity funds.

Like traditional private equity funds, evergreen funds typically
charge a management fee, calculated as a percentage of
assets under management. Additionally, many evergreen funds
often charge performance or incentive fees based on the
returns they generate. In some cases, a hurdle rate is applied,
where performance fees are only charged if the fund achieves
a minimum rate of return, which can help align the interests of
the fund managers and investors.

APPROACH TO LIQUIDITY MANAGEMENT

Given the illiquid nature of the underlying investments,
understanding a manager’s approach to liquidity is important
for investors considering evergreen funds. The effectiveness of
these strategies depends on how well a manager balances the
need for cash reserves to meet redemptions without adversely
impacting the fund’s portfolio. Investors should closely
evaluate whether the manager has a well-defined strategy to
avoid asset sales during potential periods of high redemption
activity. Additionally, typical industry practices, such as
capping quarterly repurchases at 5% of the fund’s net asset
value, can provide insight into how managers align liquidity
with long-term investment goals.

Situations Where
Drawdown Funds
May Be Preferable

Drawdown structures can be advantageous for
investors with the resources and flexibility to actively
manage their private equity exposure. For large
institutions with dedicated portfolio management
teams, drawdown funds allow for the customization
of a series of commitments across multiple vintages,
creating a diversified exposure over time. This
structure is also well-suited for investors who prefer
to handpick multiple managers across specific
strategies, geographies and sectors. Additionally, for
those with strong views on particular vintage years,
drawdown funds offer the ability to concentrate
investments during favorable periods. Investors who
prefer to control liquidity on their own terms may
also find drawdown structures appealing.
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Final Thoughts

Evergreen funds present an efficient solution for investors seeking diversification and operational efficiency. By deploying capital
immediately, evergreen funds enable the compounding effect and reduce the friction associated with capital calls. This structure
not only aligns investments with natural growth cycles but can also provide flexibility to unlock long-term value.

By incorporating differentiated, specialized strategies, investors can access opportunities in private, high-growth sectors that
may otherwise be missed. In today’s market environment, where operational excellence is critical for success, selecting the right
evergreen fund manager becomes even more essential.

Key Benefits of Evergreen Funds
for Private Market Investors

LOWER BARRIERS TO ENTRY GREATER LIQUIDITY
Evergreen funds have lower While still a long-term investment,
investment minimums than traditional evergreen funds offer periodic redemption
drawdown funds. opportunities.
NO CAPITAL CALLS DIVERSIFICATION
Avoid the administrative burden and Evergreen funds provide vintage-year
cash drag associated with capital calls. diversification and usually hold a larger
number of portfolio companies than
LONG-TERM COMPOUNDING drawdown funds.
Immediate capltal.deploymt.ant enables HIGH-GROWTH SECTORS
steady compounding over time.
Specialized evergreen funds can offer
targeted exposure to high-growth sectors.

Statements contained in this document (including those relating to current and future market conditions and trends in respect thereof) that are not historical facts are based on current
expectations, estimates, projections, targets, opinions, beliefs, and/or assumptions Vista considers reasonable. Such statements involve known and unknown risks, uncertainties and other
factors, and undue reliance should not be placed thereon. In addition, no representation or warranty is made with respect to the reasonableness of any estimates, forecasts, illustrations,
prospects or returns, which should be regarded as illustrative only, or that any profits will be realized. Certain information contained herein constitutes “forward-looking statements,” which
can be identified by the use of terms such as “may”, “will”, “should”, “expect”, “project”, “estimate”, “intend”, “continue”, “target” or “believe” (or the negatives thereof) or other variations
thereon or comparable terminology. Due to various risks and uncertainties actual events or results may differ materially from those reflected or contemplated in such forward-looking
statements. No representation or warranty is made as to future performance or such forward-looking statements.

Certain information contained in this document has been obtained from published and non-published sources prepared by other parties, which in certain cases have not been updated
through the date hereof. While such information is believed to be reliable, Vista does not assume any responsibility for the accuracy or completeness of such information and such
information has not been independently verified by it. Except where otherwise indicated herein, the information provided in this document is based on matters as they exist as of the date
of preparation of this document and not as of any future date and will not be updated or otherwise revised to reflect information that subsequently becomes available, or circumstances
existing or changes occurring after the date hereof, or for any other reason.

For more information, visit:

vistaequitypartners.com/strategies/private-wealth-solutions | E m n

Vista is a leading global investment firm with more than $100 billion in assets under management as of June 30, 2024. The firm exclusively invests
in enterprise software, data and technology-enabled organizations across private equity, permanent capital, credit and public equity strategies,
bringing an approach that prioritizes creating enduring market value for the benefit of its global ecosystem of investors, companies, customers and
employees. Vista’s investments are anchored by a sizable long-term capital base, experience in structuring technology-oriented transactions and
proven, flexible management techniques that drive sustainable growth. Vista believes the transformative power of technology is the key to an even

V I S T A better future - a healthier planet, a smarter economy, a diverse and inclusive community and a broader path to prosperity. Further information is
available at vistaequitypartners.com.
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