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Fairness Opinions: Protecting the Corporation and its Shareholders

In today’s environment of increasing regulatory oversight and an ever-vigilant plaintiffs’ bar, it is more important
than ever for boards of directors and executive management to implement “best in class” corporate governance
practices. Boards must be able to thoroughly defend and justify their decisions to shareholders and other
stakeholders — especially in the context of sensitive or extraordinary transactions such as acquisitions,
reorganizations, transactions with insiders and private placements. Sound independent financial advice can help
insulate directors and officers from legal challenges and liability.

A fairness opinion is a valuable form of financial advice that can help a board meet its fiduciary obligations and
avoid litigation. Although fairness opinions are not legally required, companies are increasingly seeking them in
the context of significant transactions to help improve results and reduce litigation risks.

What is a Fairness Opinion

A fairness opinion is essentially a valuation
analysis provided by a financial advisor that

Purpose of a Fairness Opinion

. Documents the results of the valuation process
and the financial issues that were taken into

assesses whether a particular transaction is fair to
all shareholders or a specified constituency.
However, a fairness opinion goes beyond a typical
valuation analysis. The value of what is being given
up and the value of what is being obtained in
exchange is thoroughly examined in a fairness
opinion.

consideration.

. Provides the board of directors with written
assurances that the value arrived at is fair from a
financial point of view.

. Provides tangible evidence that can be used in
litigation to demonstrate that the board of
directors acted reasonably and on a fully

informed basis.
In a merger, this will typically involve determining
the value of the merged entity. In a stock issuance,
this will typically involve an assessment of the
purposes to which the capital is to be used and the
impact on the value of the company going forward.

When is a Fairness Opinion Needed

Fairness opinions are typically obtained in
extraordinary transactions. Fairness opinions are
especially relevant where a company has a controlling
shareholder or where one or more members of the
board of directors or management have an interest in
the transaction that may conflict with the interests of
the company’s shareholders. Examples of
extraordinary transactions where fairness opinions are
often sought are:

While fairness opinions evaluate whether a
transaction is fair, they do not opine on whether the
price is the best price.
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. Mergers, Acquisitions, Divestitures and Change of Control transactions including SPAC/de-SPAC
. Unsolicited Tender Offers and Hostile Takeovers

. Going Private

. Private Placements (especially in situations that may result in dilution to existing shareholders)
. Corporate Restructurings

. Sale of a division, subsidiary, or brand

EXPERTISE IN ACTION

Founded in 1932, Marshall & Stevens provides valuation consulting, transaction advisory, and litigation support
services. The firm’s specialists are relied upon by businesses, investors, and advisors for analyses utilized in complex
transaction and legal matters.

From the boardroom to the courtroom, Marshall & Stevens delivers clarity, independence, and results.

NEED ASSISTANCE OR WANT TO LEARN MORE?

CONTACT FORM: FAIRNESS OPINION WEBPAGE:
[ ] Bl Scan the QR Code or click [ | B To learn more about our
HERE to fill out our contact Fairness Opinion services and
& form and a specialist from our & practice specialists, scan the
team will connect with you QR Code or click HERE to

soon. . visit our website.
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