InteleK

BUSINESS VALUATIONS & ADVISORY

Mergers & Acquisitions (M&A)
Valuation Services

Strategic Business Valuations for Buy-Side & Sell-Side Transactions | Accredited
Appraisals by InteleK

In the high-stakes arena of Mergers & Acquisitions, valuation is the compass that guides
every strategic decision. InteleK's accredited appraisers deliver independent, defensible
business valuations specifically tailored for the M&A lifecycle — built to protect capital,
support negotiations, and withstand the scrutiny of boards, investors, and regulatory
bodies.
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The Strategic Role of Valuation in M&A

In M&A, valuation is not merely a mathematical exercise — it is the foundation for negotiation, financing, and long-term value creation. Whether pursuing a
synergistic acquisition or an exit strategy to maximize shareholder returns, the transaction's success hinges on a precise understanding of value.

The Winner's Curse Leaving Money on the Table The Solution

A flawed buy-side valuation leads to On the sell-side, an unsupported or An independent, accredited appraiser who

overpaying for an asset — eroding incomplete valuation means accepting less blends rigorous financial modeling with deep

shareholder wealth and destroying deal value than fair value — forfeiting significant returns market dynamics expertise is the single

from day one. at exit. most important safeguard in any M&A
transaction.




STANDARDS OF VALUE

Standards of Value in M&A Transactions

The choice of Standard of Value is paramount in M&A, as it directly impacts the negotiation floor and ceiling. Unlike other contexts where Fair Market

Value is a standard baseline, M&A valuations often move into the realm of specific buyer utility — requiring an appraiser who understands these critical
distinctions.

Common standards of value that drive M&A negotiations include Fair Market Value (the benchmark for financial buyers like private equity), Investment
Value / Strategic Value (which captures synergistic benefits unique to a specific buyer-seller pairing), and Fair Value for Financial Reporting (the ASC 805

accounting standard used post-acquisition to allocate purchase price among acquired assets). Accurately modeling the "synergy premium" is essential to
informing bidding strategies.



Key Standards of Value: M&A Definitions

Fair Market Value

The price at which property would change hands between a willing
buyer and willing seller — neither under compulsion, both with
reasonable knowledge of relevant facts. The benchmark for financial
buyers such as private equity.

Investment Value / Strategic Value

The value to a specific strategic buyer, incorporating synergistic
benefits — cost savings, vertical integration, or cross-selling
opportunities — that are unique to that specific buyer-target pairing.

Fair Value (ASC 805)

A specific accounting standard used post-acquisition to allocate the
total purchase price among acquired tangible and intangible assets
for financial statement reporting purposes.

Synergy Premium

The quantified value of expected cost reductions and revenue
enhancements attributable to the specific combination. Accurately
modeling this premium is critical to informing responsible bidding
strategies.




Financial Analysis & Normalization
Adjustments

A robust M&A valuation begins with an in-depth review of historical financial statements
and operational data. A key step involves making normalization adjustments to reflect
the "Pro Forma" earning power of the business under new ownership — the figure that

determines the true multiple being paid.

LJ A\ Critical Insight: The EBITDA figure used to calculate the acquisition multiple
must be a clean, normalized, and sustainable figure — not a reported

accounting number. Every add-back must be defensible under buyer and lender

scrutiny.




VALUATION APPROACHES

Valuation Methodologies in M&A

We employ a combination of generally accepted valuation approaches to triangulate a
defensible value range. Each method contributes a distinct market signal that, when
weighted appropriately, produces a credible and well-supported conclusion.

The Income Approach (DCF) projects the business's future free cash flows and discounts
them to present value using a risk-adjusted rate — the most critical method for high-
growth or synergistic acquisitions. The Market Approach (Precedent Transactions)
compares the subject company to similar recently sold businesses, providing direct
evidence of what strategic buyers are paying. The Market Approach (Guideline Public
Company) analyzes multiples of publicly traded peers to establish a liquid market
benchmark.




EBITDA Normalization & Synergy Modeling

In M&A, the valuation centers on the Quality of Earnings (QofE) — ensuring the
EBITDA figure used to calculate the acquisition multiple is clean, sustainable, and
free from distortion. Common normalization adjustments include identifying non-
recurring items, quantifying synergies, and setting the working capital peg.

e Add-back of non-recurring expenses and one-time gains

e Owner compensation adjusted to market-rate equivalents

e Hard synergies: redundant overhead, shared licenses, back-office
consolidation

e Soft synergies: cross-selling revenue and expanded market access

e Working capital peg to prevent value leakage at closing

5-10 WACC

DCEF Projection Years Discount Rate

Standard forward-looking Risk-adjusted weighted
horizon for M&A DCF models average cost of capital

QofE

Quality of Earnings

Forensic-level earnings
analysis for every engagement



Deal Structuring & Transaction Support

Beyond the core valuation, M&A transactions require specialized support to bridge gaps and protect capital through the full deal lifecycle — from Letter of
Intent to final Closing.

Earn-Out Structuring Purchase Price Allocation (PPA) Fairness Opinions

When a valuation gap exists between buyer Post-closing, the total price must be For public companies or entities with diverse

and seller, we provide the financial modeling allocated to specific assets — including stakeholders, we provide independent
and risk assessment to structure contingent intangibles like trademarks, customer Fairness Opinions to the Board of Directors
payments that are fair, measurable, and relationships, and proprietary technology — — a critical shield against future litigation
defensible. for financial reporting and tax compliance confirming the financial terms are fair.

under ASC 805.




