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Shareholder Agreements:
A Valuation Perspective

Shareholder agreements can lead to problematic situations if, during
the drafting of the government documents, key considerations regarding
valuation are not properly addressed. What are these valuation
considerations that shareholders should be thinking about?

Problem

It is not uncommon for shareholders from a tightly held private company or joint venture arrangement to seek
an exit from a business for a variety of reasons.

With no readily available liquid market for these securities, shareholders are left to ponder two questions:
1. What is the price?
2. What is the mechanism for determining said price?

In many cases, these questions are, to an extent, addressed in governing documents. Often, however, the
language is overly ambiguous, which can potentially lead to unnecessary animus among the shareholders and
bad outcomes for all parties involved.

Therefore, it is important for attorneys and their clients to not only fully understand the valuation issues at
hand—preferably at the initial formation of the agreement—but also amend and restate existing agreements if
appropriate.



Solution

Houlihan Lokey, a leading valuation and investment banking firm, has built a wealth of experience from
navigating these shareholder agreement situations and has compiled best practices for managing through the
complexities of these varied agreements.

We have prepared a presentation that provides helpful information in understanding the key nuts and bolts of
valuation provisions in stockholder agreements, including:

e Who should perform the appraisal?

e What is the subject of the appraisal?

e Where will the information that serves as the basis of the appraisal come from?
e When is the appraisal date?

e Why is the appraisal being conducted?

e How should the value be determined?

This presentation can be useful not only in drafting agreements, but also upon the exercise of the shareholder
agreement provisions that impact both buyer and seller.

No. Global M&A Fairness Opinion
Advisor Over the Past 20 Years

Source: Refinitiv (formerly known as Thomson Reuters)

2019 Global Distressed Debt & 2019 M&A Advisory Rankings
Bankruptcy Restructuring Rankings All U.S. Transactions

Advisor Deals Advisor

Houlihan Lokey Houlihan Lokey
Goldman Sachs & Co
JP Morgan
Morgan Stanley
Evercore Partners

Source: Refinitiv (



http://www2.hl.com/Valuation-Issues-in-Stockholder-Agreements
http://www2.hl.com/Valuation-Issues-in-Stockholder-Agreements

A Leading, Full-Service, Global Advisor

Our integrated global team of corporate finance, financial, and tax professionals is assembled from the world’s
most recognized private equity, industry, banking, and accounting practices. Our integrated, market-driven
approach helps clients realize value and manage risk throughout the transaction lifecycle.

We use a fully dedicated and integrated industry team approach to leverage all assets in the firm to ensure that
the client’s transactional and operational goals are accomplished.

e Business Services

e Data and Analytics

e Financial Institutions

e |ndustrials

Technology, Media, and Telecom

e Consumer, Food, and Retail

e FEnergy

e Healthcare

e Real Estate, Lodging, and Leisure

If you have any questions or would like to schedule an in-depth presentation, please reach out to the contacts listed

below.

CONTACTS

Michael Bett
Director

Transaction Opinions
MBett@HL.com
312.456.4764

Jeffrey Tarbell
Director

Valuation Advisory
JTarbell@HL.com
415.273.3642
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ABOUT HOULIHAN LOKEY

Houlihan Lokey (NYSE:HLI) is a global investment bank with expertise in mergers and acquisitions, capital markets, financial restructuring, and
valuation. The firm serves corporations, institutions, and governments worldwide with offices in the United States, Europe, the Middle East, and the
Asia Pacific region. Independent advice and intellectual rigor are hallmarks of the firm’s commitment to client success across its advisory services.
Houlihan Lokey is the No. 1 M&A advisor for the past five consecutive years in the U.S., the No. 1 global restructuring advisor for the past six
consecutive years, and the No. 1 global M&A fairness opinion advisor over the past 20 years, all based on number of transactions and according to
data provided by Refinitiv (formerly Thomson Reuters).

Houlihan Lokey is a trade name for Houlihan Lokey, Inc., and its subsidiaries and affiliates.
services); Houlihan Lokey Financial Advisors, Inc. (financial advisory services); HL Finance, LLC
nance) Limited, authorized and regulated by the U.K. Financial Conduct Authority; Houlihan Lokey S.p.A.; Houlihan Lokey GmbH; Houlihan Lokey (Netherlands) B.V.; Houlihan Lokey (Espafia), S.A.; and Houlihan Lokey (Corporate Financ
tional Financial Centre (Dubai): Houlihan Lokey (MEA Financial Advisory) Limited, regulated by the Dubai Financial Services Authority for the provision of advising on financial products, arranging deals in investments, and arranging credit and advising on credit to professional clients
only; (iv) Singapore: Houlihan Lokey (Singapore) Private Limited, an “exempt corporate finance adviser” able to provide exempt corporate finance advisory services to accredited investors only; (v) Hong Kong SAR: Houlihan Lokey (China) Limited, licensed in Hong Kong by the Securities
and Fut Commission to condu pe 1,4, and 6 regulated activities to professional investors only; (vi) China: Houlihan Lokey Howard & Zukin Investment Consulting (Beijing) Co., Limited (financial ad y services); (vii) Japan: Houlihan Lokey K.K. (financial advisory services),
and (viii) Australia: Houlihan Lokey (Australia) Pty Limited (ABN 74 601 825 227), a company incorporated in Australia and licensed by the Australian Securities and Investments Commission (AFSL number 4749 n respect of financial ser d to wholesale clients only. In the
European Economic Area (EEA), Dubai, Sin re, Hong Kong, and Australia, this communication is directed to intended recipients, including actual or potential professional clients (EEA and Dubai), accredited investors (Singapore), professional investors (Hong Kong), and wholesale
clients (Australia), respectively. Other persons, such as retail clients, are NOT the intended recipients of our communications or services and should not act upon this communication

ch include those in (i) the United States: Houlihan Lokey Capital, Inc., an SEC-registered broker-dealer and mem sipc.org) (investment banking
dicated leveraged finance platform); and Houlihan Lokey Real Estate Group, Inc. (real estate advisory services); (ii) Europe: Houlihan Lokey EMEA, LLP, and Houlihan Lokey (Corporate Fi-
A.; (iii) the United Arab Emirates, Dubai Interna-
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