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When a transaction involves company stock held by or offered to employees or existing
shareholders, the Board of Directors and Plan Trustees face profound fiduciary
obligations. InteleK's accredited valuation specialists provide independent Fairness
Opinions that validate the price and terms of every share exchanged — built to withstand
IRS, Department of Labor, and regulatory scrutiny.
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The Crucial Role of Fairness Opinions

In the complex landscape of Employee Stock Ownership Plans (ESOPs), equity compensation programs, shareholder buyouts, and related-party share
transfers, the question is not simply whether the deal is strategically sound — but whether the financial terms are genuinely equitable. A Fairness Opinion
serves as a critical, independent bridge between a proposed transaction and the fiduciary responsibilities of trustees, boards, and plan administrators.

Legal Liability Risk Procedural Prudence The Solution

An untested or internally-derived valuation Regulators and courts look for "procedural InteleK's accredited specialists provide

exposes fiduciaries to significant legal prudence,” best demonstrated by an independent Fairness Opinions built on state-

liability, Department of Labor scrutiny, and independent, accredited appraiser providing of-the-art valuation and forensic processes

shareholder litigation. a credible, arms-length assessment of share that deliver clarity and confidence for sound
value. governance.




STANDARDS OF VALUE

Standards of Value in Employee & Shareholder Fairness Opinions

The choice of Standard of Value in a Fairness Opinion is vital, as it defines the financial benchmark against which the transaction price is measured.
While "Fair Market Value" is the most commonly mandated standard, employee and shareholder transactions often demand a more nuanced
understanding of how value is defined across different regulatory frameworks.

It is critical to work with an appraiser who understands the nuances of these standards and can articulate how they apply to the specific legal, regulatory,
and financial context of the transaction.



Key Standards & Considerations

Fair Market Value

The IRS and Department of Labor mandate Fair Market Value for
ESOP transactions — the price at which stock would change hands
between a hypothetical willing buyer and seller, with neither under
compulsion and both with reasonable knowledge of relevant facts.

Fair Value (Statutory & Equitable)

In shareholder buyouts, dissenting shareholder actions, or squeeze-
out transactions, statutory definitions of Fair Value may apply. These
standards are often more protective of minority interests and may
exclude certain discounts that apply under Fair Market Value.

Investment Value

In transactions involving strategic buyers or controlling shareholders,
the value to a specific acquirer — reflecting synergies, operational
advantages, or special relationships — may be relevant in assessing
whether the offer price is equitable.

Regulatory Context

ERISA, the Internal Revenue Code, and applicable state corporate
statutes each impose distinct value definitions. An experienced
appraiser must navigate these overlapping frameworks to anchor the
opinion in the correct legal standard.




Financial Analysis & Due Diligence

Providing a Fairness Opinion for employee and shareholder transactions requires a
heightened level of scrutiny that goes well beyond a standard business appraisal. We
conduct a comprehensive review of financial condition, capital structure, and
management projections, rigorously testing the underlying assumptions for
reasonableness.

[J A\ Key Principle: Our process takes a "totality of the circumstances" approach

— accounting for the unique interests of participants, plan trustees, and the
company itself, to ensure no dimension of financial equity is left unexamined.




VALUATION PROCESS

Valuation Process & Methodologies

We employ a multi-method approach to triangulate a well-supported Range of Fairness,
combining recognized valuation methodologies calibrated to the regulatory and financial
context of each transaction.

Each approach is critically evaluated and weighted based on the specific facts and
circumstances of the engagement — ensuring that the resulting opinion is both
analytically rigorous and defensible before the IRS, Department of Labor, and opposing
counsel.




Multi-Method Valuation Approach

For every employee and shareholder transaction, InteleK applies a rigorous
combination of valuation methodologies. The convergence of these approaches
establishes a defensible Range of Fairness specific to the transaction's regulatory
and financial context:

e Income Approach (DCF): Projects future free cash flows discounted to
present value — the primary methodology for intrinsic going-concern worth

e Market Approach (Guideline Public Companies): Benchmarks against publicly
traded peers to reflect current market conditions

e Market Approach (Precedent Transactions): Analyzes comparable arm's-
length sales to anchor the valuation range empirically

e Sensitivity Analysis: Tests how changes in key variables affect the resulting
valuation range

Valuation Methods Weeks Turnaround

Applied to every engagement From receipt of financials

100%

Fixed-Fee Model

No success-fee conflicts



Key Considerations: Board & Trustee Support

Fairness Opinions in employee and shareholder transactions are most critical where a conflict of interest exists, where fiduciary duties run to multiple
constituencies, or where the complexity of the transaction warrants independent verification.