Key M&A Transaction Considerations

Buy-Side & Sell-Side Quality of Earnings

We delve deeper than a standard audit to ensure the earnings used to calculate the acquisition multiple are sustainable, verifiable, and free
from accounting distortions — evaluating both revenue quality and expense trends.

Precedent Transaction Analysis

We analyze multiples paid in recent comparable private transactions, adjusting for the target's specific size, growth profile, profitability, and
market position relative to those deals.

Working Capital Peg

The peg establishes the target amount of working capital that must remain in the business at closing. Deviations trigger dollar-for-dollar
purchase price adjustments, preventing value leakage at the handoff.

Sell-Side Readiness

A pre-sale valuation identifies value-detractors before going to market. Sellers who invest in readiness — clean financials, documented add-
backs, reduced owner dependency — consistently achieve better outcomes.

Purchase Price Allocation (ASC 805)

After closing, accounting standards require the buyer to allocate the purchase price to the fair value of all acquired assets, identifying
intangibles with the remaining balance recorded as goodwill.




InteleK's M&A Valuation Approach

Our accredited appraisers bring deep expertise in corporate finance, business valuation,
and forensic analysis to every M&A engagement. Every report is built to withstand the
scrutiny of sophisticated investors, lenders, and regulatory bodies.

OO

Enterprise Financial DCF & Synergy & Final
i i i .
P L. Precedent ynergy . Defensible
Value Normalization . QofE Analysis
Transactions Report

Our proven two-phase approach first establishes enterprise value through rigorous
financial normalization and multi-method analysis, then carefully evaluates deal-level
considerations — synergies, quality of earnings, and deal structure — grounded in the
economic reality of each unique transaction.




What Sets InteleK's M&A Process Apart

%

Independent & Objective Analysis

Whether advising the buyer or the seller, we provide unbiased conclusions
that serve as a credible foundation for high-stakes negotiations — free from
conflicts of interest that compromise other advisors.

7

Defensible Conclusions

Our reports are built to withstand the scrutiny of sophisticated investors,
lenders, and regulatory bodies — providing confidence to boards of
directors, institutional investors, and all transaction stakeholders.

JL

Strategic Rigor

Our analysis goes beyond the spreadsheets — we evaluate strategic fit, the
competitive landscape, and the underlying quality of the business's cash
flows to ensure the full picture is understood.

+od

Forward-Looking Perspective

We focus on the "But-For" and "Pro-Forma" scenarios that define M&A value
— ensuring clients understand both the current worth and the future
potential of their investment.



Collaboration With Your Deal Team

InteleK doesn't work in isolation — we integrate seamlessly with your deal team to ensure
the valuation supports every stage of the transaction, from initial due diligence through to
final closing.

% Investment Banking Teams

We provide the independent valuation support needed to anchor the deal process,
inform pricing strategy, and satisfy lender requirements from Letter of Intent to
final Closing.

—  M&A Legal Counsel

Our reports are structured to support representations and warranties, purchase

price adjustment mechanisms, and post-closing dispute resolution — reducing

risk for legal teams and their clients.

% CFOs & Corporate Finance Teams

We provide the accredited, independent valuation opinion required for board
presentations, fairness opinions, financial reporting, and regulatory compliance in
connection with M&A transactions.




M&A Valuation: Key FAQs

Why is independent valuation critical in an M&A
transaction?

Independent valuation provides an unbiased anchor for
negotiations. It helps buyers avoid "the winner's curse" (overpaying)
and helps sellers justify a premium price based on defensible data.
It is also essential for satisfying fiduciary duties to shareholders
and securing acquisition financing.

Strategic insights into business valuations for buy-side due diligence, sell-side readiness, synergy quantification, and deal structuring in 2026.

How are synergies quantified during the valuation
process?

Synergies are quantified by modeling "Hard Synergies" (identifiable
cost reductions like redundant overhead) and "Soft Synergies"
(revenue growth from cross-selling). These future benefits are
discounted to present value to determine how much premium a
buyer can safely pay.

What is the difference between "Fair Market Value'" and
"Strategic Value'?

Fair Market Value is the price a hypothetical buyer would pay on a
standalone basis. Strategic Value includes synergies — the
additional value created by the specific combination of buyer and
target, such as cost savings or expanded market access.

Whatis a "Working Capital Peg" and why does it matter?

The peg is a target amount of working capital the seller must leave
in the business at closing. If actual working capital is above or
below the peg at close, the purchase price is adjusted dollar-for-
dollar, preventing value leakage just before the handoff.

What is a "Quality of Earnings" (QofE) report?

A QofE report is a deep-dive forensic analysis that evaluates the
sustainability and accuracy of a target's reported earnings. Unlike
an audit, a QofE focuses on whether cash flows are repeatable and
whether there are hidden risks in revenue or expense trends.

How can a seller prepare to maximize their exit valuation?

"Sell-side readiness” involves conducting a pre-sale valuation to
identify value-detractors. Sellers should clean up financial records,
document normalization add-backs, diversify their customer base,
and ensure management processes are not overly dependent on the
owner.

A\ General information only. InteleK Business Valuations & Advisory recommends obtaining professional financial and legal counsel for all M&A

transactions.




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/

