Why Verification, Valuation, and
Legal Counsel are Mandatory in
High-Value Financial
Transactions

High stakes are involved in today's global financial landscape, with worldwide mergers
and acquisitions topping £2.5 trillion in 2023. In this high-risk environment, even a small
£800,000 error can cascade into millions more in potential losses.



The High-Risk World of Large Financial Transactions

The stakes in high-value financial transactions couldn't be higher.
Research shows that 80% of failed mergers and acquisitions stem directly
from inadequate due diligence or legal oversight.

Transactions exceeding £80 million typically involve multi-jurisdictional
risks that span different regulatory environments, tax codes, and legal
systems.

Further complicating matters are complex asset structures and hidden
liabilities that can derail even the most promising deals.




Definition: Verification, Valuation, and Legal Counsel
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Verification

The systematic process of confirming the
accuracy, completeness and authenticity of
all facts, data, and claims presented during
transaction negotiations.

This includes auditing financial statements,
validating asset ownership, and confirming
operational metrics.

Valuation

An objective, methodical assessment of an
asset or company's worth using
standardised financial models and market
comparisons.

Provides clear understanding of fair market
value independent of seller's asking price.

Legal Counsel

Expert guidance on regulatory compliance,
contract structuring, and legal risk
management throughout the transaction
lifecycle.

Ensures all agreements are enforceable and
protects against future litigation.



The Purpose of Verification: Beyond Trust

Verification goes far beyond simply trusting what you're told. It serves as a critical
protective measure in high-value transactions by:

® Detecting potential fraud or misrepresentation in financial statements, operational

data, and growth projections

® Validating all financial reports, balance sheets, and operational metrics through
independent analysis

e Preventing "bad business transactions" by revealing inflated valuations or hidden

performance issues

e Quantifying the actual financial impact of any discrepancies found during the

investigation




The Role of Valuation in
Decision-Making
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Determines Fair Market Value

Establishes objective worth through multiple methodologies (DCF,
comparable company analysis, precedent transactions), not just accepting
the asking price.

Critical for Negotiations

Provides empirical basis for price negotiations, financing terms, and
transaction structure that protects investor interests.

Reveals Hidden Issues

Uncovers liability understatements, asset overvaluations, and unrealistic
growth projections that could undermine the transaction.
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Due Diligence: Integrating Verification and Valuation

Due diligence represents the systematic integration of verification and
valuation processes, creating a comprehensive investigation framework.

e Thoroughly examines all business, legal, financial, and operational
aspects of the target company

* Identifies compliance gaps, regulatory violations, and potential
litigation risks

* Assesses operational efficiency, market position, and competitive
landscape

e Evaluates quality of earnings and sustainability of revenue streams

e Examines management capabilities and organisational structure




Use of Independent Experts: Why Objectivity Matters

Unbiased Verification

Independent practitioners deliver objective
assessment free from internal pressures or
confirmation bias that might influence in-
house teams.

Specialised Expertise

Independent specialists bring deep domain
knowledge that most organisations lack in-
house, particularly for complex or cross-
border transactions.
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Conflict Protection

External experts shield against conflicts of
interest that might arise when internal
stakeholders have personal interests in
transaction outcomes.

Enhanced Credibility

Third-party validation adds significant
credibility to transaction terms for investors,
regulators, shareholders and other
stakeholders.

Using independent experts isn't merely best practice—it's essential for managing information asymmetry and ensuring transaction integrity.



Legal Counsel: The Non-Negotiable Safeqguard

Contract Creation & Review

Interprets and drafts legally enforceable
agreements that protect client interests

whilst clearly defining rights, obligations,
and remedies for all parties.

Ensures proper representation, warranties,
and indemnification clauses that protect
against unforeseen circumstances.

Regulatory Navigation

Guides transactions through complex
regulatory frameworks, including antitrust
review, securities regulations, foreign
investment restrictions, and sector-specific
compliance requirements.

Legal Risk Insurance

Provides critical protection against costly
legal oversights that could invalidate
agreements, trigger regulatory penalties, or
expose parties to litigation and financial
liability.



Key Legal Risks 1n High-Value
Deals

Non-Compliance Contract Enforceability
Consequences Issues

Regulatory violations can trigger Poorly drafted agreements may prove
substantial penalties, deal unenforceable when challenged,
invalidation, or forced unwinding of leaving parties without recourse.
completed transactions. In extreme Hidden encumbrances, third-party
cases, criminal liability may attach to rights, and pre-existing obligations
executives or board members. can undermine transaction value.

Cross-Border Complexities

International transactions face layered legal challenges including conflicting
jurisdiction, sanctions compliance, foreign ownership restrictions, and complex tax
implications that can drastically alter transaction economics.




Collaboration Between Legal and Finance Teams

¢ Complementary Expertise

Finance teams assess economic value whilst legal ensures structural

A Apex sollutions

integrity and enforceability, creating a comprehensive transaction
framework.

¢ Risk Reduction Partnership

Alignment between departments dramatically reduces the likelihood of
costly errors, oversight omissions, and future litigation.

e Continuous Communication

Real-time collaboration enables immediate review of new contracts,
obligations, and changing circumstances throughout the transaction
lifecycle.

Data-driven
decisions.
confidently.



Consequences of Skipping or Weakening Protocols

* Cautionary Case Study

A £280 million cross-border acquisition failed catastrophically when inadequate verification missed undisclosed liabilities exceeding £75
million, triggering investor lawsuits and regulatory investigations that ultimately cost the acquiring company over £400 million in combined

losses.
10% 3X 68%
(0 (0
Regulatory Fines Litigation Costs Reputation Damage
Regulatory penalties in certain jurisdictions can The average cost of transaction-related litigation Studies show 68% of companies experience
reach up to 10% of total deal value for serious typically exceeds three times the initial savings measurable reputation damage following failed
compliance failures or disclosure violations. from reduced due diligence or legal counsel. high-profile transactions, impacting future deal

opportunities.



Best Practices for Risk-Free High-Value Transactions

Continuous Monitoring

1 Implement post-deal reviews and ongoing compliance monitoring

Cross-Functional Integration

2
Form holistic oversight teams combining legal, finance, operations and compliance
Expert Engagement
3 Retain experienced legal counsel and independent verification/valuation

specialists from start to finish

Implementing these best practices ensures not only transaction success but establishes a framework for sustainable growth through strategic
acquisitions and investments whilst minimising exposure to financial and legal risks.