ESOP Trustee & DOL Compliance Equity Compensation & Section 409A Shareholder Buyouts & Redemption

Agreements

Under ERISA, the plan trustee has a strict When granting stock options, RSUs, or other
fiduciary duty to ensure the plan pays no equity awards, Section 409A requires The departure of a founding shareholder, key
more than adequate consideration for exercise prices reflect Fair Market Value. Our executive, or strategic partner often triggers
company stock. InteleK's Fairness Opinion independent appraisals provide the a buyout under a shareholder agreement. An
provides trustees with the documentation defensible safe harbor needed to establish independent Fairness Opinion ensures all
needed to demonstrate DOL compliance and compliant strike prices and protect both the parties are treated equitably and eliminates
protect against prohibited transaction company and employees from adverse tax grounds for future disputes over the

claims. consequences. adequacy of consideration.




Expert Testimony & Litigation Defense

Should a transaction be challenged by dissenting shareholders, plan participants, or regulatory authorities, our accredited appraisers are fully prepared to

defend our conclusions in court, arbitration, or before administrative bodies.

Dissenting Shareholder Claims

A rigorous, independent Fairness Opinion is among the most effective forms of evidence in disputes involving dissenting shareholders —
demonstrating that the price offered reflects the minority's proportionate share of enterprise value.

Plan Participant Challenges

For ESOP participants challenging a transaction, our opinion demonstrates that the fiduciary followed a thorough, objective process and
that the transaction price was supported by credible financial analysis — making it significantly harder for plaintiffs to establish a breach of
duty.

IRS & DOL Regulatory Defense

Our accredited appraisers provide clear, authoritative testimony explaining our methodology and establishing why the transaction price was
financially fair and procedurally sound before the IRS, Department of Labor, and other regulatory bodies.

Procedural Documentation

Our Fairness Opinion reports are meticulously detailed and fully auditable, providing fiduciaries with a robust defense file that demonstrates
the thoroughness of their due diligence and the credibility of their decision-making process.

Objective Fixed-Fee Engagement

Unlike advisors compensated through success fees, InteleK engages on a fixed-fee basis with no financial interest in the outcome —
ensuring our conclusions reflect the financial facts rather than any party's preferred result.




InteleK's Fairness Opinion Approach

Our accredited appraisers bring deep expertise in corporate finance, business valuation,
and fiduciary advisory to every engagement — ensuring conclusions are robust,
transparent, and built to withstand the scrutiny of the IRS, the Department of Labor,
institutional investors, and opposing counsel.

00000

Enterprise Financial Due Range of
. Market & DCF i
Value Diligence Fairness

Final Opinion

Our proven two-phase approach first establishes enterprise value, then carefully
constructs a Range of Fairness — allowing trustees, boards, and special committees to
see precisely where the proposed transaction price falls within the broader financial
landscape.




What Sets InteleK's Process Apart

R

Strict Independence

Unlike internal advisors or transaction intermediaries who may have a
financial interest in the outcome, InteleK provides an unbiased opinion for a
fixed fee — ensuring our conclusions are never influenced by whether the
deal closes or at what price.

7

Rigorous Documentation

Our Fairness Opinion reports are meticulously detailed and fully auditable,
providing fiduciaries with a robust defense file that demonstrates the
thoroughness of their due diligence and the credibility of their decision-
making process.

L

Range of Reasonableness

We don't simply declare a transaction fair or unfair based on a single
number. We provide a carefully constructed valuation range, giving trustees,
boards, and special committees full visibility into where the proposed price
falls within the broader financial landscape.

+od

Timely Execution

Employee transactions, plan amendments, and shareholder events operate
on compressed timelines. We integrate seamlessly with your legal counsel,
plan administrators, and financial advisors to deliver high-quality opinions
without sacrificing analytical depth.



Strategic Partnership With Your
Advisory Team

InteleK acts as a trusted advisor to Boards of Directors, ESOP trustees, Special
Committees, and compensation committees — working alongside your advisory team to
ensure the Fairness Opinion integrates seamlessly into the overall transaction and
governance strategy.

— Legal Counsel & ESOP Attorneys

We coordinate with legal counsel to ensure the Fairness Opinion supports ERISA
compliance documentation, plan trustee obligations, and shareholder agreement
structures.

—>  CPAs & Tax Advisors

Our reports are structured to integrate directly with Section 409A compliance

filings, ESOP plan documentation, and shareholder transaction records —

reducing friction for the tax preparer and improving filing defensibility.

—  Plan Administrators & Financial Advisors

We provide the independent, accredited Fairness Opinion that plan trustees,
corporate trustees, and compensation committees require for ERISA compliance,
regulatory reporting, and sound governance.




Employee & Shareholder Transaction Fairness Opinion FAQs

Expert insights into ESOP valuations, equity compensation, shareholder buyouts, and fiduciary compliance for employee and shareholder transactions in
2026.

What is a Fairness
Opinion in an ESOP
transaction?

A Fairness Opinion in an
ESOP transaction is an
independent report issued by
an accredited appraiser
confirming that the plan is
paying no more than
adequate consideration for
company stock. It is a critical
compliance tool that protects
the trustee from Department
of Labor scrutiny and ERISA
prohibited transaction claims.

Why does an ESOP
trustee need an
independent appraiser?

Under ERISA, ESOP trustees
have a strict fiduciary duty to
act solely in the interest of
plan participants. Relying on
a company-appointed or deal-
motivated advisor creates a
conflict of interest. An
independent appraiser
provides the objectivity and
documentation required to
demonstrate the duty of
prudence was fulfilled.

What s Section 409A and
why does it require an
independent valuation?

Section 409A of the Internal
Revenue Code requires that
stock options and other
deferred compensation be
granted at no less than fair
market value on the grant
date. A non-compliant
valuation can trigger
immediate taxation,
penalties, and interest. An
independent appraisal
provides the defensible safe
harbor needed to meet IRS
requirements.

What standard of value
applies to ESOP
transactions?

The IRS and Department of
Labor both mandate Fair
Market Value for ESOP
transactions — defined as the
price at which shares would
change hands between a
hypothetical willing buyer and
seller, neither under
compulsion and both with
reasonable knowledge of
relevant facts.

When is a Fairness
Opinion required for a
shareholder buyout?

A Fairness Opinion is strongly
advisable whenever a closely
held company repurchases
shares from a departing
founder, executive, or
strategic partner —
particularly when a
shareholder agreement
governs the buyout price. It
protects all parties by
confirming the repurchase
price is financially equitable
and eliminates grounds for
future disputes.

How does a Fairness
Opinion protect minority
shareholders?

In transactions where a
controlling shareholder is
buying out minority interests,
an independent Fairness
Opinion confirms the price
reflects the minority's
proportionate share of
enterprise value and
addresses whether applicable
discounts have been applied
appropriately, reducing the
risk of dissenting shareholder
claims.

Can a Fairness Opinion
help defend against
litigation?

Yes. A rigorous, independent
Fairness Opinion is among
the most effective forms of
evidence in disputes involving
ESOP participants, dissenting
shareholders, or regulatory
challenges. It demonstrates
that the fiduciary or board
followed a thorough,
objective process supported
by credible financial analysis.

How long does it take to
receive a Fairness
Opinion?

Most opinions are delivered
within 2 to 4 weeks from the
date complete financial
information is received. For
ESOP transactions with
regulatory filing deadlines or
equity grants with imminent
vesting dates, we work
closely with legal counsel and
plan administrators to align
delivery without
compromising analytical
integrity.

A\ General information only. InteleK Business Valuations & Advisory Pty Ltd recommends independent legal and financial counsel for all

Fairness Opinion engagements.




ABOUT US

About InteleK

Business Valuations For Today.... & Tomorrow

Business Valuations are an "opinion of value" so finding the right professional valuer is
key, an opinion with trust. Business Valuations need the combination of science
(technology) and art (knowledge & experience).

InteleK embraces the two worlds to deliver the most robust and efficient service to its
clients, adapting to the ever changing environment of businesses and how to value them.

OUR PURPOSE

Transferring Business Valuation Knowledge to Business Owners

Most business owners don't know the value of the business, let alone where the value
comes from, how to influence / increase it, or where the risk exposure is, which limits its

Contact Us

potential.



https://intelekbusinessvaluations.com/en-us/contact/

